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AUTOMOBILE MARKETING PRACTICES 


THURSDAY, JANUARY 19, 1956 


UNIvTED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 
Washington, D. ¢ 

‘Lhe subcommittee met, pursuant to — at 10:05 a. m., in room 
318, Senate Office Building, Senator A. S. Mike Monroney (chairman) 
presiding. 

Present : Senators Monroney, Thurmond, Butler, Potter, and Payne. 

Senator Monroney. The Subcommittee on Automobile Marketing 
of the Interstate and Foreign Commerce Committee will be in session. 

I would like the record to show the distinguished Senator from 
Maine, Senator Payne, and the distinguished Senator from South 
Carolina, Senator Thurmond, and myself are present—the full sub- 
committee. 

Before I go into the opening statement, I would like especially to 
thank Senator Payne, Senator Thurmond, and Mr. Busby of our 
staff for the careful, considered, and continuous efforts that they 
have all made to search out the facts, however obscure, in order to 
acquaint ourselves with the great problem which is involved in the 
No. | industry of the Nation—the automotive industry. 

[ would like first to point out the importance of the history of 
automobile production and marketing, 

There is no segment of our economy that is more important than 
the automobile business. Ten percent of the national income is spent 
for the purchase and operation of automobiles. There is about 1 car 
for every 5 persons in the United States. In the world at large, 
.including the United States, there is only about 1 car for every 40 
persons. 

One out of every seven persons in the United States is employed in 
the highway transport industries such as motor vehicle parts, car 
manufacturing, crude refined petroleum products, sales and servicing 
of automobiles and so forth. 

Furthermore, the effect of automobiles on other industries is tre- 
mendous. One ton of steel out of every five produced in the United 
States goes into the manufacture of automobiles. More than one 
third of all radios go into automoblies. Over 134 million pounds of 
cotton were used in automobiles in 1954. 

With the increase in suburban living, the use of automobiles is be- 
coming more and more essential for the citizens of the United State 
Kighty-five percent of workers living 10 or more miles frem their jobs 
now depend on automobiles to get to their work. The amazing thing 
about all of this in that it has all been done—it has all come about—in 


1 
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mv lifetime. The rate of present expansion staggers the Imagination, 
This makes us realize the industry is still in its infancy 
| would 1 re at this time to insert for the record a chart showing 


the rapid rise of production that has taken place in the automobile 


Du 1ri¢ : 

This shows that automobile and truck production has increased by 
double since World War If. 

It is quite natural that an industry which has e xpanded ¢ is quickly 
and as rapidly as this should hiave gr wing palms and the various seg- 


ments of the industry should have difficulty coordinating themselves 
ythe raplair changing Inarket patterns, ; 

li has been, and remains, the policy of the chairman of this sub- 
conumittee—and I feel sure the other members—to recognize that sueh 
growing pains are best worked out within the industry, and as a gen- 
eral rule are not best worked out by Federal legislation. 

[ think one of the important parts of this investigation should be 
to show the relationship between the two parts, or two segments, of 
the great automotive industry. So often we think of it being the great 
and giant factories located at Detroit and in that area. 

However, there are two paris—automobile manutacturing and auto- 
mobile distributon. 

The investment of the automobile manufacturers in the United 
States amounts to about S714 billion, and manufacturers employ about 
750,000 persons. The total investment of the franchised dealers 1s 
estimated to be nearly ae) billion, and automobile dealers employ about 
667,800 persons. This is approximately 9.7 percent of the total retail 
employment in the United States. The investment of the 42,000 deal- 

ars averages about S11S8.000 each. 

So we would be blind indeed in looking at this No. 1 industry of the 
Nation, if we considered or ly the @lants, ihose who make the ears, with- 
out regard to those who have to move those ears ot! of the production 
line and into the traftie hi 

t certainly is going to be the task of this committee—and I feel sure 
I will have the enthusiastic support of the two members, as well : 
myself rO see that we ad velop facts which will he ‘Ip to correct any 
conditions which might be deleterious to the continued survival of 
the locally owned, locally managed, locally financed—oftentimes fam- 
ily businesses Cont nuing With the same dealership from the livery 
stable d: Lys to today’s modern showrooms. 

We feel that the concentration of erent power in the automobile 
manufacturing ind istry n t not be used or must not be permitted 
to become an instrument that would blot out from the economic spec 
trum this tree and inde re ndent business that means so much to out 
economy. 

[t has been growing more and more appare nt in the last 2 or 3 years 
that some of the ills of the industry have become chronic, and the in 
dustry has not taken steps to cure these ills. It is into these areas 
that this subcommittee expects to go. 

For instance, as early as 1937 dealers were complaining of unfair 
trade practices. Dealers were complaining that contrae’s under which 
they operated were one sided and unfair. Phantom freight was being 
charged. Factory connected finance companies were guilty of abu 
sive practices 
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\ aon ut a f Pe An miplete ieder al‘ Trade C omission study 
Was done just pt World W: ur IT in which these things and other 
th ngs wer po sit out and recommended tor legislative t reatinent. 


Li wever, \ ith the COMING, of the Wal and the shutdown of auto- 
mobil product on for Cc villan Wse, Congress and the Federal Trade 
(ommiss on turned to other things, and hever completed the study. 
There was a seller’s market in automobiles, and all the segments of 
the industry were pulling together in age 

However, since the end of the- Korean emergeney, again a buyer’s 
market has returned, as in 1937 and avian years. Again the same 
probley $ and abuses are apparent to ihe Ameriean public. The in- 
(| istry do not eem to be able LO work those problems out for them- 
elves, and therefore it became necessary for Chairman Magnuson 

y appoint this subcommittee last February to institute a thorough 
a ceeas d study of automobile mi: irketin e. 

The ui! ‘committee for the last 10 no ynths us attemped to avoid un- 


1 


luly disturbing the industry. It has pela gone about gathering 


data and facts, and has hoped its mere presence would bring about 
refor iS necessary. This failing, the S1 ubcon mnIttee Now Tie pes that 
the spot] oly ‘of public attention will do mucl to alleviate the situa- 


tion. That fa ling legislative action Way be necessary. 
| 


I would like to emphasize that the approach of the subcommittee 
has been comple tely unbiased and impartial. The subcommittee staff 
has held extensive interviews with manufacturers’ representatives and 


cle ler representatives. It nas heard nsec aur’ d alers, the bankers, 
nsurance companies, better business bureaus and other industrial 
sources. It has gathered data from the Federal Trade Commission, 

e Justice Department and the Department of Commerce and other 
public authorities. 

It became readily apparent that there is a great deal of conflict of 
opinion as to whether the abuses in the marketing of automobiles are 
widespread or simply the complaints of a few automobile dealers that 
could not brook the tide of free competition in a buyer’s market. Each 
automobile manufacturer maintained his own particular dealers were 
perfectly happy. 

Because of these conflicting views regarding dealer’s opinions in the 
industry, the subcommittee decided to establish direct contact with the 
dealers and others interested in their problems. 

The subcommittee and the staff, therefore, set up a series of spot 
checks in various sections of the country. These personal conferences 
have proved extremely valuable. 

At the same time, the subcommittee felt it necessary to send out 
questionnaires to the automobile dealers of America in order to test 
their feelings about specific legislation which had been proposed in 
the House of Representatives by the members and supported by the 
National Automobile Dealers Association. 

Another reason for sending this questionnaire was to determine the 
amount of interest which the automobile dealers manifested in their 
problems. The subcommittee received nearly 20,000 returns to its 
questionnaires. I do not remember any subcommittee of Congress 
g¢ a comparable percentage of returns to a questionnaire. 
(See appendix, subcommittee exhibit No. 1.) 

I think we can state without fear of contradiction that the disturb- 
ance in the industry is widespread. 
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In reviewing the answers to the questionnaire, we find a great deal 
of disagreement over the nature of the probems and the proper solu- 
tion to them. 

At this point, it is interesting to note some of the results. 

Dealers favored congressional study or Federal legislation by nearly 
7 to 1. This ratio held remarkably constant, regardless of how long 
the dealer had been in business. In no State was this ratio less than 
4tol. 

Sixty and four-tenths percent said bootlegging was a serious prob 
lem in their area. Thirty-three and eight-tenths percent said it was 
not. States in which bootlegging appears to present the greatest 
problem to the de isha seem to be New Mexico, 86.2 ? percent; Utah, 51.6 
percent; Alabama, $1.5 percent; South Carolina, 80.5 percent; and 
Florida, 80.1 percent. States suifering least from bootlegging seem to 
be North Dakota, = re 64.2 percent stated it was not a serious prob 
lem; Connecticut, 63.3 percent; Wisconsin, 56.7 percent ; and Michigan, 
58.8 percent. 

In answer to what dealers thought was the primary cause of boot- 
leg: ging, re percent checked overproduction ; 57 percent checked pres- 
sure from the factory to take more cars than needed; 52 percent 
checked unethical franchised dealers; and 35 percent checked lack of 
territorial security, 

Fifty-nine percent thought that legislation allowing manufacturers 
to cancel the franchises of dealers who start cars into bootleg enaonere 
would effectively curtail bootlegging. Forty and one-tenth percent 
felt it would not effectively curtail bootlegging and did not a swer 
the questionnaire. I personally doubt the wisdom of any law that 
would increase the power O f manufacturers over dealers, or that by 
so doing you would solve the problem of the dealer. 

Seventy six and nine bess percent of the dealers said that pur 
chasers of bootlegged cars did not save money considering all costs 
and servicing. Dealers felt the primary reasons buyers lost money was 
that the buyer fails to receive warranty protection, receives the car 
with a false or uncertain mileage, fails to get adequate new-car serv- 
icing, or pays higher finance charges. 

Ik ‘teen dealers were for the elimin: ation of phe intom freight for eac . 
dealer opposed. ‘This was the most unanimous opinion indicated | 
the questionnaire. States most in favor of elimination of satan 
freight were: Utah, 92 percent; Louisiana, 88.8 percent: eon 86.8 
percent. States least in favor of such reform were Montana, New 
Hampshire and Michigan. Even these remained above 70 percent in 
favor of doing away with phantom freight. 

Certainly this decisive result represents a mandate to the committee 
to study this problem quite thoroughly. 

Dealers were badly split on territorial security questious. Torts 
five and four-tenths percent were for such a system. I orty and six 
tenths percent were against it. Thirteen and eight-tenths percent 
answered miscellaneous or didn’t answer. 

It is interesting to note that in this connection the dealers in towns 
of 25,000 or less population voted against terri(orial security, whil 
dealers in towns of 25,000 or more voted in favor of such a system. 
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Dealers who had previously operated under this system favored 
the return of territorial security by a majority of 58 percent, while 


lealer who ha not so operated were opposed bY a Mia yOrity OL 54.8 


Suburban dealers were slightly in favor. All in all, the results of 
the territorial security section seem quite indecisive. 

Poday we are here to hear from two men who have dedicated them 
elves to solving factory-dealer problems, George Romney, president 
of \merican Motor Corp.. makers ot Nash and Hudson and I’red 
] k J. Bell, executive vice president ot the National Automobile 
Dealers Association. 

Mr. Romney has a long record of industrial statesmanship. He is, 
as | Sy, president at the present time of American Motors. 

He joined with Nush-Kelvin itor Corp In 1948 as an assistant to the 
pre ident. 

since T929, when Mr. It mney became tarifl specialist for i nited 
States Senator David 1. Walsh, he has been interested in public affairs. 
The following year he joined the Aluminum Corporation of America. 
He later represented that company and the Aluminum Wares Associa- 
tion in Washington, D.C 
Ile became Detroit manager of the Automobile Mannuiaecturers uAs 


oclatior 1939. From 1940 to LO4S he was general manager of the 
LsSOC LATION I) a \¢ fioh to tliat position, 1t) 194] he helped Orga Ze 
and beenme managing director of the Automotive Council for Waa 
Produetion. Ile h ‘Tped to create the Automotive Committee for Air 


Defense just before the United States entered the war. 

One of the organizers of the Detroit Vietory Council, Mr. Roniney 
ilso served as en plover member of the Labo Management €‘onmittee 
of the War M inpower Commission for the Detroit area. Tle served 
as United State Kmployer Delegate to the Metal Trades [ndustry 
of the International Labor Organization of the United Nations con 
ference in ‘Toledo, Olio, Stockholm, Sweden, and Geneva, Switzer 
land between 1946 and 1949. 
lle ow managing aivecto. of the automobile eolden jubilee in 1946 
and vice chairman of Detroits 250th birthday festival im 19538, 

Mr. hye mney } also an oflic C1 and dir ctor of various subsidiaries and 
issoc lated compan of American Motors. lie is chairman of the 


Hon | and director ot The Re frigeration Discount Corn.. 4 divectoi 


of REDISCO of Canada, Limited, Nash-NKelvinator, Limited of Great 
> 


Britain, and Raneo, Ine 
ile chairman of the board and director of Altorfer Bros. Co. 
Mr. Romney, We appreciate your being here to open these hearings 
which \ consider of creat importance, In order to set a pattern for 


1 t “a . 
ws, LT wonder if vou would miaind testifving under oath 4 


Vir. Romney. Nota bit. 

Senator Monronry. Would you stand and state your name for the 
? : , i/ Z 
‘ ret ¢ 
Mr. Romney. My name is George Romnev. 
Senator Monroney. Mr. Romney, do you solemnly swear that the 
tino) V you are about to ive im thi case shall be the truth. the 


let ith andy oth ne dut the truth, so help vou Crod 4 
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TESTIMONY OF GEORGE ROMNEY, PRESIDENT, AMERICAN 
MOTORS CORP. 


Mr. Romney. I do, sir. 


Senator Monroney. Thank you very much. You may proceed i 
vour OW)l fashio i \ Ou could wadvise us if Vou WI 1) to ¢ omplete Vou 
statement before interruption, or whether you would wish, 1f we feel 
ome point needs sp Li fic ation, to have the committee members have 
t hie — to interject questions. 

a RomNery. Senator, what IT would like to suggest is this. Why 
don't \ tlt questioning as Ll go through my statement to the a a of 
the statement. Obviousiy, the area that vou just listed is a ia de 


broader than the area of 1 tatement, because I understood tak: "| 
was asked here to discuss two points 

I would like to discuss those points and have the questions related 
to those points, ana afterwards, then vel into the veneral area that 
vou have listed to the extent vou want to. 
~ Senator Monroney. That would be, I think, a more orderly devel- 
opment of this matter. We certainly would appreciate having you 
first make your presentation and then we will proceed with question- 
ing. 

Mr. Romney. First, let me say this 

Senator Monronry. Would you care to introduce for the record the 
men who are assisting you 4 

Mr. Romney. The gentleman on my right is Mr. Roy Abernathy, 
who is vice president in charge of distribution and marketing for our 
automotive division. Both Nash and Eludson sales oreanizations, vice 
presidents in charge of sales, report directly to Ma. Abernathy. 

Mr. Glen Miller on my left is attorney for the company. 

First 1 would like to say this: Tam very conscious of the importance 
of this industry to the country, as indicated by the statement that you 
have just rea d. As far as I am concerned, I think the automobile 
industry to date has not only been the No. 1 i dustry in the coun try 
In recent years, but that it has also been the highest expression of 
economie freedom in the history of the world. 

I would like to see it stay that way. I must confess that I have some 
uncertainties as to whether it is going to stay that way, but I certainly 
would like to see it stay that way. 

Our watioaie is quite new, having been formed less than 21 mont] 
ago, as the result of merging Nash-Kelvinator Corporation and the 
Hludson Motor Car C 

I might say saeenitnitiie ally that this question of size is a relative 
matter. We area big company. According to a recent Fortune sur 
vey, we are the 76th largest company in the United States, so while 
people think of us in terms of being a small company in the auotmobi le 
business, in terms of the national economy we are a very sizable organi- 
zation because automobiles are only one part of our business, and we 
are a very important factor in appliances, plastics and controls and in 
Helds other than automobiles. 

Over the years our predecessor organizations have manufactured 
over 6 million Ndsli: Hludson, and Ra oh ler cars and over 15 million 
Kelvinator, Leonard, and ABC major asiadinal appliances. 
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Mr. Chairman. it is mv understanding you requested me to be here 


‘ently announced e1 


ht point statement of dealer 
those policies. This I am 
t! ( earings can prove a turning point 
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] LOnsf phy back O 
etineg pra es that have characterized the post 


the entire postwar period, as far as I am 
ite marketing practices that 


leveloped only in the past few years. It 1s my 


ee 
t will only be necessary for the testimony 
hearings to stimulate a searching reappraisal 
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‘Third, because automobiles are inherently different from most other 
products, competition for customers is not limited to selling new 
cars—this is a very tundamental point—but also is reflected in the 
use of the car. 

Availability of repair parts, accessories and service throughout 
its lifetime, regardless of location, are fundamental buyer considera 
tions. Furthermore, constant technical and desien progress create 
the used-car trade-in practice, from which much of the marketing 
complexity and risk arise. 

{ nlike clothes. food. drug's, hardware, et cetera, the customer need 
to bring the car back for maintenance and repair and sooner or la 
will want to trade it in on the latest model of his choice. 

This distinction in the product itself and its use produces unique 
marketing requirements and practices. The required buildi os and 
facilities are specialized in character and involve, as the Senator has 
already indicated, sizable investments—almost equal to those of the 
factories themselves in total. 


Distinction in car design, features, and price class permits greater 


ter 


market penetration and customer satistaction throuch special ZAtioON 
in merchandising, selling, and servicing. Effective merchandising 


necessitates national and local preselling of product value, quality, 
and features | \ both the factory and the dealer. 

Dealers contribute substantially toward the cost of advertising ¢ 
Etfective selling requires spec alized kne wledgve of and com 
about the product and should be premised on 
rather than price or terms. satisfactory service requires ext ( 
fac LOVY and dealer service traming programs ana sper alized fa 


} 


~ ] 
ties and parts supplies DV Gealers 


Fourth, the nature of the product and its marketi or es ab] ( 
mutt ality of interest and interde penacnce far oreatel than 
tween most other manufacturers and retailers. The design, qual 
and features of new cars are pris ie considerations 1m pup accept 
and sales opportunities for dealer 

Dealer salesma hip, service. and NteGrily imMportan 1 ch 
market penetration, and I am talking there. Senator, on the basis « 
the long-term penetration and not on the ba of a ( 
situation. I think you obviously have to recogi that 
range is] pr yp can do a ie Ol things, but I a talk 
operating successfully and penetrating successfully « ! 
peri dof t 

Tog ther, they determine sales volume, and pt il O 
\ hich importantly determine cost a dpi Yon k led 
no other manufacturer retailing relationship Ui 
volves such distinct but interdependent functions and mt 
tionship 

The dealer is ce pendent on the fa tor) for the ce on al 
facture of a salable product, and the factory is dependent on t 
dealer for effective market penetration, and both are d ‘pe lent o1 
the resultant volume for cost and price relationships that will re 
in profits or losses. 

Fifth, the requirement for universal product service and profitabl 
total volume makes the performance and standards of all of impor 


tance to each. Substandard dealers are detrimental! to other deale 








i well as to the bactory. qu table and Fully suceesstul factory- 

iler relation ps can only be built on the recognition that the com- 

bined mutual inte ts ol lacbory ahd dealers are Supe rior to their 

‘ il irate J i 

[ know no other premise on which to base the building of a really 
LCE iu enterpr se inthe automobile business. 

5 ( oh vestments of money and time, the advantages of 

he mutuality and intimacy of the relationship requires 


the maximun rit d equity in its establishment and operation. 
exercise of termination or franchise 


j pit ily true of th 
\ bjcatic 0 by either party, as far as I am concerned. 
i tal 1 e of each on the other and the consequences there- 
1¢ Ol Ldequiat ) rrormance make the right ot dealer or factory 
ition essential to both mutual and individual interest. I think 
the dealers need to be able to cancel and terminate as well as the 
Lacto 
hie ortance to the dealer of continuity of the relationship has 
CTERSEE : th the ae ‘line in the number of companies producing pas 
sengver cars. I wo td like to read that one again, Senator. The im 
portance to dealer of continuity of the relationship has increased 
with the decline inthe umber of Companies producing passenger cars. 

It ilso reduced, in the case of the largest companies, the effect 
oO} dealer exercising or threatening to exercise his termination 
rion 

meve h. the ndministration of the fac tory dealer relationship is at 
best subject to human judement and frailties. Justice, therefore, re 
puires 1 of vital administrative decisions on an impartial and un 

repuUd ices 

Kighth, technological progress, additional mechandising knowledge 
i i rearel 11k W 1] eontinue the Whi} rovement and ( hanges in mar 

ng methods and practices, as well as in automobiles. Under the 
nstances, the factory-dealer relationship must provide for evolu- 
tionary contractual modifications. Maintaining the status quo is to 
be a 0 ded where new ci naditions and opportunities demand progress 
that will increase consumer benetits. 

Nu aie the \n erica \iotors statement of dealer policies will be used 
to develop a cooperative quality dealer program for American Motors 
Lda i dealet ind | ould like to ¢ mphasize this point and Was 
not prepared wit! the lea that it has (pplication to any other com- 
piu r dealer group 

fone of the advant (res of our competitive system is freedom for in 
dividual expression and action. ‘This has resulted in distinctions be- 
twee lmost every business institution in the land. Even within in- 
dustries, every company in the automobile business is different, and 
iilierent mportant enough respects so that each company has to 

‘ velop {sow}! pol C] and programs, although | think there are cer- 
Carly fundamentals that could be applied everywhere. 

Such distinctions must be reckoned with in developing programs of 
t | fundamental charact rv. That concludes the premise on Which we 


teVelo} our program, 
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MARKET DEPERIORATION 
fnomv qudgement the marketing practices in the automotive madi 


11 deteriorated to the pont where there IS CO] petit ve advil Lact 
| 


triving to achieve a market BAprovement ih these practices, 

| beheve many Car customers are developu fa “customer be ire 
att itude as a result of horse-trading practices that have characterized 
new car selling in the post Wal period, 

I be ‘lie ve the automobile industry as a whole has suifered in publi 
esteell as a el | believe Hany dealers are disousted at the met} 
ods and ethies of current automobile-marketing practices and ar 
beoinning to lose the economic benefits previously derived from ad 
herence to higher standards. I belheve customers and dealers will 
respond to greater honesty and integrity in the advertising, selling 
servicing, and financing of cars. 

POLICY STATEMENT FIRST S'TEP 
In studying the ways in which such improvements could be accom 


plished, we cone beside that it would require the JOINT part ‘pation OT 


oul deale rs. lt IS for this reason that we have taken the first ste Pp 
developing a cooperative quality dealer program. Competitively—lI 


want to be perfectly frank about this—it is designed to Improve om 


i 


present American Motors dealers, to secure additional American Me 
tors dealers, and to acquire additional American Motors customers 
And for fear that I may not emphasize it as we go ahead, I certainly 
am not here taking the position that the things [ am talking about 


the deterioration mn the marketplace is solely the responsi} bilit ot 
my competitors. IT think my own company has been respons ‘ble to 
a degree for this situation. [think our own dealers have been respon 


sible to a decree. | certainty want to make that poini perfectly clear 

Our statement of polic V represents a reappr: usal on our part of past 
and current factory dealer rel: ationships and marketing npn ices and 
unell table 
In making a joint reappraisal. J want to emphasize that point. What 
lam saving here today is as a result of our own reappraisal as the 
management of American Motors. I am sure that if I could have 
had the benefit of counseling with our dealers or a representative group 


1 de SION to seek the cooper: ation of Our cenlers at the co 


of our dealers, that [ could present to you today a more balanced and 
objective statement of View poi fe . 

We have concluded that it is time for us to undertake jointly such 
a reappraisal, and that is what we are on the verge of doing 

We have decided to review with our dealer every aspect of om 
franchise. We recognize that the franchise is the resulf primar 


of a sincere factory effort to establish a sound contractual base fe 

factory-dealer relationships but that it is not the result of securing 

the orenanized thinking of our dealers. Of course it reflects some i 

dividual thinkine, hit-or-miss contaets with dealers and deal 

eciations and so on. but it does not represent the oreanized thinkn Oo ¢ f 
\ 

our Cealers in frank and open discussion on the basis of equal nd 


mutuality. 
Our polie v statement represents a decision on our part not only to 


seek their organized suggestions in developing a cooperative quality 
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BOOTLEGGER-DEALER CONFLICT 


We also think it is timely to seek the cooperation of our dealers in 
making the first joint study to analyze present and future marketing 
practices. We know some of our dealers who are engaging in present 


questionable practices on the claimed basis of self-defense. 
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As a matter of fact, I don’t mind saying that some of our acti: 
the recent past have been dictated on the basis of self-defense 
petitive economy. 

Such practices are bound to demand their price. We believe the 
day of reckoning is at hand. ‘Temporarily some a and dealer 
have secured terms on new cars that appear attractive, but e) 


ki Ven new 


car buyers cannot continue to buy cars at prices that do not cover the 
‘ost of facilities for their maintenance and servic without paying 101 
it in service delays, operating costs, or higher prices on later 
or in indirect economic penalties that they are going to have 

Actually many owners are indifferent to cries of dealers adversely 
affected by bootlegging, dishonest advertisn ge and overall 
based on price and finance charge “packs” because they still reme) 
ber the immediate postwar years of car shortages that resulted fro 


the sacrifices ben 


} 
{ 


made by our bovs at the front. cially ereated 


shortaves asa result of America being draited for war, price go 


1? © ‘ 4] ” ¢ , i _ 
and low trade-in allowances on the part of certain deaters 
; 
Chere is basis for argument that the present situation is Just rece 
1 : | t 
pense. But the combination of these two eras of malpract 

! i | i 1 . 

Li¢ must no 1y¢ iio Of ) tig { T ‘ i 
practices of the industry if this industry is to continue its gro 
through publie confidence in automobile deal 1 
Chrougn pupile coniaence mm automodvile adeatel is iecg Lue LW 
ficient, and honest mercha 

We doubt that sound marketing practices can be widely reesta 
] hi dom les program for thi purpose are iQ) tlated nad let it 

pl e these next three word on at least a companywide \ 
Phere is a difference of viewpoint and practice : EY 
ur own dealer body, and Senator, that is indicated o1 ome { 
points in the figures you read. 

° ] 1 > ! 

There alwavs will be and should He on Many thi ut ot on 
fundamentals. ‘There are some within the indu try aid outside who 
eem to think volume should be the primary objective. Others thinl 


that the bootleeger is the forerunner of car supermarkets and changed 
patterns of distribution. 

Ur uestionably in most mark tS profitable volumes for dealers ure 
now import intly above levels of a few years ago. ‘That is true in mat 


ufacturine, and that is true in retailing. owen r. if the bootlegger 
Sa des irab le and leoitimate form of retalier, then 1 Whote 


structure of franchised distribution in thi country is unsound. It 
Is pas G, And will be wiped out. This ne Xt sentence | cannot empha 
»too much. I am almost inclined to say I emphasize this more 
than any other aspect of the marketing situation that has develope¢ 
The two are in direct conflict with each other and both cannot survive. 


BOOTLEGGER JEOPARDIZES DEALERS AND OWNERS 


he bootlegger ¢ xiIsts because ! tories or Gealers yr both, have vio- 


1 


lated fundamental principles underlying the use by all factories of the 
franchised dealer as the ack 
of new-car distribution. ‘There is no factory in the industry that has 


any ome acknowledged or publicly selected form of distribution. 


how le “ige < and de liberately electe | means 


Because the marketing of new cars requires expensive facilities and 


stock of parts and accessories for service and maintenance, Joming in 
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In our judgment more dealer support for such a program can be 
secured through full, frank, JOlLNt GISCUSSION al ad expli ration, dtecard 
less of the soundness of such a program, lack of dealer support would 
be as fatal as the lack of public support for an act of Congress 

Senator, L think it is utterly ridiculous to think of our compar 
putting together a statement of policy to try to get our dealers to di 
their part in changing this thing around, without having deale1 
port for what we put out. 

Senator Monronery. I think your analogy to public support of ar 


act of Congress is very well taken. because I am sure that Senate 


Pavne and Senator Thurmond know that only when the National Cor 


ress leg) lates in line with publie thinking and the fa of established 
publi onlidence can the performance of the law he effer ted. 
Mr. Romney. I guess we couldnt wipe out bootlegging under one 


w because there wasn’t public support. 


AUTHORITY, RESPONSIBILITY AND FUNCTION 





Before presenting and discussing our policy statement I want to 
tiake one th ne compl tely clear. In seeking organized dealer assi 
ince in matters of mutual interest we are not proposing shifts o1 
changes in areas of factory or dealer authority, responsibility, or fun 
t10n. except where otherwise bry icatec we seek dealer ady ce, COUNSE 
ina criticism with the power of ce ‘ision vested in the con pany al 
lealers on the present hasis, 

Phere is only one area L know of where we ha pecified it W 


would shift the degree of authority and ré DODSLDILItV that we 


Yercese, am that im thr irea Ot final conti t termiinatiol 
{here i} )) ! I l le Lit lil | ! ! ) 
Senntor Monroney. In other words. to further amplify. vou an 
Irvine’ to ver away from t | IVOr\ tower app One h} Where an executive 
o the roughly insulated from what his dealers are thinking ana 
what is happenine on the firing line in th ile of his product by z 
inagers, the sales managers, and all the in-between boys in tix 
( noare fryine to shor reuit that me | sand 
! t eto: ‘ ct tot t eof tha formation: t i l 
nea 
Mir. Romney. That is right, Senator. Believe me, tha 
plex indu cry. 
Senn Ol] \lo RONEY. lt is. 
Mr. Roary. There are a lot of problems that people i or 
nent have to deal with in the automobile business. After ait, Sena 
I do not think there is an Important economie development 
) iry tha alo { rth { tomobiles t tL Clie evers 
true. [th 
() (>} hanAaremel tuss] ne W th I] the probl S: 5 
to cienl | Loe nt have the time to vo out and eet thre I 
of ie? UHIeSS VOU Lave vot so} mechanism of a o ) 
to keep | erst rf iT but | be eye one thing we need re me i no i 
vould like to have is a means by which I ean feel t | 
more of thr Vie i | le} elise lve | uk to atbedd Cte 
sure, but there isn’t enough time to do it, and ( ! 
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Senator MONRONE) | vVare on the oreen carpet at that point, too, 
when they are talking to vou, but what you are trying to establish 1s 


awgive and take,a Tauirappraisal of their position. 


| 7 e how. with the ma fold problems you have 1) getting all 
tne hoes ocet hel ft the lo ( DQ ble price, quality considered. 
that pin | turing fremendaou ob 


Bu elling ose thing just about as hard as Is putting them to 


Ser rer Monr | bh other half of the automobile industry 
Ould have hat contact »man who makes the ears. The man 


Who tinkes the en ci by i Vital \ CON red with the problem 


er a « 2 Ol rO' 1% C « tril tion of their final product al 
they would for elect LOW-raisel mr neo liohted foxtails on the 
radio enna oO that kind—-the new eadgets that we 
ire { ( l 

if : | | \ mo ( ryt} ino that the mind ear conceive 
} t fre is » fi y 
t { { I 1 i { lit into the consumer's 
hand 

li is nol I the autor lk ly ‘vy 1S con 
cermmec U |.) bon d {Ss pertorm- 


OT ¢ ‘ | ‘ t ith Wwe re MONLIZE that thre 
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1! ) 
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‘ } 
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Mr. Rownry I hnteresting view pr Certainly what we 
ind probably a new name would establish 


] , ] ] } } . 
that ta na Vii l V take if under consideration. Lap 
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Senator Monroney. Senator Butler, of Maryland, who is a membet 
of the full committee. has a question. 

nator DUTLER. While we are on the point. I would lik tO a 

this an 

Marv. Re 

tor,as I go alone. 


Senator Monnronry. Excuse me for interjectine. 


iestion: Who does the final authority rest with under yout plat 
ROMNEY. i vet to it. Let’ vo ahead. 1 eet t i! LG I Bae 


> . . \ | | 
Mr. Romney. IVG,. TO. ! appreciate these comment as We 9O al 


VV { ti) tate nt TUS | 

‘a 1 \j RON EY C ¢ ld ] SAV TOI {| I ord t it ! 
mombers otf the full con iitiee and also vitall nf {in tl 
mare Se tor Butler. of Marvland, and my goo: nad a rf 


| ’ } , ] | 
on Poe we bave declared a ba ror deve 


: : 
ic cooperative quality dealer progratl Let me read the eight 7 


g Dealer counci! elected by the dealers them elves. 
% ‘These dealer counet!s to advise and counsel on all matters atfect 


o dealers and customers. 


>. Periodic revi WW wit! the dealer Coun? i] of sali : fran hi 
keep it on a practical, fair and equitable partnership basis, includ 
{ eneth of franchise and any other aspect of it. 


‘ 1 : - ) 
te 6dariv consideration to be riven ton jont company qmeaier appe 


board with final authority in dealer cancellation cases. 
dD. Jomt formulation of policies to prevent unethical or mislea 


advertising, selline. finance or servicing, 


6, Primary rel~anee on denle yy projections and orders TO | eD cAY 
production sufficient balanced with market cle mand to a oid boot 
leveing and unsound inventory accumulation 

i. Joint consideration of methods of avoiding excessive fluctuat 
In car sales and Pp! duction and maimntaiming them at profitable leve 
for both the dealers and the faetory 

Incidentally, Senator, | would like to stop at that point and say 
t | at I aoaree with Sam Gon per t] ii the oreatest rime aaa | 
workingman is a company that is losine money. I am in the p: 

.of trying to take a company out of that situation Il know the ful 
consequenees of such a situation. 

Senator Monronry. Wouldn't vou sav also. Mr. Romney, t! 
dealership that is losing money means damage to the workingmat 
is well ? 

Mr. Romwnry. Yes, sir, providing that dealership has undertaken 
to do a satisfaetorv job. 


Senator Monnronry. Unless there is a sufficient operating 1 n. 
the end product, which is that the car be kept running on the stree 


+ 


of the city that eventually the wo1 king man will perhap pay mo 
for that car and its use 

Mr. Rowwey. Yes, sir. I have indicated that by including in ¢] 
statement the fact that there should be a profitable level] for both t] 
dealer and the manufacturer. 

8. Consideration of annual programs for sharing with dealers the 


financial benefits from future crowth and ereater total sales voli 


( 
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. oT 1 } 4 ! 
.O Denles ‘ elected by the dealers themselves” is in 
ecMded a ! lit of our experience with the Nash dealer council 
1 , Se cs ; , Bi ie . 
selected in this manner. J eel ome an elemental and fundamental 
prince] le oO] “ood reat Ll] to ePYrinits otnel to elect thos by 
0 { i 0 { rept ied 
] 
\ 1 rie ) lis ( a vied by i Lory persohl e| 


and a Nash Dealer Council elected by the dealers themselves indicate 
it the elected dealer council Is more likely to secure the thinking of 


other adealers, its ‘mibers will take more treely and frankly, and the 


! I ( j Hieh Del \\ i be more re acdily cl ‘cepted and followed by 
it Tiit yf il feriel rrayic | 
Po lau ithe N Dealer Council 
senna tr Monroney. Would vou yield to Senator Butler for a que 
( é @ Vpie ; , 
Nir. Romy L¢ 
Senator bu as eelght points that you have outlined seem to 
) Lier Lization ( | Wanael it 
ive It claimed t would b i art of management and as such, 
O if espons le 101 Lh¢ cis of the dealers. 
Pts ( Coy i Drowite 
Mi RomMNrEY. ) I : { t because nder tl 
( 1 comp ependent position it 
I | { 
( . }) if ! Ci LY) Che rwit he problen 
= or 1 ] 3 | r eC ¢ Dot 
t : the financial bene- 
‘ i I ‘ ‘ 
‘ ) « i i) «>! \ i aunvbody. they alt 
\ { Ls ha endentl contrac r 
OuUl ( 1) le] it ( Olll 1) | WhKLE you 
1] Ve i | Pith mro (| ) 1!) Ve) il 1 hy Ve vou recelved 
be fF su relationship between the dealei 
1! ! } i ] ‘ io yt I = 7 
\i . ROMNEY. Les, 4 We Leave ilrenad) had specihe progra iS 
Uryving ou tiie »} rye 1) iT , VW hisue me throughout the L955 
odel yea Wa ive got another one during the current model 
"¢ i | eCXp ) LvV¢ ie@h) dow} Lil | 
Senator Burner. Pave vouever had y claim against the Americn 
Vo ¢ i rol ( ( ©} 
\ \\ ( ad su etney hay miemp Lto chara 
e den ! went oF thie nv, | { think Vou are til 
y ‘ nes y | 
\\ \ ile ( ie dealers { ut ld be thr profit 
Ypros e would se up 
\I Rom. I |? it-sharimge } cr} I vet to t] it, Seni 
roel re {1s [ elebo wreonti et mevetto 1 
Senator Burier Phe in: ifacturer of any national product hlils 
been very jealoi ) ep si iwiy fro is door In connection with 
cto} of his lers, It seems to me this is bri ving the dealei 
pretty elose (Oo AY ! Woe) and may 1! both of t em 1 the long 
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Mr. Romney. Senator, let me ask you this: Do you believe success 
in business depends upon having all of the basic elements of that busi- 
ness working unitedly to make that business successful ? 

Senator Butter. IT am not touching that point. The point I am 
raising is purely a legal question. 

Mr. Romney. Oh yes, vou are. 

Senator Burner. Of whether or not, when you have such control 
and the dealer could possibly share in profits, whether that does not 
make him a partner in the business, rather than a dealer? 

Mr. Romney. You are misconstruing the program. 

Senator Monroney. I think we will be a little bit better off, if he 

coing to elaborate on this with fuller explanation, to allow the wit 
ness to pursue it and then question him on that specific point. 


Mr. Rownry. Going to the first point and some comment on it, 
dealer counetls elected by the d alers themselves. Ilere 1S how we got 
the first one; after all, we had to get started some way. 

Keach Nash dealer was asked to fill out a ballot, listing in order of 
preference the names of four other dealers in the same zone. When 
these nominations were tabulated, a point system was used to deter 
mine the first and seeond place winners from each zone, who then were 
designated respectively as council representative and alternate. 

Under our procedure, the recording secretary of the council, who is 
elected by dealer renresentatives, will handle the mailing and tabu 
lation of future balloting. a job handled by the factory in the initial 

nstance. The couneil elected its own officers at the first meeting. 
Obviously, the next step must include the preparation as far as ] 


im concerned by the dealer couneil members themselves and the 


dealers of a program of organization and continuation, but at lenst 
we brought together a group of representative dealers as a result of 
] 


enters nom inting them and selecting them who ean move forward 
from this point to set up a dealer council that will function in the way 
that the dealers want it to function. 

\s far as I am concerned, that 1s up to the dealers. 

Senator Monroney. In other words, you don’t want a captive or 
ganization. 

Mr. Romney. No, sir. We haven’t developed a set of procedures 
here that they are to follow to continue this dealer ecounci) beean e 
we think that one of the things that should now be done is to enable 
them to move forward from this point. 

It happens that the chairman and vice chairman of the Nash Dealer 
Council are present. I didn’t know they were going to be here, but I 
was certainly delighted to see them here this morning. They were 
elected by the members of this first dealer council. 

We are now requesting the letters have already gone out-—Hudson 
dealers to elect their first dealer council in the same way. 


UNRESTRICTED DISCUSSION 
No. 2: 
These dealer councils to advise on all matters affecting dealers and customers 
In council-table discussions with both the elected and appointed 
dealer councils we have followed the procedure of asking the mem 
bers of dealer councils to list the subjects they want to discuss. 








e ones I held personally, the number of subye ts went up to as 
as i! ll ye { Wi Sy} CZ full days. ‘These weren't just social 
togethers, and so or Phese were genuine meetings where the 
ers establ ect the enda 


We discussed whatever was ontheir minds. Incidentally, following 


eeting OT This ¢ le f¢ | \ ish) Dealer Coun i] of which a full Vel 


ord Ww cept, a summary of the proceedings was prepared 

e officers of the coun and sent out to all deal rs throughout the 

ted States so that they would have some knowledge of the infor 

on acquired there because they did acquire a good deal of infornia 

bout product and policies and so on that would be of value to 
fellow dealers 

been free to list INV subject o1 which tl ev want to make 

or recommendations and any subject on which they want 

tory representatives to make comments or supply information. 


as resulted in long agendas, but in an exchange of viewpoints 


‘ol my tandpoint I find that other duties make it diffieult LO 


re the thinking and advice of our dealers who are maintaining 
ntact than we are with our ultimate customers. Our dealei 
sessions have been of ereat value in securing a clearer and more 


er thinking and dealer problems, and of 


er and customer reaction to factory products, policies and pro- 


} 1 1 ’ ’ } ; 
(JDVIOUSLV. SeCeKII ry the advice and Counsel o7% othe I'> doe hot change 
. } 1 
reas o1 separate authority, responsibility, and tunction. 
PERIOD I ANCHISI j EV 
bod i deale OUNCIS ¢ tiles franchise to keep it on a practical 
l equ | t I ! neluding the length of f1 hise and any 


A tually, this pol V < vuld he considered as be Ine covered by point 


». However, the importance of the franchise and the desirability 


its being a mutually satisfactory and understandable document 


he principal point of policy involved is our commitment to make 


I 


odic reviews and to work with the dealer councils in keeping oul 


franchise “practical, fair, and equitable” and on a “partnership 


s. Phis Isa COMME Nnt on oul part to revise oul present ale 

se 1f 1t does not meet these specifi itions., 

J Ni PPI I OARD 
considerate te e give a joint company-dealer appeal board with 
] 1) die ( ) se 
Pr presel procea tern ati decisions made by factory 
1 j ] } . 4 ss } tr 
) 1 Aare subject to \ WoOniYV moenel Pact ry personnel, We 
l 1 . : 
procedure ce ( dealers the mgt of fi | review by ati im 
1 | pa | COC Oup 
' 1 1 ’ 
y parent { lv that a dealer in arways take if mto 
1 I 1 

Pra vit vould be good to at eat understandings 
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On such terminations by procedures other than the ¢ ‘pei ‘ 
cedure of taking things into court. 

Considering tlie etlect ot termination o} 1 den] r. It see | 
and equitable that i final review be made by a board « mtamime a 
representative is well ils factory representatives. 1) thi 
dealer representatives Call reflect the thin ing and View poll 
dealers and offset ny tendency Of far tory officinls to overloo 1 
nent elements ot considel Wroh. lo avold anv musuncderstal hy 
the nature of our proposal, T should make it clear at this point t 
we believe this board should cons tof ilmo t equal fa { ry and deal 
representation but with fa tory membersh pona majo) ty bas 

Further detatts as to the constitution of the poard and tl 
ures to be folle wed. we woulda prefer to Gdeveionp Ww t | Ou} cle tler eco 
ceils before additional comment or discussion, beea e atter te 
too, has to be worked out asa result of Joint consideration. 


} ] ] 1 
We do not believe enactment of regulatory laws making the ac 


ministrative officials of Gaovernment resp ible for final tranel] 
l +] . ‘ - ‘ +} j 1 a +] ] ri ] 
qdecis1ons is wm the mterest of the deat ClSeLVes, elleve deal 
will find the judgement of thetr own associates and our top offic 
Superior to the decisions of those who inevitab V hust operat lh 
politi i} rather than an economic atmosphere. Substituti of » 
litical dee 10h Tor economic GecIsion } the ire road to the 

cies that will redu e customer benefits ind economie reward LO 


MARKETING POLICIES 


Joint formulation of policies to prevent unethical or misleading advertising 
selling, financing or servicing. 
At the present time these practices have reached an unfortunate 


level throughout the country. 


its. ] . ] ‘ col ] ‘ : 
Blitz <6 line. price packing, dishon est or miistend ho acdvertisn ‘)) 
boot lecoinge have become so venel al that too few dealers undertake to 
] ] ry. 4 1 1 
aVOK these practices, Lhe e practices | ve become O WICGeSDIE 


thatit may or may not be possible for American Motors and its dealer 
by themselves to suecesstully resist the venern| practice. 


> 4] 
Ilowever It Is ONe ot the areas we want 


to exnlore with our qeatel 
with a view to arriving at joint policies that we believe would be t 
the benefit of dealers. owners and the factory. 


1 


} ' 
Kor example, we were concerned about a AGING advertising o 
| [ 





the part of some of our dealers. We considered issuance of 
statement of advertising’ policy to be appl ed under the ter i ¢ 
franchise Under our franchise, the factory has this advert o 
sponsibility, and it is contained in this language in the coniract 

Because of the effect that advertising may have on the sale of manufacture 
products and the good will of the dealer, the manufacturer and other d 
the dealer agrees to use only ertising perfaining to manufact ! Pod 
that is supplied or approved in advance by the Zone 

In considering the issuance of a statement of advertising p \ 
and gee, there has been a lot of dishonest advert SsIne. Oh, it 11 { 
revolting. if vou know the facts of the business. 

fn considering the issuance of a statement of advertising ie liev as a 


vardstic! 


for our field personnel in implementing this portion of o 
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. } } ] 
Pray a ze. we cone! ded that Miiste nadine 


ac ertising 1S now so preva 


t that combined factory and dealer effort would be necessary to se 
ure customer recognition of the avoidance of such advertising by 
American Motors and its dealers. Again, I want to sav I don’t know 


wh »t |} er we can do t il] by ourselves, 
Senator Monroney. Could [ interject the championship misleading 


id I think I ha een going around the country. It was at San 
Diego about 4 weeks before Christuias., \ dealer there, not a fran 

ised dealer—he had been a franchised Packard dealer, his name was 

I] on t marquee with Packard, but he was now engaged in sort 
of # supermal kx 7 peratlo vivertised S300 cash for ¢ hristmas shop 
pine with every new it vou bought. Soe vou could add vour $3800 
Ch) shop ine mey into the 5 vears’ time to pay for the auto 
nobile. 1 didi’t get to go in and find out what the fine print said, but 


I presume that a balloon note at the end would probably have been my 
i . . 
( y fhias =| oppme money { rthe vear LODG6. 


Mr. Romney. There is quite a shell game these aes, Senator. 
io ther ore, amet ler adherence to such advertisin r polici les would 
be more likely if they were the result of dealer wankie ipation and en- 
lorsement \s a result. we withheld their issuance and will submit 
our dealer councils as a starting point in the jomt formulation 
5 tor I want to say this: I think these practices have renahed 
pore ere It Is going to be a real Job to root them out, and that 
eonon sequences of undertaking to shift from biack to white. 
Ove i Ol | » serious nature that If WyRy have to be a 
‘ proce L ce know 
Sen *Monroney. Dp other words. haven't vou reached this point : 
hat advertising of dealers which once was factual, respectable, honest 
| the p that unless an ad offers at least a $1,000 
on the latest model car, the average consumer doesn’t even 
i rest on the ad as he passes over 4 
| t he ‘ wai ( f compel tive advertising, it he gotten to the point 
that it takes ‘ loudest and most striking ad of those who claim to 
ffey h raest ora nt ona highly packed price to even get the at 
entiol of the prospect tive buyers. 
‘7 hey are defeating the value of honest advertising. 


Mr. Romney. [can see you have been studying the advertising. We 
intend to explore and follow the same procedure on selling, financing 


PRODUCTION CONTROL AND BOOTLEGGING 
No. 6: 


Primary reliance on dealer projections and order to keep car production suffi 
ciently balanced with market demand to avoid bootlegging and unsound inventory 
accumulation. 

Senator, I want to insert here parenthetically that I am not so 
impractical and inexperienced that I think you can ever have a perfect 
balance between production and demand because in the words of one 
of the very sage men in the industry, the difference between a shortage 
and a surplus is one carload. 

You can’t cut it that thin, considering all the variables involved 
because this industry is affected by all the variables in our economy. 
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Senator Monroney. What you are talking about is an eifort to avoid 
elutting the market with tens of thousands of cars beyond the reason 
able projection of probable sales. 

Mr. Romney. What I am talking about is what we have been 
through for the last 2 vears. 

Senator Monroney. Right at that point—-because I think it is 1 
portant here as you mentioned this business of overproductio Th the 
automobile statistics on cars in dealers’ hands is rather misleading 
under today’s bootlegging marketing; is it not? You do a area 
sonable and reliable list of the new cars yet unsold in the franchised 
dealers’ hands, but nobos ly takes the census of the big stocks that th 
nontranchised dealers have th: sittine on the oravel lots in every 
town of any siz 

: ‘hey are “new” Cars, OST of then having been driven lt al | SOTHE 
towed from distant points—but these cars that are called new are com 
peting with the “new” cars in the hands of the franchised deale 
Thus, the unsold new car inventory is an maccurate figure as to the 
burden on the market today. 

Mr. Romney. As far as I know, Senator, that 1s the ease. 

Senator MonroN] YY. We have heen unable to vet al Vv censu yf 

led new cars vet unsold in the used-car lots. 

Mr. Romney. As far as I know, most co mpanie: do what we do: 
namely, get their new car stock figures from their dealers. That 


not be true, Senator. I can’t speak for the cau COMPAL i 
respect, but as far as we are concerned, we get our new-ear stock fieure 
from our franchised dealers. 

Senator MONRONEY. All the other cor IpANTeSs do the sai 
ind therefore you have those ears thai have left the normal franchise 
distributis ! patte « Veu remail Unse lal and are A burden On 
ket. Overproduction is carefully covered up in the statistics in i 


wiih 

Mr. Romney. ‘To go back to this basic point of primary reliance or 
dealers’ productions and orders to keep car productions SUTTIC Le! ly 
balanced with market demand to avoid bootlegeine and unsound in 
ventory seainiuaaiiees. I inserted unavoidable inventory accumu 
lations. 

At best. it is a difficult j jo sb to k eep prod 1c tion and sales adequs ite ly 
related. Such a relationship is most likely to result where, in ad 
tion to other data, dealer sales projec tions are used to determine fin 


ished parts production releases. 

There is a lot of other data, Senator. It isn’t just dealer projectior 
as ] am sure you realize. Aetunl deal r orders play their proper pa 
in establishing schedules for finished car production. I don’t want 
‘ode misleading there. Maybe I haven't reflected enough the part the 


factory itself has to play in) ‘uN ul: atin v the data an de xercising judg 
ment in establishing hice ioachianiatias 

! will say this, Senator. Smee August of last year we h 
setting our schedules below our actual dealer projections, whic! 
an exercise of factory judement and decision based on other data 
that we had. 

Where the goal of volume and industry position have become dot 
nating considerations, where the goal of volume and industry posi 
tion have become dominating considerations, production at e| 








24 AUTOMOBILE MARKETING PRACTICES 


beyond the capacity of franchised dealers to handle on a sound mar- 
‘ting basis is bound, sooner or later, to break down any system of 
relating the dealer and his market. This is quite important. After 
all, this franchised-dealer pattern is built up on the basis of a rela- 
tionship between market and dealer, « yw dealers. When you talk about 
dealer being canceled for inadequate market penetration, that cer- 
ly involves some idea as to what market you are talking about. 
[nh rent i thiat approach to distribution 1s some effort to relate 
he dealer and his market. Of course, in met sei ogee in areas, you have 
' 


got a lot of dealers distributing in a particular market. You don’t 
uri th tup by sjTree 
Undoubtedly. dealer desire for gain has resulted in some sales of 
ears to retailers CKING Service facilities and parts stocks neces- 
sary for customer satisfaction. I] certainly don’t think hootlegei Ing 


Is just the result of factory overproduction. 

I think dealer “cupidity” avith quotes around it—has certainly 
played its part. However, to reach the widespread proportions ex- 
perienced in recent years, there must have been a departure from pre- 
vious practice of relating dealer sales projections and orders with pro- 
| or In usit g other data that factories have that should be 


used in developing produetion schedules and proceeding with pro- 


Phe effect of overproduction that creates pressure and incentives 
equal to those during 1954 and 1955 for new-car sales through non- 
ised channels strikes at the very heart of the f: actory dealer rela- 

lealer’s right to an 
adequate marketing ter Itory hn meeting his contract t obligations. | 


thin: +} | ] ° 
Thnk the two are absolutely AEE CeNEN 


tionship based on mutuality of interest and the « 


As a rule, the nonfranchi sed denler avoids the expense necessary 
fo pro\ ide the type oi facilities and service that will maintain the ood 
lame Of product, company. and its affiliated dealers. 

Kr ee the ngalinn pri imne advantage tends to disrupt the 
pricing pattern required for continuing health in the franchised dealer 
structure. Overprodt ition, bootlegging, and high pressure selling 
disrupt the market not only for dealers of the factory involved but 
also disrupt the market for competitors and their dealers. 

Senator Monroney. You blame overproduction for creating pres- 


1 


sures and ineentives such as those durine 1954 and 1955 for new-ear 


sales through nonfrancihsed channels. This strikes at the very heart 
of factory-dealer relationship. 


] acree with you there. but my home State happ »¢ ned to pase an anti- 


loading State law to prevent anv dealer from having to take more cars 
than he felt he could reasonably sell. It has resulted, in my own 
State, in what the dealers eall sales stimulators, which are franchised 


dealers for a ve ry small community, usually alongside n metropolitan 
eenter in which by careful attention to the good will of the fac- 
perhaps, in the Senate—this small 
dealer wv ho e normal market is perhaps 50 ears a vear, becomes a bio- 
shot operator—and gets all the ears that he needs, the kind and models 
he needs, when he needs them—and builds himself up sales in that very 
small market area to about 500a vear. 
Many, many of the dealers in several States have said that these 
stimulators which are not products ot pressure, but products of fae- 


tory we would eall it lobbving 


ae 
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Cory favoritism im Making the bahia bio shot Oper iol are result 
ing inthe increase in bootle@ging in those aren s because the man Is not 
se] Ing DOO cars to CONSUMeLrS, but three fourths of them Or more Lo 
to the used-car ee ae Who 
can t wet a sufficient number of cars to miaiitain the position in the 
pr 1ce-Wwel ht lass in thei ‘OUIMUNICY. 


hee 
1 e 4 } » 
So Vv ith a factory ae ‘e, and perh Ips with factory stimula 


tion, these stimulators are appearing in greater numbers in this auto 
! 
il 


mobile business. IT can't help but feel th it is with at least the a 
quiescence of the heads of factories and with the knowledge of and 


nitiative of nian of the zone or district sales 1 WnAUeers, 

Are you familiar with the stimulator tvpe of operation ? 

Mr. Romney. I think some people in the trade tend to call thein 
fringe dealers, or stimulators. They are two terms. Senator, there 
are Many Ways = bring hl he pressure ¢ ther than hammering the fist 


on the table and insisting that they take a certain number of cars. 

I want to Say this: As Itouch on any one pom of my testimony here, 
the relationship between dealers and factories is different between 
factories 1h the « case of each company, Our relationship With our 
dealers is quite different from that of other companies. 

I don’t mean from the standpoimt of our attitude, but T mean fron 
he standpoint of the economic realities of the relationshy 

I wou | 
as a typical relationship in the industry. I don’t think it is for eco 


1. 
ldn’t call the relationship between my company al d tis dealers 
none reasons, IT think that the relationship, as IT touched on earlier 
lik My te timony, has changed “ ubst: untially over the Vears as the eco 
nomic realities in this industry have ¢ ianeed, 

{ don't thinl vou are evolIng to choe it by a state law of thre type vou 
talk nbout , 

Senator Monroney. I think all of them will find a way of being 
avoided. Here is one oimmick that | have run onto since OVETIONaGINnYg 
was prohibited by State law. A Buick dealer in quite a large-sized com 
munity in 1} State now finds that because he 1s not cutting prices a 1d 
doing the fantastic “$1,000 savine” ads and all, that he is allowed only 
two Buicks on his showroom floor, They say, “That is all vour sale 


would indieate vou are entitled bo. Thev say, “it you sold as m ini\ 


ears as does X dealer in this little suburb of a metropolitan area who 

has gone from 50 to 500 cars, we could olve you more models to sell.” 
So if vou have an overloading bill that prohibits overloading, t! 

by an economy of s a ity on the adequate number of cars to display 

the dealer is still, [| lieve, under pressure, perhaps more subtly, to 


get out and cut his normal margin and the amount necessary to covet 
his overhead to get into this wild advertising merry-go-round. 


Mr. Romney. Senator, [am sure vou can appreciate that there are 


all types of dealers, and dealers are like people of ANY other classifica 
tion. They vary a ereat deal as individuals and as businessmen. 

I feel ure, based on what LT know of the in en trv. that vou will find 
exanples where steps are taken to try _ nt n dealer realize that 
he oucht TO do 2 hetiey iob before vou ea ea niuse Canc 1] } 

a pretty Serlous thing, nee have "() gevsilrset yak a lifet esa 


cumulation Inanv times in the dealers hip. 
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— 


As a matter of fact, we operate on the basis, and Mr. Abernathy has 

operated on the basis for many years, that his objective is to reach 
termination and cancellation on th e basis of mutual agreement. 

On the other hand, I am sure as you state, in recent years—and I 
think there has been some of it through the years, but I don’t think it 
has been as widespread as it is today—you are having the sort of thing 
you talk about happen for purposes other than generating the sales, 
justified by the national economic situation. I think sales in 1955 ex 
ceeded the level justified by the national economy. 


One other comment I would like to make, and that ts this: As you 
indicated, my first job in industry was for the whole industry, 
except for the Ford Motor Car Co.. and I even worked for the Ford 
Motor Car Co. during A war because the Automotive Council for 
War Production included the Ford Motor Car Co. 1 went into an 
industry. | am convinced——L know—that had been actuated funda 
mentally by a policy that has been distorted in some discussions down 
here, because it was an industry viewpoint as well as a company view 
point, that what 1s good for the country is good for the industry, and 
that the industry should undertake to de termine as best it could in its 

perfect way. what was good for the country. and do it, and that 
people in the industry ought to undertake to think in terms of the 
industry, in developing their policies and programs, 

[ am convinced that as a result of enlightened leadership im the 
nutomobile industry, that that poheyv has prevailed. I can’t honestly 
look you in the eve and say that I think that policy prevails today in 
the automobile industry. I think there has been a change, and I think 


ii } ui 0 20 tO I eal ] ie policy tl nking 1) the industry, 
id implementation that has created this situation we are discussi oO, 
I would almost put my finger on that one as about as important as any 


Senator, | interrupted you. Let me add: Tam hopeful that poles 
will revive. I have reason to believe it will. [think these hearings ean 
be he Ipful in brn ring that about. I don’t know whether it will or not. 


. . 
And if there 1s anv point on which [ would lke to have certainty of 


knowlede nhbove all others fr mi itihe standpoint ( f the fniure oft the 


enterprise that I am trying to rebuild, it is: What is going to be 
the basic policy in the automobile industry 4 Is it sheer competition 4 
| { heer “oa-eal cle Q *4 Qr 1 the automebile mcdustry FoOIns to 
c ( ny! i thas given hist av. 60 th inter { of the 

lustryv a whol the country as a whole # 

Senator Porrer. Isn't it true that no ir nehised dealer sells a new 
car for resale toa nonfranchised operator 

meee ee Senator, let me get that / 

> > Porrer. | nt it true that a franchised dealer who sells a 


new car for resale to a nontranchised operator. whether it is an indi- 
Vid? 4 | or company. ' An loth tT W the Wt the] i) wiles Oe f the eompany ¢ 


Mir. Romnry. Yes: I think that ismeht 

ss i yr Poy j i ( I ras, lers that e sellin thy 
irs tor resale 4 

M Lv M } o , : p)s de i che re¢ th) 
ut company knowledge. I don’t think if could possibly happen to 


bag ) ' ‘ \ 1 | vit , ' I>, 
degree it has ( Lilpopn Pe Ol omp icy wledge. 
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Senator Porrer. In other words, the fact tory has knowle lore of who 
the dealers are / 

Mr. Romney. Look, Senator. one of the dealers in the room—lI don't 

ww whether this is factual or not I don't know. ] haven't had sa 

mince to check Il. | don't know of mv own personal knowle Lore, | 
want to make threat clear—but one of the dealers in the room said within 
he past few days that in his metropolitan area there were 111 bootleg 
ra lers, and there are only fifty some-odd franchised dealers. 

Senator Porrer. Can you police that 4 

Mr. RomNery. Senator, again | have to rely on reports reneh no 
mie. I cannot verify cones It ports On the basis ot my own per onint 
knowledge. The Senator has touched on some a spects of the pr yblem. 

My reports are that there are dealers who have been franchised on 
the basis of a market potential of 50, 100, 150 ears. who are receiv- 
ing shipments from the factory of up to 700 and 1,000 cars in a year. 

Senator Porrer. I know it is not poss} ible at the present time for you 
to terminate a contract—am I correet—terminate a franchise be- 
enuse a dealer sells a new car for resale to a nonfranchised dealer. 
Many of the companies—and I assume probably Hudson and Nash 
prior to the formation of the new American Motors, had a stipula 
tion in their old contracts which gave you the right to cancel a 
franchise if a dealer did sell a new car for resale to a nonfranchised 
dealer. But that is not the case at the present time, is that correct 

Mr. Romney. Yes, that is right. Senator, I think on a small seal 
it would be exceedingly difficult to know who was doing what. | 
think the scale on which this has happened in the past 2 years is much 
ocreater than that. 

Policing anything as detailed as this is an exceedingly difficult 
thing on a small scale. After all, keeping people from killing each 
other is a diffeult thing to police. Car sales and production his 
torically have had a pretty close relationship to national income and 
consumer expenditures, 

[ think when you have a vear where car sales have been 33 percent 
in excess of the previous year and the level of disposable consumer 
expenditures only 716 percent ahead of the same previous year, = ut 
vou have had forces in ike picture over and beyond the type ‘of forces, 
‘practices, and policies that normally have been operating. C Nese in 
ear sales usually have a close relationship to disposable consumer ex- 
penditures. 

think another fact, I think that where—as was true in 1955—-514 
percent of total consumer expenditures were devoted to the purchase of 
new automobiles as compared to + percent in 1954, and 3 percent pre 


i 


war—that vou have had some factors operating over and beyond tlie 
normal factors. And where vou have nonfranchised dealers selling 
ears as widely as they are selling, and where von have had a market 
deterioration resulting in all the practices that have oe ee 
here and others besides, that if Sakata hed there is an ibala 11) 
the sitnation as between production and sales on a basis of long range 
interests. 
Take the credit thing. That is another aspect. 

nator Porrt Rr. Unless this pre ictice is stopped, vou are oomne to 

end up with a lot of antomobile supermarkets. Isn’t that true? If a 
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bya \ wot | vr Cal from Americ: 1) Motors 


Vote 11 from Ford, with a quick turnover 


wor. I thimk that is a somewhat superficial ap 

~if TL imay say so. TT know there are 

le of the industry saving that this whole hulla 

oO nthe dist! bution pattern of automobiles, and 
to move to a supermarket Dasis. 


not are he thi vou [ am just pointing out 


! \ Ww Question, Pam glad you did. That 


ton ! Thbyae to speclty the basie premises 

‘rit Ymong tho basic premises was the 

ferent tvpe of product than peaches or 

ople don't bring t old suit back im to 

‘{ rit into be maintamed and serviced every 
omenb k and want new buttons from the depart 
lont want new ribbing put on the suit, and so on 

fan automobile resulted in the development of 
tvp f distribution. and it also resulted in fae 
) oO sell net \ mo were Conese rned and always 


proper representation of thei product, 
t that people who are going to sell that prod 
tandards. They even insisted that thev have ce 


that thev offer certain services, that they have 
ad. part and aecessorires, as wel] as cars, in order 
movi re ( ferent if vou want to get me 
rive VOU one of the doweondest sale talks, fact 
on between these produets which require NEC] 
rong to vet an adequate job done 
e nnswer vour question It isn'ta 
ving a uniform product off the shelf. 1 
order takine The automobiles built by my 
th the latest engineering prin ples and every 
111s a} vith the construction methods 
gales Qne of mv problems is the tact 
ite that facet and to get dealers 
how up in appearance 
hift to that form of construc 
» ¢ t then bh) hones to do 
4 t mont] } Hise 
! 1 ] wst?ry 
luct on a shelf alongsid 
Everybody hasn't ewot N-ray 
1 same type co fructiol 
f ! eC CAT It iffects ¢ ery 
t motive ir purehase 
heen built up—and in my 
) t that dealers who are 
( f 1) ] f ] adi ite 
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facilities to render service ana that means parts al «| all th se othe 


things specialized traimine of mechanics, et cetera. Lnd therefore 

{ is uneconomie and contrary to the customer's interest to underta 

to permit this thing to drift’ from bootlegging into supermarket 
I think w are headed that Way, senator Mavbe that (he por 


dled that way as a result of 


] , ‘ ‘ ) 
vou hnve wot im mina. I think we are hea 
the interests of the industry, 


bootlegging. I think that is COntrary CO 
dealers, and the whole economy. 
Senator Porrer. Along with that point, isn’t it true that the ady 
e methods you cited earlier in your testimony have belabored the 


fact and overe) phasized the price cut, the new chrome or Wat 


it wary he, sonic underenipha WA {the inteerity ot the de iler. the ser, cf 
to bye rendered / We havea ituation right in our own State of \i Cl) 
Citle 


Save SEOOO 


oun of a dealer operating on the outskirts of one of our largest 


ndvertising over television “Buy your cars from me. 
BDO Whatever it Play be. “T don't have t| e overhead that the ot 
hash dias, It isstrictlhy on ace st basis 

Of course if you go out there and buy a car, vou probably will ev 


] = lit . 
vourservice from the dealer in that metropolitan area, 


Mir. RomnNpy. Oran individual repair garage 

Senator Porrer. So the U\ pe of adverti Ine that has heen COINS O 
coupled with the bootlegging practices, unless stopped, could bring 
bout the ve ry thing that vou and | have been discussing, which would 


be in my opinion detrimental to the consumer eventually, the so-ea 

Ipermiarket twp of automobile sales. 

Mir. Romney. rmsehatvor, IL havent escaped this central thoueg 
j hook or pamphlet on salesm inship I have ever read, and that 
that no company or product has a long future that is sold on pric 
tlone,and that you have to sell the product. 

I don’t think our industry has wot the type of healthy, vigorous 
basis at present for the type of future the automobile industry mu 
have to play its full part in our economy and the world. After a 
the automobile industry was the arsenal of democracy, the principal! 
one, In the last World War, and I hope it will be if we ever get int 
difficulty again. 

If the automobile ma IStry permits the trend of thu os TO CO 
that started in right after the war and haven't abated in sienificance 
as a matter of fact, it is worse at the start of the 1956 model year t! 


} 


it was at the start of the 1955 model yvear—nam ly, of selling product 
on the basis of almost she r price, the cd try’ future could 
ously nifected, it isn't completely threat Wav. but If keen tt 
more and more in that direction. 

I think it isa very unhealthy situation. Of course the supermark 
makes it that way. | think one of the largest aspect rf this tuation 


GS ¢ 
tliat as I travel around the country | see franeh - “l dealel Who hinve 
been appointed, who not only don't have faeilit es equ vilent tO present 
franchised dealers, because that wouldn't be a fair comparisor —after 
II. the pone ent franchised dealers had tO tari once. too. Dut thes 
haven't got facilities conforming with the beginning and el 
standards that have been applied in the past to protect the reputatio 
of product and company and future. 

Senator Por ren. Could | ask you just one more question : Wo Wa 


you like to have the opportunity, of placing in your contract with yout 
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dealers, your franchise, that if a dealer engaged in bootlegging, you 
could cancel his franchise ¢ 

Mr. Romney. Senator, that is a pretty severe penalty right off the 
bat. That is economic death—could be economic death for the dealer 
involved. I certainly favor a penalty. There are many forms a pen- 
alty could take. “TI think under more enlightened labor-management 
relations —? not comp yletely enlightened by a dashed sight, but more 
enlightened, that the penalty of discharge for various acts of the past 
have been modified and there has been a orvadati mn of pe nalties built 
up. 

I don’t think it is the magnitude of the penalty, economic death, that 
counts as much as the certain Ly ofa pet sae, j would hesitate to Say 
that I think that any dealer ought to be cancelled. You didn’t say 
that. Iam ti Oo words in youl mouth there. 

You said, “Do you think the fa tory ought to have the right to in- 

clude in the franchise the right of ¢ ancell: ation ? 

Senator Porrer. I am just asking the question if that would help 
solve this Saree of the bootleg situation—if you had that right—if 
it wouldn’t be in violation of the Antitrust Act, if you could put a 
provision in your contract with a dealer that within your jurisdiction 
you could cancel the contract if that dealer engaged in bootlegging. 

Mr. Romney. Senator, this is a pretty important question you are 


Senator, let me say this to you. I don’t think that is the real prob- 
lem. I don’t think that is the real problem. I think it can be cured 
without it. 

Senator Porrer. If it can be, it would be better. 

Mr. Romney. I think it can be cured without it. 

Senator Monroney. Wouldn’t you say that with such legislation the 
enforcement would then be turned over to the factory whic th appar- 
‘ly has not been averse to the creation of the very problem ? 

Mr. Romney. That’s right, on that basis it would, Senator. 

It has got to be licked by the factory and the dealer, Senator. I 
think overproduction has been a greater aspect of the problem than 
the cup city rf the « lealer. But it has 10 be « lone by both. J wouldn’t 
want to say here at this point that I would or would not favor the 
thing that you are t: alkin 17 about. 

I would rather give it further consideration. I would even rather 
discuss it with our own dealers, when we meet. It is a pretty funda- 
mental point you are raising. 

itor Monroney. Senator Payne has a question he would like to 
ask at this point. 

Senator Payne. Mr. Romney, I wanted to just explore a little bit 
further the question that Senator Potter raised with oe ard to polic- 
ing. I realize it isa dit ficult thing for you to answer, but I am going 
to ask this question as to whether or not it isn’t possible, if there is a 
sincere desire on the part of the manufacturer—and also on the part 
of the legitimate dealer—to see this so-called bootlegging practice 
pretty well stamped out ? 

Mr. Romney. I think it ean,sir. I think it could to the point where 
it isnot a major problem, Senator. You may have a little of it at any 
time, but gosh, if we undertake to stamp out all the sins completely, 
even murder, we become a police society, don’t we? 


»? 
a 
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Senator Payne. Right. But you do have a method, granting 
there is a sincere desire—and there has got to be a sincere desire o1 
the part of the manufacturer and of the dealer himself, the leg 
dealer, to cooperatively work together, 14 they believe that t] 
of the industry as a whole and the well-being of the people as si 
ure COIY to benefit because it the dealer does report factually hl 
sale, his sale can be readily checked through the registration ollice of 
each State. 

Mr. ROMNEY. Tha is correct. s 

Senator Payne. And the zone managers of ea 
in their visits and contacts with the dealers d 
to check the motor and serial number of the purchaser of that cai 


"4] 
‘h one of the compatie 


O have an Opportun ty 


when the registration was made; and by a very careful eross-check, 
which doesn’t consume too much time, as a matter of fact because che 


lists are readily available, they can determine whether « 
reaching from legitimate dealers into the hands of regular customers 
or whether they are being channeled into illegitimate channels where 
the bootlegging practice has become predominant. 

Mr. Romney. Senator, you are absolutely right. If any factory 
was really concerned about whether bootleggin o was ne on in a 
particular area, there are all the facts you have enumerated available 
that would enable a factory to determine whether it was ae on o1 
whether it wasn’t going on—although, Senator, there are some new 


wrinkles developing. 

The latest wrinkle is to consign the car to the bootlegger so the 
papers all clear through the unfranchised dealer so you wouldn't 
eatch that under what you have outlined. That is the latest wrinkle, 
the franchised dealer doesn’t sell the new ear to the bootleweer, and 
thus whew the car is sold by him it shows on the registration papers 
asa sale by the franchised dealer. 

Senator Payne. They will always find other wavs to get —— 
but up to the present moment there has not been evidence of a sincer 
desire on the part of the manufacturers—and I am talking across-the 
board—of manufacturers as such and legitimate dealers as such to t1 
to str: wighten out and put into order their own house so as to get ft] 
thing down on a sound basis. 

Mr. Romney. I think that is the biggest problem in this pic 
1 think that is the biggest need in this picture, Senator, and | 
it will do more than any other single thing. 

I am hopeful it is in the process of developing. TIT hope these hear 
ings will speed it and that the industry will, itself, take the voluntary 
means to straighten this thing out. 

Senator Payne. [ happened to run across a case going back to 
another thing that Senator Potter just mentioned, and I know it ts 
happening in other areas, but I happened to run across this one. 

A legitimate dealer has come in as a so-called supermarket opera 
tion, a car is rolled up by the carrier svstem, the advertising metho 
they use is very conducive toward getting customers down to tak 
look because of the great savings that are effected. and so forth. 

The ear is rolled off the conveyor. Do you want this car’ You 
can have it at nee ae. such a figure right now. We will gas it up: 
you can drive it away. We haven’t got the time to service it. he weve! 
right now, but here is your service policy. 
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A l you have to dois drive it upto Mr. Py who has been tl long stand 


ing dealer m this part cular area. You drive it up to Mr. X,. demon 
strate your service policy, and Tam sure he will make the arrange- 
mentsto service your car. 

Phat prea ice s voling to raise havoc if it is continued, in the etfect 
t roing to have on the long-standing, true, legitimate dealer, and 
it is going to have an awful effect on the customer relationship bet ween 
that company and its customers because there cannot be mutual satis 
faction in the product that that person is going to have under any 
such relati . |) , 


But you have all of those fast practices. We are talking of types 
"advertising I knov not] uu about the eoncern. \pparently this 
is a franchised dealet Here is one here | holding out newspaper 


Alber will sell you a 1956 Oldsmobile at actual cost 


1? 1 

\ little line underneath 

Using se gy expense that occurred in December, which we think is average, 
ves, Mr. Customer, in doing this we hope you will let us finance and insure your 
new Oldsmobile and if volume is large enough, we will make a little profit and 
vou will save and then we will all be happy. No red tape: no gimmicks. This 
! never been done before Alber puts his cards on the table 

\nv fellow that is 1 the car busimess, or has had any experrence 
with it knows very well indeed that that sort of a thing just can’t 
cont ne definitely without destrovine. No. i. the industry itself, 
and, Ni ee e denalers!l Ly) We leat lonsand the customer acceptance because 

just isn’t a lenethy proposition at all, before down the drain are 
COME to FO ome pheople \\ ho have heen in) business for ) long period 


of time, who have built up the reliability and reputability of the auto 
mobile industry, and they are just voing to fade out of the picture. 


bike 

Mer. R IMINEY. And not necessal ily the people \\ ho have contributed 
most to bi IngIne this situation about. Senator. 

Senator Payne. That isright. 

Mr. Rowney. Either dealerwise, or otherwise. T would like to say 
this hecanse IT don’t want this picture to get completely out of foeus. 
It ou] t to be said to the credit of some dealers I don’t know how 
many—TI know there are some dealers—who have resisted this sort of 
thine. who are still conducting their business on the basis of the ethics 
and the integrity that they believed in before we got into this merrv- 
0 round. 

Senator Monronry. Wasn’t this the self-defense, perhaps, that you 
are talking about? This man is a franchised dealer. If he does not 
sell the established factory goal of cars in his franchised area as set 
by the factory competing with two or three dozen dealers, nonfran- 
chised dealers and bootleggers who are registering cars in his area. 
then this man is on the griddle with the factory because he is not 
maintaining the leadership required in his price- weight class. 

Senator Payne. This fellow may very well be a victim of the very 
circumstances we are talking about. 

Senator Monroney. So it is a self-stimulating circle of bad dealer 
practices that have their genesis in bootlegging, but finally contami- 
hate your whole stream of automobile distributors. 
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Mr. Romney. I am convinced of this, Senator, that the principal 
need is not legislation On bootlegging, that the problem ean be cor 
rected without it. 

I am convinced that it is so widesprea 1 that no one in the manu 
facturing end of the business who hasn't i ist sn mply vot his eves 
closed could possibly be of the opinion that it doesn’t exist and I am 
convineed that its existence Is threatening the future of the business. 

Furthermore, as I indicated earlier. I = one reason—I don't 
mean the only reason but one of the prince reipal reasons why auto 
mobile sales are going to be less in 1956 than in 1955—and I don't 
know of anybody in the industry in a position of leadership that 
has indicated to the contrary recently one of the reasons is because 
we are voing to begin in 1956 to pay the price ot bootlegging, price 
packs, finance packs, misleading advertising, absurd credit, and inde 
fensible credit, overproduction 

I think you can make a pretty good case for the idea that produc 
tion hasn’t been any further out of relationship with sales than it has 
been in past years. I think vou can make a pretty darned good case 
on that basis, but to make a case on that basis, you have to ignore all 
these other things Lam talking about. 

Some of these things that I am talking about are like narcotics and 
nflation. When vou gel into them, you find you have to keep taking 
progressively | 
lation. What are the dealers going to do to customers that thev sold 
on a pack | yasis In 1955 and 1954 ? 

Are they going to > pack again im 1956 over and bevond previous 


arge! (loses Be order to keep the same decree of stimu 


packs in order to give them an equal trade-in allowance. or is the cus 
} 
tomer going to sav “Gosh, [am not getting as much on this used ear 


I rot the vear ly fore, or the last time | traded, and dela his 
purchase.” 

Certainly, as far as Tam concerned, I want to make this clear. One 
of the dangers you always get into in undertaking to deal w ms some 
problems is that people seem to think that is all vou are aware of. 
I am equally aware of the fact that the American economy should be 
a stronger economy in 1956 than it was in 1955. 

7 hy elieve that the national income will be ereater in 1956 than it was 
in 1955. [think the factors are there for it, potential personal income, 
‘rise in population, and many other factors of growth. 

But I don’t think the automobile business is going to be bigee) than 
1955, and I think we are completely out of kilter here asa result of some 
of the things we are talking about. But I still say to you that T thn 
on the basis of statistics and comparison with prior years, vou cal 
make a strong case out of it with the idea that 1955 production hasn't 
been any further out of line with sales than it was in prior years. 

But I again go back to the fact, when sales are 33 percent over a 
year ago, and consumer disposable income ts only 71s percent higher, 
car sales were stimulated way up out of line. 

Senator Monroney. Relating to what was said earlier by Senator 
Potter and Senator Payne of ace responsibility in this bootleg 
picture, an interesting statistic I ran into ina study in California was 
that twice as many cars are registered—new cars—by dealers in Cali 
fornia, all dealers, new and used-car dealers, as are registered by pur 
chasers in Michigan, but the acceptance of cars from the factory in 
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Mi hig in equals pra tically he acceptance e of fr: anchi ised de alers “i's 


In other words. if the factories can't see the bootlegging that is 
coing on under their very noses in Detroit, Flint, and other areas, 


how ado you expect the dealet to trust too much the turning Over to 
them the forcement of bootlegging legistlation—by amending the 
Antitrust Act—to climinate a practice that is so obvious that the man 
whoruns can read What is going on ¢ 

Mr. Romney. Senator, if you ever get around to the question of 


amending the Antitrust Act. there are things a lot more important 
than that. I don’t know just where we were in my prepared statement 
by the way, I know a little bit about the Antitrust Act because | 
used to represent the Aluminum Company of America, you know, so 
I have been with the monopoly as well as with the competitive industry. 
Senator Monroney. I understand just parenthetically, since the 
selling of our aluminum plants, that instead of having about 90 per 
cent of all aluminum production in America, Aluminum Corporation 
f America now has about 50 percent; that Reynolds has about 2 25 P er 
cent, and Kaiser 25, but even the Aluminum Company of America 1s 


] 


selling more aluminum than they have ever sold before. 

Mr. RUMNEY. S i or, | made a little talk yest rday at the National 
Press Club and one of the points TI made was this, that when [left the 
Aluminum Compa ' of America to go into the automobile business, 
there was only one aluminum company. 

[ used to personally take the annual production figures on aluminum 
to the Bureau of Mu They would mail them to me from Pitts 
burgh and I would vides them over. In 1 month now we produce 
more aluminum than used to produced ina year. I have know! 
ion made by the Aluminum Company of 


: ; 
edge of the great contribu 
An erica. 


The Aluminum Company of America has done a great service for 


this country by deve loping new metal and the art of sing it. Bait 
Y ! 

competition IS a great thing. W hen | went mn thre sdecdbiveae ithe bi “] 
) 

hess, there we re 10 passenger-car ¢ MN pPANEs, phere Was only one 


aluminum company. 
lodav there are five aluminum companies and there are five passen 


ger-car Companies. the Government, throngh its judicial and admin 


] 4 
Istrative processes, has mterve ned in the aluminum industry fo create 


four competitors. I thin k that has been a good thing. 

I think the country has benefited; the consumers have benefited; 
everybody has benefited. 

Gosh, when I was with the Aluminum Co., the Aluminum Co. used 


to be like a Government bureau. You advanced on the basis of se- 
niority. Thatis one reason [ left it. | was a young kid trving to get 
along, and [ thought maybe a competitive industry would provide 


more Opportun ty. 


\ 


. ] 
Now there is more oppo tunity mt 


© Aluminum Co. today, both 
‘ s employee ana orenter henefits Tor consumers. Tenm hot sugg@est- 
ing, and I want to make this perfectly clear, lam not suggesting that 
there be Government intervention in the automobile industry. I! doi 
wantit. I don’t believe init. Jt may not be necessary. 

t think at this point it could take the attention off the main prob 


i 
lena. l think the main probl nis a” change of viewpomnt within the 





AUTOMOBILE MARKETING PRACTICES oo 


ustry an SOME changed poli ~ I think t 

rv who have me previou DIO pi blen re DIP enoug { ie 
Corie 

eg still pulling my chip on that idea. and that that 

thai ee thse ip "CSS OT a searciing reappral al of jo Lh¢ 

ive been Tunctionig reper industry from the very top. 

i ado Latina end I Sith Chis WITHOUG anv reservation, t | at 
Sora public poly to have a al nth Comipanles, 10 1 SOUNG Pp 
pol cy io have iil least a passenge ‘ar Colapanies, Decause the 
pact Oil this eCOHOTS Is Maho as Great a you yas nce if 
compelllion- look, if a commodity loses the d scipline of ColMip { 
If eXposes itself to the diseipling f absolute authority, and t it 

( { mity « ly mo private ha ds Ol pul e hand I { 
vani to see that hetpoen. 

| believe—nana I seid THIS al t| Nutior ! Prive s (‘ju ) \ e day 
I believe that aman the basic things needed for my company to su 
ceed is for this depi rable market ne situntion to strareht out 
Cause thr , mipact On mV COMpany is L¢ er . and on ny dealey 


The other is an adequate job of communication of the fact that we 
are producing superior products, despite all the illusions of size and 
the tens of millions that others have got to spend tO promote the 
contrary idea, 

Senator Monroney. Isn't it a fact that the history of the monopole ji 
of the 90's era was filled with a pseudo-competition which, in fact, wa 
such a ruthles law of the jungle that it led to creation of monopolies 
that vou want competition, but you want true competitive effort a: 

cording to certain Marquis of Queensberry rules. 

You just can’t compete in politics with your opponent with a gun. 
You have to observe normal competitive observances and good form 
and in good spirit. The ruthless competitive law of the jungle can 
create more and more a 

Mr. Romney. Senator, I don’t think we can preserve any form of 
freedom unless men exercise self-restraint on the basis of enlightened 
selfishness. 

We are getting a little bit afield. Do you want me to complete my 
statement ¢ 

Senator Porter. First, I am going to have to leave, Mr. Romney, t 
go to the floor to make a few comments on a bill that Se nator soos J 
is very much interested in. 

Mr. Romney. I hope you don’t have a difference of viewpoint. 

Senator Monronry. Just yield to him for a couple of hours. 

Senator Porrer. I would like to comment before I leave. I agri 
with you that it would be much better if this bootlegging prob! 
can be solved without amending the antitrust laws. I think when you 
start liberalizing the so-called antitrust laws, you are not too sure hov 
wide that gate is going to be opened. 


The only thing that has concerned me is the fact that this is not 
condition that developed overnight. It has been known—it has bee: 
known by the industry, it has been known by the dealers—and rat! 


than slacking up, it has _ n intensified. 

L hope that your optimism—and I think your very challenging sta 
ment is a good i indication that as one company, you want to ao son 
thing about it—I think I certainly agree with you that it is much 
better that way than to amend the antitrust law. 

(343s 5o6—pt. 1 { 
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Mr. Romney. Senator, | want to be completely frank with you and 


{ at Thi) -Astara We ire concerned, bootlegging isn’t a big problem. 
Senator Porrer. [can appreciate that. 
Mr. Romney. [ dor ‘t want to sail under false colors here. Boot 
egging isnt ibig problem. 
Senator Porrer. As far as your company is concerned. 
\i RRoMNEY. I 0 ry) fronted with the same problem in poli 
¢ that other people in the industry are confronted with. 1 can see 
a aiinets at it i e what it Is doing to my own industry, my 
) QIii] Veand wat dome to rt bye rcompanies. 
| ! he Wwe early tages of beginning to pay for it. 
Actually. as far as T know, in the period of the industry Lam familiar 
' rcthand. ] ‘tt wo back beyond 1939, bootle@einge has been a 
( plareely tiie 2veal mavbe 3 venrs. 


| is been neceleratine its effect, bit prior to recent vears and a 
f time, 1 don’t think it has been a major problem. 


1 ® “ ] 1 | 
-~ ‘ VO will alway Vt Some ot it as vou will have omer 


~enator Porrer. I regret I won't be able to hear the balance of your 


t t re 
~ 1 Monroney. Just stay here, Charlie 
\] I {N lappre Te \ u being here, Senator. 
cS ih ate i oe 
.. ti \fonroney. DD 1 vou have anv questions. Senator. Thur 


_ \Mfox NEY “ tor Payne? 

~ Payne. No. . 

Se \foNRON] You may proceed. We are sorry to have these 
| K en vou touched on the hootlegeging sub- 


e active Interest of everyone in that problem. 


VIee R . (soine to No.7 

Joint ! ethods of avoiding excessive fluctuations in car sales 
nd pro ning them at profitable levels for both the dealers 
1+) { + 


Inherently, the automobile business is confronted with seasonal 


Aiety tions. (‘ons dernl I effort has heen expended to devise pro 
rams that will reduce seasonal and eyclical eyrations. Some have 


roven successful and others have been ineffective. 

One successful prewar move was the shiftn oO of the industry's nen 
tie nal Auto iobile show fro. ) J wMuaryv to ¢ etolbe I’ Sales. produ tion. 

cif mployi lent fact ndicate that this ended to reduce the spring 
<elline peak al d tO 1} CTeASE fall] sale and accompanying production 
inde: ployment. 

[ nfortunately, the industry in Posey ar vears has not vet been 
thle to agree upon the resumption of the national automobile show 
ind such sales-stimulating exhibits as are being scheduled are largely 
beme held in the winter season, just in advance of the spring season, 


i 


hich tends to push it wp. 

In the case of (merican Motors, fluctu tions in our sales, production 
ind employment tie in to the basie elements of our factory-dealer 
relationship and raise peculiar problems that we want to discuss with 





We currently rely primarily on dealer sales 


s of such length, that dealer failure to mateh pore 
se | 
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raevwier COUNCIIS, Involved is the fact that in our relationship v Ith 
r dealers there is no element of compulsion on the part of the factory 
projections and dealer 


rders im establishing our raw material releases and product 
wdules. 


Q?! 


The time require d for securing raw material fabrication and delivery 
f such length, and time required for parts Sins tion and deli very 
yyections \ t}) 
ers——or dealer cancellation of orders once places creates imba 
neces TN this product iOn and sile ; relationship. 
| 


We heartily concur with the idea that dealer-factory relat 


fionshiy 
hould represent a two-way street. In our ease, we believe dealer 
hould have SOL obligations with respect to advance ear orders on 


firm: basis that will permit intelligent production scheduling. 


1 | Is pont ot policy also contemplates consideration ot the a t 


1 
ve influence of practices such as those described in discuss policie 
d 6. It is my impression, based on reports I am receiving from 
lers and Industry sources, that the unethical and misleading met 
idising and selling policies pursued in the past 2 years and factory 
ves for volume, have begun Lo adversely atfect present ales } 


tion, and employ nent, 


euess one reason it is so difficult for people to apply sound moral, 
ind economic principles in business is because the reactiot 
(on) ( don uy Is frequently somewhae delaved. 

Furthermore, the disadvantage from not doing so are usually slow 
‘first appeaarnce and in their ultimate consequences. Senator, 

e is a delayed reaction from unsound marketing practices. 
\inone reasons W hy automotive sales, production, and employme { 
56 will be less than in 1955 is that some cars were sold on retail 
nancing that extended for too longa period. 1953 and 1954 customers 
» bought ears with little or nothing down with up to 48 months to 
Vare notina position to trade in their last purchase on a new 1956 


“4 


ator Monroney. Is that correct—48 months to pay? I thought 


bout 3 vears with nothing but the old car down was the limit. 


Mr. Romney. It has gone up to 48 months—42, quite a bit of it. I 


aven't heard of anything higher than 48. I don’t think 48 has been 


‘neral, Senator, but there has been a oreat deal of tt above 30 months. 


“e] 


ator MONRONEY. Thirty six, I thought. had been the maximum. 
hat iswhv I was wondering about that 48. 

Mr. Romney. Thirty-six ts fairly general. 

Senator Monronry. But many of those have a note which makes it 
issible, then. to make it look like 3 vears’ at 850 a month, but whe 


von read the fine print you find you still owe $500 or 8600 at the end 


, 


ceustomed to bry Ine acar every 


f 


that 36 months: an dl then you have to refinance that at substantial 


financing charges. 


Mr. Rom weY. That’s right 
The point I make there is absolutely a fact. A lot of custome) 
? vears now find thev have got a lot 


to pav on the old ear yet, and they can’t pay for a new one too. 


‘ 
Senator Monronry. I understand the dealers now are making 
) © ° } ? - — 
ides—not the exception, but sometimes the rule—assuming the re 


ning payments due on the used car when the trade is made: 
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t] ey not oni nance the new car completely ana take the used Cal 

exchange, but assume the customer's yet unpaid balance on the used 
Cal ey ive LKen 1 

Mir. Roanny. Senator, as I have indicated on bootlegging, it is 

oe toshift overtoa ditferent form a little bit. You cite this sales 

patt relationship to the finance situation. It all goes back to, I 

think, the point [ made that these practices are like narcotics and in- 

lation. You ge’ started down this road and if you are going to keep 

< lating if, vou have got to find some new wrinkles that are even 

“s e old ones were that you were using, you see. 
The ‘| hasn't been paid for vet. This is blocking some sales. 


i * 
Furthermore, customers who received overallowances on their previous 
ow bring in their present car bought on a packed-price 
basis, lit difficult to reconcile the full impact of this procedure on 


tra es on newer models, and unless the dealer adds an- 
other big pack his deal doesn't appear to be as favorable. 
| bootlegging d blitz selling of more cars than the market rea- 
S y justified in a particular year like 1955, simply increased sales 
t red t 1e] now, 


Senator Monroney. Let me ask you. You referred to “pack” sev- 
a way that I belleve vou feel as I do, that the pack, 
sed even by some of the most reputable dealers, 1s one 


of the os that destroys the confidence of the public in their rela- 
{ ] . 
- sed dealers. 
\M R MNEY Yes, sir, | have had SO 1M of our dealers ask me: 
‘ St packs, and are you saving to us we ought to dis 
~ tor. situation where they have got to compete with people 
sing them, I haven't been able to say “No, you musn’t use 
- tor Monron} It would take a bold. new reappraisal of all 
of thi t = to get | to what onee was the custom of advertis- 


ild it not ? 

Mr. Romney. I am not sure, Senator, on that point. I think the 
ibuses have re ed the point where there may be competitive advan 
tave in setting a new pattern. After all, John Wanam iker built nl 
great business by having one price. It didn’t take all the companies 


lama great he] r in the idea that individual companies LT ck 
think it would take the company and the bulk of its dealers in the 
support of a program to really straighten around, to get public credit 
for It, to get consumer credit for it. so the dealer wouldn't suffer. 

Senator Monroney. If honesty in advertising and honesty in pric- 
ing were established, the reputation of the product would be enhanced. 

Mr. Romney. That is right. 

Senator Monroney. It would seem to me if anything could come eut 
of these hearings—to again get back to not enforcing antipacking by 
law, but by the factories thev have at their disposal, if they would 
eare to vo back TO 1. the nght to publish the snovested list price. 
The consumer then would certainly know that he is being quoted a 
pack of $1000 or $1500 which the dealer frau kly savs is just a give 


AWAY on A (ri de in. and he doesn’t ever expect TO collect it. 
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IT must say most of them are honest enough that if a ms comes in 

thout a trade-in and he is pricing the car with the pack © in if, most 
of them that J have seen will readily say, a want to give you a special 
discount on this car and take the pack out.’ 

Mr. Romney. Senator. I am sure you realize that probably none 
of these problems are new. They are new in their magnitude. “The 
are new in that they have become fairly general, and pre World Wa ar 
[I factories and dealers were in the main trying to maintain a set of 
standards far superior to those that prevail now. 

They weren’t universal, but at least the standard and the eifort were 
there, as 1 will point out ina minute, before L conclude. 

Senator Monroney. In other words, you could stand the morality 
of an oriental bazaar in pricing goods in a few isolated cases, but 
when it becomes the pattern of the dustry to use methods of tha 
sort, if is extremely dangerous for future dealings. 

Mr. Romney. That’s right. 

We think every source of wisdom that can be applied to ave ding 
fly an in the car sales, production and employment, should 
tapped and analyzed. ‘That is more importantly a company-by-com 
pany problem, rather than an overall industry problem as far as I 
am concerned, although there are elements of it that are overall 
industry. 

\fter all, automobiles represent a highly deferable form of put 
chase. Car sales are very sensitive in their response to fluctuations in 
national income levels. The purchase of the latest model can be post 
pone d it necessary. 

Under these circumstances, a challenge to every company = the 
development of policies and programs that will avoid costly fluctu 
itions. 

Here is this point, Senator Butler, you asked me about earlier on 
vo. 8. You were particularly interested in point &. 


SHARING VOLUME BENEFITS 


Consideration of annual programs for sharing with dealers the financial 
benefits from future growth and greater total sales volumes. 
American Motors is dedicated to a growth j in its market streneth 
and production volume. We feel it is a matter of good business and 
equity that those who contribute to this market growth should share 

1 the financial benefits. 

Senator, that doesn’t have to take the form of profit sharing. ‘There 
are many ways to give people the benetit of profits. Wag 


ve earners 
get it in higher wages and they don’t have to get it in the form of profit 
sharing even in wages. 

There are lots of ways. ‘This policy was established prior to the 
announcement of our 1955 models and resulted in our voluntary estab 
lishment of a unique and exclusive dealer volume investment fund. 
Under this program, we gave American Motors dealers discounts and 
area bonuses equal to the best in the industry and in addition estal 
lished a commitment under which the factory set aside a specific 
amount on each ear sold to dealers by the factory. 

| want to add here parenthetic ally that there were considerations 

ther than the statement of principle in this point for the program 
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we had in [Do If later you ant me to elaborate them. I will 
o| ttodoit 
Phe amount set asic per cal ncereased as sales mereased Senator. 
they inere ed for all dealers It was not one related to the sales of 
dividual dealet it was one related to iles of all denlers. so that 
i ules moved Up. all dealers moved up equally, VOU see, 
Under this program: we set aside, per unit of purchase, during 1955 


more than S6 million that we are currently distributing to Nash and 


I] liso! lealet Phy | neome Lor hem ove and bevond that 
realized tro. Ora a Oults ana bon eS. it contributed ton eve 
of Americar NI Lol dente. prolits more than double tho e of 1954 
Lomiierlhit ay triad e did that despite the fact that in our fiseal ver 
( Septel Del Q we fost SO niillio plus, and our payment to 
dealers under tl fund was almost equal to our net loss after tax 
i * 

CeO] y th the basie prinerple of this programa, we 
OUnNCea a DIOcdilT1ed dealet Vottume il estinent fund Progra i 
oY Let i <plain that a little bit In 1955 it started on the first 

iF really based on factory sales which are sales to dealer 
Pactlon fo the dearel “Tn 1956 we didn’t start on th 
i! Nd be IM the ba ( prineip that we are interested ) pel 
pe iting ere sa pl heiple of sharing the benefits of merease 
Ve ‘ 
S fed l Olume of cat I) vl eries that wa ic! 
It early in the model Vea but we are already Littl 
! So vou en ee it Was a fairly reasonable W 
of the volume required before it: takes etfect 
cation is that the initial mnount et aside doe 
tl Hirst cal sold but. rather. tarts on each serie 
les that readily attainable It is entirely 
nder this program tl Ss veal will exceed thos 
of eon what our volume | 
In 1955. time prevented submission of the proposed program to ou 
dea le before it ompletion and announcement. Tlowever, th ul 
we hmiitted the proposed program to out Nash Dealer Counerl and, 
as a result of their suggestions, made important changes in it, chang 
that did not alter the basic character of the program or the magnitude 
ft] ‘pote Pdedd Thdveudae i} conumitinent but, rather, its detailed app { 
LION). 
Phe suggestions of the dealer helped greatly in developing a pr 
eran that will mean more to the dealers and will avoid some objection 


features that were not readily apparent to our factory group, and 
others on which there was a difference of viewpoint and uncertamit 
tothe dealer reaction. 
This experience, in itself. confi med our conviction threat dealer advice 
and counsel on matters for which the factors reSPOUSTDIE i} 
unqualifiedd respon ible isa desirable and helpful thing. 

In the « OUTS? of the dis Usslon of the modified dealer volume invest 


ment program for 1956, 1 or 2 dealers su 


rr sted basic modifications 
f ble ¢ ylicati } | WIE “oy Veo hs »gopeed ¢t dis 
hor possible application in subsequent years, Ve have agreed to (i 


cuss their ideas at the next meeting of the coum il. 
Frankly, the dealer volume investment fund we don’t consider is a 
permanent approach to it. The program we had in 1955 was different 
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from the one we had in L956, and as we move forward there may be 
other forms that are better than that form. 

As a matter of fact.as [have indicated, dealers actually su ted 
modifications of a quite different character, fundamentally different 
character, but they still represent the spirit of the approach. 

Senator Monronry. You keep saving “dealer investinent program 
Do you comprehend that this money should be available to dealers 
as they earn it on their increased volume, to plow back into their plant 
into their facilities 4 

Mr. Romney. Senator, the 1955 program was developed for thre 
reasons, primarily: One was because we knew that in 1955, as a nes 
company, we were going to go through a difheult consolidation pre 
Cra. Wi decided to move all Hudson produet on over to Wisco l 
and we knew we were going to be late in vetting out our 1955 model 

dthat that would have a serious impact on the dealer 

‘| hosad was one reason for it: to eeeeene ize the lthip Ct of that ONSOLICA 
tion and our merger program 
The second reason was the principle that [T have stated. of sharing 
the advantages of increases in volume 

Phe third one is the question vou asked. We are in the process ¢ 
trving to build Wp our volume. Senator. vou don’t have to have m 
lions of ears in volume to be successful in the automoblie busines 
depending on what your present investinents are. 


in our case, with 160 to NICK Cad ha given series, we 


Wt ont. cost and pricewise, Overall, we are posit oned so t il 


I 
or 550,000 would give us wonderful profi 
Incidentally. until we hit this perrod characterized by the problen 
vou are discus ng, \merienan Motors was the second best enrnetr »} 
the basis of sales in the automobile busines We were se (| 


to Greneral Motors, so we know a little bit about the situation. 
We knew that. m order to move up the volume, our ade: 

have increased working eaprtal and. in some cases, inproved 
Senator Monroney. Better locations: better salesroom 


Mir. Romany. That is right. We ealled it the dealer volume inve 


a ( tuna. hot pecause it payiiient Wil eontmeent ( | (| 
ny of those things, either putting it into working capital o1 1" 
bytat he HUSe We wanted to encourage tty 1 te do it 1) ' 
they wer defierent mth se respects. 
We also | new we were voing to try ana move more th Ven t} 
vear, md weare still eome to try fO move more this ven 
yt il Weth nik we have eot thre bys) 1 of don Fie ie 1) theo { 
overall madustry pieture, becatise we were only i thea rie 
big cars about 7 months last vear, and we are the only compat 
mnpletely new car in the low-price area, the biggest volun 
We think that and other advantages will help us. 
We fel bike by encourneine the dealer tO Use Omiull 
ad lot of dough for Ol} denler . to bya ha workt i’ capital ‘ (| 
il would he a wood thine. That all has to be done on the b ai 
}¢ sha lon. and our relation 1) > WITH our ce ile . SS] I tliat i 


you we are not mn the positie nto use compulste } 

IL hope we have the self-restraint not to, when we reach that 
1S far as T am concerned, well | don’t believe im 1 I dont b 
lat is the way to get maximum competitive result | 








~ 
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element of —— n is contrary to the concepts of freedom that 
built progress and prosperity, and actually there are many forms that 
such shai ‘ing of the financial benefits from erowth can t: ike, and dealer 
thinking in the selection of the form that will produce the greatest 
mutual benefit in any particular year is What we are seekine. 

Senator But ler, I assure you there is no concept of u sing it for the 
purpos eoftn rod) ifying the pe moran ol the desler body in any way. 
[ believe rei ae {101 on the ch: wuacter of these po licies will confirm the 
genuineness of our belief in the mutuality of: the mierests of the factory 
und its dealers and oui ssaeneinities ts In progress. 


SLOAN QUALITY DEALER PROGRAM 


In the current discussion of our statement of policies, many have 

cealled the quality dealer program formulated and announced by 
Mr . Alfred P. Slean of General Motors in 1940. Parenthetically, I 
would like to say I consider Mr. Sloan an individual who has con- 
tributed as much to the industry as a whole as any man I can think of. 
I place him in the category of Mr. Ford in that respect, in my thinking. 

In preparing this testimony, I read again Mr. Sloan’s talk before 
the National Automobile Dealers Association in April of 1938, The 
Dealer, the Manufacturer, and the Consumer. 

I also reread his statements on his quality dealer program as re- 
ported in the March 4, 1940, Automotive News. 
Let me quote a few timely and pertinent excepts from Mr. Sloan’s 
lk to the dealers: 


You [dealers] are entitled to an organized plan that permits you to sit around 
the council table and, in a cooperative way, express your views as to what should 
and should not be done. 


There are all separate excepts, as T have indicated in my text. 


In the administration of our relations there should be a definite plan embraced 
in the organization scheme where you, the dealer, have the right in your own 
interest, and a responsibility in the interest of the cause as a whole, to a review 
and decision on the part of unprejudiced authority in cases where you. have 
reason to believe that your equitable rights have been prejudiced. 


Maximum penetration of the market * * * by establishing a definite relation 
hip between the number of dealers and the potential market for the product 
that those dealers are to sell. 


8 


If that doesn’t cut completely across bootlegging, I don’t know 
what does. 
I do not believe in the policy of superimposing, over a price so determined, 


“packs” varying with the customer, with location, with the state of business 


and with the dealer, either to provide a source of income or fer the purpose of 
nfluencing the judginent of the customer- 


that is an important one 


influencing the judgment of the customer—one deal as against another through 
the practice of greater used-car allowance. 


Under no circumstances can this component 


historically that has been the toughest problem in the industry- 
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endorse the “packing” of finance charges, either from the income standpoint 
of the dealer or to prejudice the judgment of the customer, one deal as against 


another, through an added allowance on the used ear. 


In the past there has been too much dictation, too little cooperation—a carry 
ver from the day when the automobile niarket was a seller’s market. 


Government is essential to protect and develop our civilization. But let us 
ve government by law-—thou shall or shall not—not government by edict 
That means stifling regulation—the direct road to regimentation ee Pe 
exploitation of industry by regimentation means the death knell of individua 


enterprise—the American system which has made possible a standard of liv 
hich is the envy of al! peoples. Remember this too. If 


definite law, is unsound and uneconomic, even the all powerful cannot make 


a policy, even expressed 


it work 
Therefore J ask you, is it better to look to the conncil table or to political « 
trol? 
He described his progr: ; r lel and hel Pi 
e described his program In terms of a model, and he Kept reterriny 


to ‘omponent. 

Senator Monroney. Might I ask on those quotes, quote No. 1, Mr. 
Sloan advocated an orgvanized plan; to =| ‘ round a counell table ana 
iii & Cooperative Way express their views of what should or should not 
be done. Is this the present prevailing practice throughout the auto 
mobile industry teday / 


Mr. Romnnry. It depends, Senator, on your interpretation of t! 
word “organized.” In my judgment, it isn’t an organized approac 
to select and appoint members of the dealer council. I don’t think 
that you can validly contend that an organized approach can develo} 


except on the basis of dealers being freely permitted to select the 
representatives that he wants to represent num. 
‘ . ry. 4 . 1 o ] ] | 
Senator Mlonronry. That is, a free, democratically selected and op 


erated organization speaking their view indepel dently. 


Mr. ROMNEY. Yes, sir. it is true that Mr. Sloan. a ting unde? 
statement of policy, took the leadership in doing something that had 
never previously been done in the industry, namely he set up the first 
dealer council that existed in the industry. It was a dealer council o1 


the basis of selection. 
As late as 1947 there was no other company in the industry that 
’ 7 } } 4 4 2 ¢ ; ee be 
even liad a selected dealer counet!. Asa matter of faet in my ind ry 
‘ 7 ] rey > *) itl t} +t tir)? I ‘ thar lL AMA 
Capacity was concerned with that situation i was then With ALA 


° | 
and brought about meetings between the NADA and the industry 
try to rectify that situation. 

My interest in this thing has gone back for} : 

a recent interest, and the statement of policy which we issued was no 
one concocted as a result of congressional hearings in Washingt 
although they did influence—I am perreec ly frank to admit | 
ine of the announcement, 


Senator Monroney. Jn statement No. 2, where he expressed the 


} 1 1 ie } 1 > — 
Ine there hould he 3 detinite plan where the dealer wonl have 1 
roht “TO A review } vl deeisi 7) Ol} the DArTtT oft unpre] vies ! AU 
ty.’ would vou say thet 1 } th We] ral P t ’ ‘ t } 
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Mir. Romney. No. 1 don’t think anyone has that at the present time. 
t y } ‘ ° . ‘ 
What he set up was a procedure under which the top people of Gen- 


eral Motors would take a look—the dealer relations board or dealer 
appeal board don't know the exact name. Mr. Sloan at first was 
hewirme of it and [ think Mr. Curtice is now chairman of that 
board ind they | ar ippeals by dealers, 
\oain, Senator, it d pends on What vou think the mi ining of in 
a { pPrepucadiced I) MV BOOK unprejud eed authority 
hot ted directly ith only one f the parties directly CO! 
‘ d { e dis} e, making bread Cie Ol 
Ss itor Monronry. Y« mean the prosecutor, the jury. the judge 
ind eve { of 
Mr. Romney. That orre: I don’t think that isan unprejudiced 
Pproa l I (Ol ky \\ whether t] it what Mr. Sloan had in mind 
K he these statements or hot, But anv event, What eventuated 
S biel | have de ribed, nha ho co pra V has al vthing else aut the 
poie Citi 
Senator Monroney. On point No. 3, on the “maximum penetration 
f nial t’ the rel tionship between dealers and the “potential 
larke for the product threat those dealers are to sel,” do you think 
nvone is doing that as a prevailing practice in the industry 4 
Nix. RomMNI - We are. \s a matter ray fact. we did the opposite, 
ven, Senator. During the davs when you could sell any car you could 
wild. and sign all the dealers you wanted to, we deliberately held out 
dealer body down to 1.200 dealers, which s too small a dealer body. be 
t ( t I i time steel Wa short and other things were short, and we 
felt that w ould not appoint dealers in excess of the production 


' ] 41 ] 1 } i 1 
that we could see, so that they would have a pacdequiate sates yolume. 


Krom a selfish standpomt, our interest Was im build he up a strong 
leale DOCUV abba FO bu kd up good healthy trong key dealers all through 
ag fat is | ; ; 

I am very sorry to report, sir, that despite the fact that we pursued 
that PoOLic\ fo many years, very iev of those bie. fil » dealers W¢ built 
up are still with u hey have been raided and taken over by others, 


Des } § ‘ ‘ es a lis i eared 
they have been disloyal and gvone to others or they have retired. 


W he th | “ay we re Gon’ to take al look ata two-way street, | win 
ying t | t W1th Mv eves W dle Open. i here are de ilers ana cle alers, 
nd actually the approach has to be one that is based Importantly 


t 
Senator Moxnroney. On vour point No. f about “pac ks, would you 
sav that that is the prevailing sentiment within the industry / 
5 aae 


Mr. Romney. Before World Was iT. Senator, Mr. Sloan Muple 


mented that statement very fully. I think thev inade a very vigorous 


{fort shia dey ‘loped Very Mnportant prograls to cli courage pack 1’. 
In the talk I refer to, he advocated widespread advertising of the ad 
vertised delivered price so the custome would know what the price 
\ and price tags on the cars, and a listing on the cars that were in 
the showroom and a breakdown on invoices, which at that time was 
not required to the extent it is today. 

| think Mr. Sloal i) ade a vi ry vehniunhe ¢ flort tha ees | haven't hee 1 
iware of any important effort in that direction since then 

Senator Monroney. Has there been any important effort in the 


neXt pal voraph, “the "pa kine’ of finance charges 
= a 
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Mr. Romney. Iam not aware of it, Senator. 
Senator Monroney. That also is left in the laissez faire section of 


he industrv ? 


Mr. Romney. It hasn't been carried out to the point of beeo 
ipparent publicly. Asa matter of fact, one of my regrets Is that f! 
manufacturers in the industry haven't stepped up to some of these 


Ings and battled them and battled them publicly as well as pri ite lV. 
tothe extent that I think they should. 

Senator Monroney. They have an obli 
f just joining the mob, isn’t that true / 

Mr. Romney. I think so. 

Senator Monroney. On the next point—“there has been too much 
hietation, too little cooperation” Would Vou say that that feeline 
that Mr. Sloan had is reflected in the present general ittitu le of the 


ation of leaders] 1y> Insts 


o 


mufacturing component of the industry / 

Mer ROMNI ()ne ot mV points ot eoneern about the Industry 
whether this is to become just a competitive industry, or whether it 

to continue to be what I think it has been down through the Vvears, 
ompetitive cooperative industry. 


Phere iS a great story ot the part cooperation has plaved in t | 
(uStTy, and under the poliey of dome what Is eood for the industry 


( 
d what eood for the Nation, cooperation has played as bie 


} 
i Lic fl : ; oe | _ : 
fading this mndustry as competition, nN mV yudcement. 
| ain very 
ndustryv. 


Senator Monroney. On your last point, I certainly coneur with you 


‘earful of the tuture ot cooperation hn the automob 


chairman of this subcommittee: and I feel sure. knowime my two 
friends, Senators Payne and Thurmond, we are not looking for po 
itical control ourselves. We trust that self-control and council table 
yperation could cure more abuses than legislation. 

| wonder, though, whether the leadership in the automotive indus 
try in Detroit realizes that in the absence of the council control 
he amelioration of these difficulties by active leadership on thet 

rt hat political control of some kind, to correct abuses, might he 
the only way 

Mr. Romney. Senator, I don’t know. T haven’t discussed this ques 
on with my colleagues in the industry, and I don’t know what their 
ttitude on that may be. 
fean say this, that as far as I am personally concerned, I am fully 
re of that and T want to add this, Senator, that one of the thins 
that compheates—Senator Payne, give me half a minute here, because 
I know vou have got some background in this industry. 

et me make this one point : One of the things that complheates 
this franchise situation is that in 14 States there has been resort to 
n effort to work it out by political means, rather than by contractual 
ind cooperative means. That complicates this franchise situation. 

We had a continuing franchise until that pattern began to evolve, 
and that creates problems in this situation we can’t ignore. So even 
though you gentlemen may refrain, there are 14 States that have 

rected political eontrol into this picture, that can’t be ignored by 
factories in undertaking to deal with them. 

Pardon me for holding you up, Senator. 
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Senator Payne. Let me si Mr. Romney, I was going to leave u 
message with the chairman tian unfortunately I do have to go 
to another meeting. But I just wanted to comment that I thin 
have made one of the most excellent presentations factual, « 
str nighittone ard, and constructive—that has ever been my pleasun e to 
listen to since the brief time that I have had the pleasure of serving 
th: 5 Senate, 

Mr. Romney. Thank you, sir. 

Senator E AYNE. I just want to say this to you: In my opinion you 
have laid down here today at least the basis of what I would like to 
eall the golden rule that might be followed in the automobile in 
dustry—I am speaking now of all segments of it. That I would 

in cerely hope that the entire industry would take an awfully good 
wae at it and see 1f not only they y coulc In't adopt basically the things 
that you have set forth here in your own policies, but perhaps even 
collaborate between each other and with their deale rships to put into 
eifect something of this ty pe that I am darned sure would have a very 
salutory effect upon the industry as a whole and upon the American 
consuming pub Far 

f want to thank you personally for what I think has been a very 
great contribution to this problem, and I hope, as ~ do, it is going 
to be » possib le to pe rhaps work it out coopers ative ly between all con 
cerned in a manner that mav not necessitate legislative action mM 
S} reading upon the statute books laws that may not be nee ied, De 
cause a law is just about as good as the individual is willing to accept 
and abide by. 

Mr. Romney. Knowing of your background in Government snd in 
the retailing end of this business, J certainly am flatiered vy those 
remarks and I appreciate them very much. 

Senator Monroney. Senator Thurmond / 

Senator Tun RMOND. Mr. Re ynney, Senator P avne nas © A pressed ms 
entiments. I want to congratulate you for the sp! lendid statement 
that you have made on this occasion. I think you have shown great 
leadership in this - Id. 

] helieve if all of the manufacturers would assume the attitude that 

uu have done, that we would not have the problems that we are facing 
pia LV. 

i want to congratulate you very highly. 

Mr. Romney. I thank you, Senator. 

Senator Monroney. I want to join in the remarks of my two col 


a “ 
KR YOU 
* e 
} 
A 


leawues. It is one of the finest statements I have ever heard a witness 
make in going to the heart of the proble m, not on ly buttressed with fac- 
tual information but a lifetin 1@ of know ae oft DLOS| ot oo prob 
lems. Further amplifying the way I fe and the way I think the 
committee feels, most if not all of the ee that now face the 
number one industry——problems leading us into an area where Pi 
are danger signals flying at every corner—self control and § 

a nation and self evaluation may he ‘Ip t 0 correct better han law 
some of the things that caused the deal rs ln our b road senle : a id very 


by vad based questionnaire fo answer at a ratio of 7 (tol that they felt 
that there would be need for federal legislation and investigation of 
these problems 
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lacking this self control, these dealers are necessar ily going to look 
to their government for some protection. We hope that it will never 
become necessary. 

You may poe eed. 


Mr. Romney. Th: me you, sir. Tam almost through, as you can see 
In my judgn nent, it is unfortunate that the policies and programs 
estab] shed at that con by Mr. Sloan have not all been carried out 


n the postwar period. T believe all company managements and dealers 
would benefit from reading again the talk and statements that I have 
mentioned. 

[ believe it 1s time for the automobile industry to recapture the con 
victions reflected in this thinking and resume the task of building the 
future of this industry on a fuller application of those principles, and 
I want to sav again, T consider Mr. Sloan one of the great industrial 
statesmen of all time, as far as Lam concerned. 


COOPERATIVE QUALITY DEALER PROGRAM 


For this purpose we have announced our statement of policy which 


goes beyond Mr. Sloan’s quality dealer program, as he finally cd 
veloped if, in several important respects. 

Sper anne eee coes bevond his in the establishment of an 
mpartial unprejudiced board of final review in franchise termina 
tion cases because the board we propose is to include dealer represent: 

Furthermore, the members of our dealer councils are to be 


elected by their fellow dealers, 
Ihe tl rd Imiportar t distinetion is our solicitation of the cooper 
f our dealers on an organized basis in revising our present cor 
t ‘tnal relations and market ing policies, 
[ think the chief diference is that in our appoach we seek more fulls 
‘coperation and participation of our dealers on an organized cow 
cil basis. Much information and insight ean be secured through discus 
ms with individual dealers, new model announcement and other 
sales meetings, and swings through the territory, but they are no sul 
stitute for securing the views of dealers on an organized and regular 


) 


There is no substitute for dealer participation in the ponent ation of 
programs requiring joint imple mentation, or impartial final decision 
on questions of continuity involving the value of a lifetime’s work an d 
accuroulation bv a dealer. 

For the reas sons I have cited, we refer to our proposed program as a 
cooper ative quality dealer program. 

S os American Motors is concerned, we are prepared to joi in WI 
our dealers in the formulation of policies and programs that will pro 
duce mane for our customers, our dealers, our employees and our 
tockholders. 

We are hopeful that together we can build : 1 program of factory 
Cealer cooperation that will enable us to fully capitalize on our distin 
and superior American Motors products and our improved employee 
relations. 

we the formation of American Motors, we have of necessity " 
ppraised all aspects of our activities and our statement of dealer poli 


th 
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cies results from our recognition of the competitive need for an Ameri 


can Motors cooperative quality dealer program. 
Senator Monroney. Thank you very much, Mr. Romney, for the 
very helpful statement. 
1 \ ould like to ask 1f you could be available for questioning by the 
committee if they have any further questions, at 2:30 ¢ , 


' 


Mr. Romney. Yes. 
senator Nilonr WEY. You have veen very patient with Us 1) 1} ter 


} ] *”) ] 
lecting questions, but I would like to have time to develop 2 or 3 other 


I think are highly important to this study. 


MEr. Re VINEY. Very good. 

~ { Minwo The co) { mayxll ctanaA i rc . 7 opin Qe 

Pee SIONRONEY, he Committee Will Stand 1h recess until Yio 

(Wi eupon, at ga p. M., the subs Olnmittee recessed, to reconvene 


atZ:oV }). ni. the same day.) 


ARP TERNOON SESSION 


~ or Monxroney. The Subcommittee on Automobile Marketing 

ll resume its sitting. The record will show that Mr. George Romney, 
yt] fnes has been sworn for his appearance ti 1S morning. 

At the time of our recess for lunch, he had completed his written and 
prepared statement. We asked him if he could kindly remain over, 
which be graciously agreed to do. 

\t this time do you fave any questions you would like to ask, mena 
f Phurmond 4 

Senator TrurmMonp. I don’t think so. 

tor Monronry. There are several things that I think were of 


rent int rest TO nie 
_ Romney. Senator, can I] make a little announcement first ? 
nator Monroney. Yes, sir. 


be TE) 
Mer. Romnry. You gave us what we though was a very good sug@es 
tion this n Orning. I have conterred with the chairman and \ ice chair 
ll cl some oft the members of Our SO-Cc illed dealer couneil, and 


have de idded to change the hame to the Dealer Advisory Board. 


We 


Senator Monroney. The first results of our meeting. 

Mr. Romney. Because it isa different animal. 

Senator Monroney. You know, with a new model change and all. 1 
might help a little bit to give ita httle ditferent nomenclature. I think 
vou will tind there are a lot of other dealers, and other manufacturers, 
too. cut 


+ 


who will kind of wish for a complete change of pace in that, 
of course what you were presenting under an old name was a new idea, 
| they were truly democratic, a little “d” democratic, in their 


in that 


Origin. 


On page l you stated: 


IT am convinced such appraisal would result in voluntary correction of the de 


terioration that has occurred. 


Throughout vour statement I share with vou that hope. I know 
| 


as far as vou are concerned at American Motors Co., you are showing 
vou feel it ean be done within the industrv. 
I am wondering, however, if you are familiar with the Federal 


Trade Commission report of 1938 ¢ 
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Mr. Romney. Yes, sir, Senator: IT am to this extent. 1] ornedt the 


° ] ] 


In 1939, so Lam not familar with the condition overed by 
‘report firsthand, but Ihave read the report. 
. 


Senator Monroney. You are generally familiar with the por 


ed im Ww hich almost the same set of cireumstances I think they ar 


“- 


rhaps worse how than they were then 
» a ; - 4 
Mir. ROMNEY. \ different form. Senat oY’. 


senawor . [ONRONEY. Since 1958, the bie leaders of the industry wit} 


that report facing them——and, of course, I know that during the vy 
e whole situation changed, but sine the end of \W lad Wai 1] still 
manufacturers who are primarily interested in furnishing the 
(ie) Ip tor the correction ot Miah ot these abuses have, as far as | 
now, done tbsolutely nothing to correct them, | perhay have beet 
urtielpant ‘ willingly or unwillinely i think more willinely 
n seeing thes old ibuses and a lot 1 W ones cont lie te CTON 


ily \ ithin the industry 


Mr. Romney. [ don’t know that I could quite agree that not! £ 

been done, Actually the hearing had a great deal to do, 1 believe, 
with Mr Sloan’s developing the wpprown h that he took at that time. 

Actually, I think it might be pertinent to submit as an exhibit in 


the record, if I may, a COpy of an article from the Automotive Ne 
of March 1940 which deals—as a matter of fact, it is based on Mi 


Sloan’s discussion of the ste ps they took at that time imeidet to tl 
Federal Prade ( MVINISSION hearme, and he discusses the hh ne 
by 4] 7 j 1 ’ ’ 
il sand the steps they took, and ¥ y they fool hel 
| yf } , | ete? | vil) 1} f those 
} ) t +. ih % Os¢ eC} tl E 4 ( ruii nNAatU a) Those 1 ] 
T } 1 1 z 
] CGatlol sod rea naieated th Morning I do think nie ft he 


redone. That isall Lam saying, Senator. 
If] may I] 
Senator Monronry. I wish you would put it in the record, and 
will have it printed. 

(The material referred to is as f ylows:) 


vill insert this. 


SLOAN Crres ADVANCES IN GM CONTRACT SALES AGREEMENTS CONTRASTED WI 


N 
PEALERS’ DEMANDS—-1940 Pact FOLLOWS CLOSELY RECOMMENDATIONS I Vis 


DrTROr Contrasting provisions of General Motors’ 1940 dealer-factory ag 
ts with the provisions sought in both the Patman-Horner bill and the rec 
lations of the Federal Trade Commission in the Withr investigatior 
eport, Alfred P. Sloan, Jr... GM chairman, last week posed the question « 
whether dealers had more to lose or more to gain in their present quest fo1 
Federal legislation 
Sloan, in a lengthy discussion of factory-dealer problems, cited the ady 
ilready made in contractual relations and indicated that further advan 


in the offing, as rapidly as sound provistons for them can be made 


Declaring that the contract in any final analysis is the guide to he fol 
hany dispute arising between dealers and their factory, Sloan urged th: 
effort be made on both sides to develop clear, concise and unmistakable ir 
mentations which define fully the rights of both parties. Dealers and dealer as 
Clation leaders were invited to make suggestions for contract improvemet! vit} 


he promise that thorough consideration would be given to all suggestions 

Sloan's statement, in regard to present contracts, is as follows 
It is hoped that every General Motors dealer will read 1] 
nly read it but study it It will take a littie time, but it will be wor 
be said that. after all. the contract does not mean verv mu 


et that it is the purpose and spirit behind the contract that count VI 
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hat may be true in part, it is not entirely so because, in the case of an emergency, 
he contract must necessarily be the guide, as it definitely establishes the legal 


rights of each party in relation to the other. But entirely aside from its legal 


mplications, the contract is important in a psyhcological sense, If it contains 
unfair conditions or if it does not properly protect the equities of both parties, 
ghtly subject to criticism, which in these times is sure to be exaggerated. 

Hence again, it is most important 
The most important element in the relationship between the manufacturer 
ind the dealer is good faith on both sides. There must be confidence that no 
break in the relationship can occur so long as each is serving the requirements of 
e other constructively No contract can subsist without this prime essential 
Let it be said at the ontse t is the earnest desire of General Motors to have 


the contract with its dealer group entirely fair and equitable, and to provide for 
the dealers every precaution that is justly due them. To that end much time 
and attention have been devoted to revising its contract, and from year to veur 


it has been improved on an evolutionary basis 

feneral Motors solicits the coope ti of its dealers in accelerating progress 
| leveloping a still better instrumentali f relationship. Every suggestion 
made will be considered on its merits 


n addition to the study given to the problem by General Motors itself, as 


well as in collaboration with its dealers, conferences are being held from time 


to e Wi roups representing dealer associations and other interested parties 
“Resolutions passed by various dealer associations are always examined in 
the hone that thev will contribute something to a better result 
;I cf AG 


“Progress in the current year’s contract falls within two categories: (a) modi- 


in details for the purpose of clarification, simplification and general im- 
yer ment, and (4) the adoption of new principles or policies as well as impor 
t dification of those already established. As to the first, no particular men- 

t needed The s« rie ju tifies discussion 

ms tract 

Previous contracts have provided for cancellation without cause on the part of 
ther party thereto That condition has been criticised as being inequitable to 
the deailet Irrespective of what the facts may actually be, the simplest way to 
swer the argument is to eliminate its Cause. It has been felt for sometime 
past that this should be done, but there have been many other problems which 


seemed to be more consequential, and hence appeared to justify prior considera- 


The new contract is cancelable at the option of the dealer at any time in 30 
days’ notice, without cause. It is cancelable by General Motors only on the basis 
of certain conditions definitely specified, which ampiy justify themselves. In 


ther words, the 1940 contract can not be canceled by General Motors arbitrarily 
without causs 

“The normal life of the contract is definitely established for one year and con- 

nues indefinitely from vear to year unless 90 days’ notice of cancellation is giv 
en by General Motors at a certain period of the year; i. e., in the months of April, 
May and June. This limitation as to the time when termination without cause 
can become effective is intended to protect the dealer by having the contract ter- 
minate when business activity is at its seasonal low point. This procedure is in 
the interest of both the dealer and the manufacturer. 

“The dealer’s equities on the termination of the contract have been advanced 
by providing that his rights as to liquidation are not prejudiced whether he can- 
cels the contract or whether the contract is canceled by General Motors, except 
that in the former case the dealer is debarred from making any claim for loss on 
his lease 

“Delivered price 

‘There are embodied in the new contract various provisions regarding the 
maximum-price policy as already covered by the addenda to the 1939 contract ap- 
plicable to the 1940 models. This was dealt with in detail in a message to Gen- 
eral Motors dealers on the subject: ‘The 1940 program.’ Supporting this pro 
gram there are certain obligations assumed by the dealer, such as displaying in 
his showrooms the prices he charges, the furnishing of an itemized invoice cover 
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ig such sales as he makes, and making it possible for any purchaser to buy a 
standard car, as advertised, without optional equipment or accessories, unless 
lesired. 


Fleet Sales Division 


“In the new contract there is eliminated all reference to special treatment as 
to dealers’ sales to fleet users. It provides that the dealers may sell to fleet users 
m any basis that they may determine in their own interest. General Motors, 
through its fleet sales division, is offering a special contract to certain fleet users 
who may qualify under same, thus supplementing but in no way restricting the 
sales privilege of the various dealer groups as applied to this class of business, 


“MAN UFACTURER-DEALER-CONSU MER RELATIONSHIPS 


The relationships between the manufacturer and the dealer and their respon- 
sibilities, jointly and severally, as to the consumer have always been subjet to 
considerable discussion within the automotive industry. This should be so be- 
cause intelligent discussion promotes progress. During the past few mouths, this 
discussion has been accelerated by a report of the Federal Trade Commission on 
the practices of the automotive industry—dealing with the manufacturer and the 
dealer, as Well as with the policies of finance companies. 

“It is highly desirable that every opportunity be capitalized to further the 
interests of the industry in advancing its operating techuique through the elimi 
ition of bad practices, as well as in the adoption of policies that serve to pro- 
tect adequately the rights and equities of any and all parties involved. ‘This 
does not mean that every suggestion should be adopted, but it does mean that 
every constructive suggestion should be examined aggressively and without 
prejudice, and adopted or rejected in whole or in part depending upon whether, 
vy considered, it may be expected to raise the industry’s operatious to a 
higher standard of justice and intelligence. Only by so doing may the industry 
expect to continue to merit and retain the high regard in which it is now held 


by the publi 





““FEDERAL TRADE COMMISSION REPORT 


“The findings of the Federal Trade Commission, after a 2 years’ study of 
the practices of the automotive industry, should be of interest to ever 
concerned in the welfare and progress of motor car manufacture and distribution 

“Some observations made by the commission are highly complimentary. For 
instance, it states that, ‘active competition between automobile manufiac- 
{ ‘ gave to the public improved products, often at substantially re 
duced prices * * * Consumer benefits from competition in the automotive indus- 
try have probably been more substantial than in any other large industry studied 
by the commission.’ 


yY one 


“However, nothing is gained by discussing the favorable side of the com 
mission’s findings. 

“On the other side, the report contains critical observations by dealers on 
certain points. Many of these are recorded without comment by the commis 
sion. Manifestly these observations are ex parte and self-serving. 

‘What strikes us as noteworthy is that practically all the recommendations 
of the Federal Trade Commission on the subject of unfair practices on the part 
of manufacturers had been anticipated by General Motors either in its contract 
rasa matter of practice. 

“In the belief that General Motors dealers are entitled to know its attitude 
with respect to the major points that have been raised, the following analysis 
may be helpful. 

“CONCLUSIONS WITILOUT RECOMMENDATIONS 

a) Exreclusive dealers 

“The report comments on the policy of certain manufacturers to confine thei 
dealers to the exclusive sale of their own products. 

“General Motors holds that any manufacturer has the right to distribute its 
own products in accordance with its own policies, provided the equitable rights 
of others are not prejudiced. Under the General Motors plan of distribution, 
the dealer’s selling power as measured by the number of dealers and their size 

so far as possible, scientifically established, on an exclusive basis, with rela- 
tion to the potential of each product to be sold in each trading area. This policy 
yoth demands and justifies the exclusive effort of the dealers involved. 

73438—56—pt. 1——-5 
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at such points are then redistributed, frequently over a wide area served by such 
issembly plants. 

“The freight collected from the dealer, and by dealer from consumer, on the 
basis of transportation from producing plants to dealer, is offset by the cost 

a) of shipment of component parts from the producing plant to the assembly 
plant, with the cost (0) of shipments of complete cars from the assembly plants 
to the dealer's place of business within the area served by the assembly plant, and 
the extra cost (c) of building and maintaining a series of assembly plants and 
supplying the requisite capital therefor, all as compared with the assembling at 
one central point. 

“The net operating result of a series of assembly plants is a cost saving per 
car as compared with distribution from one central point. Hconomically, in the 
General Motors practice, this is treated as a reduction in the cost of the car 
It has the same economic effect as reduced prices of labor or materail. As the 
cost is reduced the established selling price to the consumer is affected likewise. 

“In other words, the result of what freight saving there may be with a sys- 
tem of assembly plants in the case of General Motors is to reduce the base price of 
the car involved to everybody, everywhere. Hence all the consumers bencfit 
through the resulting increased effiicie ney. 


“Were the policy to be changed and the freight rate based upon transportation 
from assembly plant to the dealer’s place of business it would necessitate the 
establishment of base prices different at each assembly plant reflecting many 
different factors, among others, the cost of transportation of the component parts 


to each assembly plant from the point of production. There would result much 
confusion with no commensurate gain 


Some producers do not operate assembly plants—others do, in different de- 


rrees and at different locations such a changed would tend to prejudice 
he interests of one producer as against those of another, and hence might tend 
to restrict competition with increased prices to the consumer 
“Fairly considered, therefore, so far as General Motors is concerned, the eco 
ic effect of its complete fre t procedure, as t rect shipments, the amount 
charged the dealer, and through the dealer the consumer, is exactly the same 
the amount disbursed by General Motors in prepaving the freight provided 
for in its practice. The credits balance the debit And as to shipments from 
ssembly plants, the result is to reduce the prime selling price of the car to every 


purcbaser, wherever located. 
RECOMMENDATIONS AFFECTING DEALERS 


‘(q) Driven Cars 


“The commission states that the practice of sonie dealers in selling as new cars 

fhose which have been towed or driven from the factory or used as demonstrators, 
ess, the full facts are disclosed to the purchaser, is deceptive, unfair and 

should be climinated. 

“General Motors assumes the responsibility of delivering its cars to the deal- 
er’s point. In so doing it uses only accredited transportation agencies and will 
not permit the towing of cars or the driving of them. Further, such transporta- 
tion agencies aS are used are required to comply with all Federal and State 


regulations. 


‘(h) Overcharges 

“The commission recommends that the automobile consumer should be pro- 
tected against overcharges by regulation requiring retail automobile dealers to 
furnish each retail purchaser with an itemized invoice showing in detail the 
components of the cash sales price _ and the charges added to the cash sales price 
by reason of the fact that the motor car is sold on time. 

“This is provided for in the General Motors Contract. 


‘(i) Finance ‘Packing’ 


“The commission finds that in the methods emploucd by some of the com- 
panics engaged in financing the consumer serious abuses have developed, not 
only in permitting dealers to impose exorbitant charges, but also in serious de- 
ception, or even direct defraudation of the purchaser. 

“General Motors does not believe in such practices. They cannot be too force- 
fully condemned. The General Motors Acceptance Corp.’s policy is to maintain 
it all times either as low or a lower consumer rate than is available elsewhere, 


} 


with the same rate to everybody, everywhere. It will not be a party to ‘packing.’ 
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“THE NATIONAL AUTOMOBILE DEALERS ASSN, 
Among the contributions to the discussions regarding manufacturer-dealer 
elationships has been that of the National Automobile Dealers Assu Perhaps 
the viewpoint expressed by this group is of more general interest, at least to the 
extent that if may represent dealer thought, because it is national in character 

“There will be no disagreciment over the fact that these relationships divide 
themselves into two general groups: one, the used car problem, particularly 


] 


} vy reference to stabilization of values, and second, general policies affecting 


ivinl 
manutacturer-deaier relationships. In all our discussions it is well to keep this 
tinction in mind because of the fact that almost anything reasonable can be 
tually agreed upon so far as the problems invotved in the latter group are 
concerned and conversely, In the first , it is a grave question whether any- 


grou] 
thing is possible, either legally or practically, even if made legal. 
“There appear to be two schools of thought within the dealer body as a 
whole: one, that it is to the interest of the automobile dealer to move toward 
eral regulation of the industry; the other, contrariwise. On the former ap- 
bh, a bill has been preposed by the National Automobile Dealers Association 


which appears, at least to some extent, to represent the viewpoint of those within 


¢ 


al 


tL group udvoeating the Federal regulation route. 


it might be worth while to analyze this proposal, not from the standpoint of 

e advantages or disadvantages of governmental regulation, bunt entirely from 
th tandpoint of what progress would result if the policies contained in this 
irticular proposal were agreed upon and the exent to which they already have 
lopted in other words, to what extent would the industry be advanced 


nd where it stands at the moment, irrespective of the technical point raised of 
er control 

he sake of making a comparison between the proposed bill and this dis 

n, the latter will be divided into headings similar to that contained in the 


Under this heading there are outlined four acts which are prohibited. Let 


x ne them 
ne involves the question of misleading advertising. This is misrepresenta 
Of course it should be prohibited, but it is no longer practiced. The see 
volves changing or disconnecting speedometers—fooling the consumer, so 
pNenk, TO the extent that that is practiced r indulged in. It likewise ought 
be prohibited because it is dishonest, but it is not believed it can be a matter 


eat consequence. The third involves the shipment of motor cars by the 
anufacturer with equipment beyond what is known as standard equipment, 
inless so specified by the dealer. General Motors contracts prohibit this prae 
\s to the fourth—an itemized invoice covering the details of each purchase 
le obligatory as a responsibility of the dealer. This should be the practice 
itis provided for in GM’s contracts. 
“Certainly it can not be argued that these prohibited acts represent any real 
dvance over present practice, 


*MANUFACTURER’S UNDERTAKING 


Chere is provided under this headivg a number of obligations to be assumed 
by the manufacturer. Listed in the order, they are the foliowing: 


Lilt ii 


“7. Verm Contracts 
Che new General Motors contract covers a one-year period. Under the cir 
ces existing, it is a question whether moving from one year to three 
irs would contribute importantly to greater security. However, if the period 
enethened beyond one year, it raises the question of niutuality. It certainly 
hould involve some trial period of a substantial length or the establishment and 
Iainienance of some prescribed standards or both After all, the dealer has a 
esponsibility, as well as the manufacturer. Standards of performance in rela 
n to the productivity of the territory are difficult to prescribe equitably, yet 
both the dealers, individually and as a whole, and the manufacturers are jointly 
dependent upon the maximum penetration of all trading areas for thei curity 
and progress in a highly competitive market. 
“The longer the term of the contract, the higher must be the standard of per- 
rmnance by the leader. 
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ition Chars 
discussed in detail 
e enumerate the provisions prescribed in the proposed bill, as involv- 
cturer’s responsibility and the General Motors position as to 
ses: Does this constitute sufficient progress to justify the 
rovernment regulation? That is something the dealers, as a whole, 
their own responsibility 


address before the National Automobile Dealers Association I urged, 


dealing with the manufacturer-dealer relatiouships, the ‘discussion approach’ 


against 


happened 


it W 
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knell of progress. Once the start is made down this particular road, 
is no turning back. If some dealers feel there is too little left at the end of 
-—and General Motors would like to see more—this is the sure way 


the ‘Government regulation approach.’ Everything that has ever 


before and since bearing on the question of Government regulation 


f business shows very definitely its demoralizing effect on progress. 
He re 


ine 


the danger. It is not an imagined danger. It is absolutely certain. 


dealers of the automotive industry take the politician into partnership, 


junior bas 


is, the evolution must be that the politician, slowly but 
take the part of a senior and controlling partner. That is the evolu- 


vernment bureaucracy. The industry will not long be subject to regula- 
ll soon be subject to regimentation. And the regimentation of busi- 


the strangling of individua nitiative i enterprise It sounds 


still less Did anvone ever hear of Government regimentation in- 


ofits? But that is what we must work to—more profits. 


is sa 





id entirely dispassionately as a frank statement of fact—amply 
«d by the record—and it is said only because of the writer’s intense in- 
cern with the problem and his complete sympathy with the dealer 


heir entirely proper desire to improve their economic position with 
iritv as well The proble mis one of meth< ad and method only.” 


Afaxren yh 


»1S ON pages and 26 in those 
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from Mr. Sloan in which I asked vou if Mr. Sloan's pro- 
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senator Monronry. As it was conceived by Mr. Sloan. But you 
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int go so Tar as to say that it is an advance a t operat hh most 
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Mr. Romnry. In my book it is adequate to meet the urrent 


Senator Monronxey. Dealers tell me privately that 

late, 1€ 1S ln reverse, And In tead of adding tO their 1 de pen 
ce and freedom as American citizens, it is something entirely for 
r, It is merely the place where th 


7 Zs . 1 Oe ft Sl 
itne saries managers can Tind out whien of their deale mignt be 


we Zone Managers 


tting such radical ideas as to believe a dealer can ion some freedom 


“ RomMNEY. | don't know what the ituation is in the other com 
ies, because obviously T have no contact with their dealer council. 
Senator Monroney. T shouldn't expect vou to testify as to that, 


' 
1 “47 - an } lar ) ‘ , 
* wW1se your 1't ‘ations } Ips are WIth your own aealers, and | am sure 


[ } oe your dealers express this. 


our eal r council approach Was 


veils a terms of the situation. That is whv we are making this 


Senator Mownronry. Aside from those things—and bearing in mind 

1 t we do have a blackout period during World War TI when the 

ty) ‘bile factories were so occupied with war sedation it Wwol id 

save been expecting the impossible—it has been nearly 10 vears since 

id of World War fT daurine which this has grown progressively 

rse, and vet we have had to have many hearings on the Hill 
had to have many investigations. 

snow personally of manv meetines between NADA and the 

factories which have produced absolutely no results. no amelioration 


itvation. Andas tate as this morning you wv il} find the fa 
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still depending—and even the president of one of the major ones 
Saying 
There is no dissatisfaction among our dealers. This is all just a bunch of people 
who are just inefficient and couldn't keep up with the tide 

During senator ()Mahonev’s nearliYys ay re, whi hi were involved 

1 > 7 ’ ) = 

In antitrust matters, we did feel it Incumbent upon us to supply hin 
becaus » we have co ype rated on solvu yany mutual problem VW ith Mr. 
(‘urtice’s OW dealey replies to our questiohnnalre and how they felt 


i } 
1 . | 2 aa } 
about th) situation and th need for corrective legislation, and 


endorsing the need for a governmental! study oft th thing 

Soup tonow we have felt this resistance from most of the larger fae 
tories, We hope that tl i 1] i Hew as they fj (kt Wiha We ure try 
metodo isto reach as ma Ot Os problems as \ e can and +o correct 
them without the need for kk ojsiation. But it does « ive us a little pause 
when this Federal Trade Commission report, which did detail many 
of these th ss : a been forgotten, and the great pronouncements 


of industrial statesmanship by Mr. Sloan have been forgotten, and in 
th e con pet! t} Ve race Wwe @co on and On and on, On a me rry vo round, 


while our dealers are spun of} Into other fie lds while the at itomotive 


business, which has produced such great results at the dealership level, 
seems to be disappearing as a part of the American industrial life. 

Mr. Romney. Senator, certainly any questionnaire that results in a 
»O percent return, indicates a tert fic interest in the problem being dealt 
with. To my knowledge a 10 percent return on a written question- 
naire is normal, and 20 percent is an exceptional return, and 50 percent 
Is an amazing return, Senator. 

The very magnitude of the returns vou have received shoul 1 result 


in peop tak ne the expressiol seriously. There Is no quest! on abo ut 


The other thing is this: the Federal Trade Commission report to my 
kno ledge lealt Ww! h some problem of i DO Liles | LOT. 4 vane oO 
leave the impress} mnthat J agreed W ith all of the Federal Trade Com- 
}}1] n fir d hos in the Wa they were put, because | don't happen to 
agree with them 100 percent. Many of them I do. But I think the 
problems dealt with at that time were of lesser magnitude really than 
the ones being dealt with here, and I think the situation is basically 

orse than was thei 


Senator Monronry. Even though it might be basically worse, do 
you think it might have deteriorated to such a point that even some 
of t] ese men W ho h ive allowed this Federal ‘I rade ( ‘ommission report 
to eather dust } uaht now be awal ened LO voluntary action that could 
lead to correction by agreement anda change of manufa turer-dealer 
contracts and things of that sort? . 

Mr . Romney. senator, to be successful in this industry, you have to 
be pretty sensitive to customer interests in terms of product. I don’t 
know with certainty, but I hope that the men who have indicated such 
skill in being sensitive to customer interest in terms of product will be 
sufficiently sensitive to inte rest as so arg by the de: alers ; in this sur- 
vey and so on, and the public interest which is being expressed by your 
holding this hearing, to recognize that + needs attention that they 
ought to give it the most serious thought possible. , 
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Senator Monronery. I don’t know whether you would care to com- 
ment on this. I merely state it as a fact, and would welcome any com 
ment. 

Would you think that there was somethong rather cancerous in a 

ondition in which « questionnaire as innocuous or completely free 
from prejudice against the factories as ours, and which advised the 
lealers that we would appreciate their signing it, and if they did sign 
it, their names would be kept in confidence, but if they were still re- 
luctant to sign, we would still tabulate the returns—and 25 percent 
of those answering failed to even sign their names, even though they 
were assured by our own covering letter that it would be kept in confi 
dence—don’t you think there is something to really worry about when 
that many names were not attached to the questionnaire answer ¢ 

Mr. Romney. Senator, Lam really not sufficiently familiar 

Senator Monronry. I don’t want to ask you to comment on it. 

Mr. Romney. Lam really not sufficiently familiar with the question 
naire itself and how it was put to answer your question. I would 
rather not without taking a darned good look at it. If it was indicated 
there was no need to sign, I don’t know, Senator. 

Senator Monronry. We said we would like to have the signatures 
and if they were signed their names would be kept in confidence 
knowing the dealers’ fear of factory reprisal—but still, if they did not 
wish to sign it, we would still count the questionnaire. 

Mr. Romney. Senator, you can’t reconcile what has been said by 
some about their dealer attitudes and the results of these questionnaires. 

Senator Monroney. You certainly can’t. They are as wide apart as 
the poles. 

Mr. Romney. That’s right. 

Senator Monroney. In your contacts with dealers, you find that 
whether they are speaking for quotation or the public or confidentially 
advising you, there is a wide difference. 

It is bad when a condition lke that of free and independent men 
and these people are free and independent—but the fear of economic 
reprisal can make men do strange things. 

Mr. Romney. As I listened to the results, as far as I could tell, they 
didn’t vary much from my own conclusions as reflected in iny own 
statement. 

Senator Monroney. So I think even though we might have the sem- 
blance of correction from: soime sources, we Must watch carefully to 
see whether they are going all the way to correct the evils—for ex- 
ample, a great play was made by very, very well geared publicity 
release of the new dealer freedom that was given in the 5-year exten- 
sion of General Motors contracts, but when you looked at paragraph 
(oa) I think it is—in the contracts, it still had the same old 90 day 
cancellation clause for any reason that the factory deemed advisable. 

I happened to have a meeting with a great many dealers in San Fran- 
cisco that very day, and they all were wanting to know as the news 
broke, what happened to the 90-day cancellation thing ? 

We said it was still in there. ‘They said “What difference does it 
make whether it is 6 months, a year, 5 years, or 50 years, as long as the 
30-day cancellation factory option is carried there?” 

Mr. Romney. Senator, reverting back to my previous answer, I 
would like to qualify it by saying this: I think the conclusions in the 
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dealers are equal partners In this team that we have got and that 
ougnt to dow} a 1 take a common 100 kK at t! franchise ai Cie 
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ome factorv man, a zone manager, say, micht have eall a an | wivel 
the command to mareh to these men who should be free and indepe 


dent dealers. 


[ have heard from dealers personally who, when legislation was 
pending in the State legislature. have been told to send telegrams to 
kill certain bills against loading dealers with cars. ‘These men told 


me they sent them, but they said. “I immediately called long distance 
to my legislator whom I had wired and told him to pay no attention 


Things like that shouldn't go on in a free country. It is eeonom 
avery While it wasn’t prohibited by the Kmaneipati n Proclan 
on, it certainly shouldn’t exist in the year 1956. 


Somehow your paragraph on page 5, “the importance to the dealer 


of continuity of the relationship has inereased with the decline in th 
number of companies producing passenger cars.” rings a bell. If it 
had not been for Will Durant in putting together General Motor 
and if we had today 8 or 10 major and semiequal competing automobil 
unpanies, the dealers would not be living in this mortal fear of eco 
nomie reprisal, because then if they happen to be a dealer for one ear. 


nda vood dealer. cancellation might not be economic death. 


‘ , . . 

Mr. Romney. Senator, we need at least five good vigorous passeng 
ur companies. Going back to this question of the cancellation time, 
the notice, let me say this to von. I haven’t got a contract with my 


1 1 


company. My company can fire me tomorrow on the basis of p 
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performance. I have got no contract at all. There is no executive 
or officer of American Motors who has a contract of any duration what- 
soever. 

Senator Monronery. Neither do we. 

Mr. Romney. I do not live in fear of not having a job tomorrow as 
long as I try to do the best job I can and we are ane some progress. 
Quite frankly, 1f there is anything that concerns me about this new 
road we are going down—-we are tilling new soil and going down a 
new road—it is this: The approach could be building up expectations 
beyond those intended. 

Senator Monnroney. I agree. 

Mr. Romney. I do not hone stly know, and I do not have any fixed 
viewpoint here today, what the length of a franchise ought to be or 
what the leneth of the termination notice ought to be. I am sure of 
this. There ought to be an opportunity to cancel on the part of the 
dealer and the manufacturer. Under what circumstances, I am will- 
Ing to explore. 

I know that proble m is comph cated | Vv the fact that you have 14 
State statutes to deal with now on the basis of State officials having 
the position of final authority under certain circumstances. So actu- 
ally, Senator, - ire already in the position where we are half volun- 
tary and half subject to political intervention right now. 

In my book that is unfortunate. In my book, if the industry will go 
at this problem intelligently, we can stop from going down the political 
road. 

Senator MonRoneE y. Tagree with you. I think there have probably 
been half a dozen bills dr: afte d by our staff de aling with dealer-factory 


eontracts, a the cancella eae ad I } dave torn eve ry one of 
them up ident I think ae n the Government aifempts to 20 into 
private contractual relationships in business we strike at the very 


icart ¢ f the free-enterprise system ae tht is the eorne} rstone of 
the whole business structure. 

Mr. Romney. That is right. 

Senato MONRONEY. Wi are hot <oll iy LO ly 1ULst lolng it for anto- 
mobiles if we do it, because you can just single them out to put that 
partic war line ot contractu: i] relationships u nler {;overnment con- 
trol a and 


cr 
rs 


4 


hed. i Vision and : id? ninistration, and | weave Out the baby bug- 
ie d beds and everything else. You have to go across the whole 
spectrum. 
I) this held I an hopeful the case can be made SO clear for the need 
for this sort of thing that a vice president in charge of dealer rela- 
{ msh ps to be close to the pre ident of the ce Wipany his alter-ego— 


may b pp inted. M ivbe it might seem as im] ortant te some of these 
companit >to h ive “a Vice pre ice nr mm charge { dealer it lationships 
for the 40,000 dealers of the country as it is to have a vice president 
to deal with Walter Reuther. I think it is extremely important that 


the deal rs have that same ability to detou around the subbrass of 
li me they take 
L pushing around from. No one on the te Pp side ever penetrates beyond 
the #tvory tower range of vision to see what is going on at the dealer 
level or to see whether the man in the field is following a policy that 


41 : ! .- 
tnev theiselves, 11 


1 1 47 ill all . . 
ine Zone managers and these pec ple Whom dealers t¢ 


17 


they knew all about it, would not approve. 
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Mr. RoMNEY. Senator, some of these companies have @ot so man 
\ Cc presidents It Would _ rankke uel citi rence whether they had 
another one or not. 

Senator \ NRONEY, ] would lik >TO ar LFLL SOL of fonem to this Lhi 
portant lob. l thin k this the iob that oueht to take the best. { 
think the man Who is bn Chrare I] they do put such a vice president 1h) 
charge—should be a man im \ hom the deaiers have confidence and in 
whic ul the president ke CONL d pce, Writhe if that. it is hot FOINg to 


WOT! at all, 

Mr. Romney. I think the important thing is the question of whethei 
or not the key officers of the cor pany col sider dealer relations a key 
factor In the company: sLICCe SS. We do. 

Senator MonNnONEY. They consider labor relations with Walt 
Reuther a key factor. 


Air. ROMNEY. Wi deo Penator. j will bet you li you coule 


el 


! 
talk to 
! t x j ¢ } ‘ , 
our dealers, they would tell you L have spent more time in the Ia 


vear and a quatier With them thai iny predecessors for hlahy year: 


have spent. [ have got right beside me here a man who devotes a 
great deal of his tine to this Question ¢ f dealer relations 
[ am perfectly willing to admit that as we move alone, if we gei 


is big as We would lke to be and hop to be, maybe We will need to 
have a man speck izing in that field like we have men speci: lizing in 
other fields. But maybe we won't. I don’t know. 

Sometimes you get so many specialists around, Senator, you can’t 
keep them coordinated, you know. I don’t think you can separate 
dealer relations from the rela tionship of the sales de ‘partment to the 
dealer. 

Senator Monroney. That should not be the only line of communica 
tion that a dealer las to the top side; should it ? 

Mr. Romnry. We are smaller than most other companies in the 
industry. We are the fourth largest company as a company in the 
industry, as a total company. We are still in the position where we 
talk individually with dealers and we will continue to do SO. What 
we are setting up does not shut off that channel of communication 
with us. 

Mr. Abernathy is available to individual dealers, and T am availabk 
to talk to individual dealers. Obviously I have more time to do that 
than some other oe in the industr y. 

Senator Monroney. But lacking the competitive thing that would 
have existed had there been no Will Durant and you had 8 to |! 
partially equal automobile-manufacturing companies, then the prob 
lem of the dealer of being a captive of his franchise would not have 
been as all-important a s it is today with your 2 giants and the sub 
giant, and then the independent being all that there are in the field. 

Mr. Romney. Senator, let me say this, because I would like to be 
sure that people don’t get the wrong !mpression of my position her 
today and the viewpoint I have been expressing. 

I have great admiration for the three larger companies in thi 
industry. I fee] they have attained their position through methods 
that are in the main to be adn rived. I think that istrne toa far create! 
extent than in most industries with which T am familiar, and T am 
hopeful that they will—as has been true in all great crises in 
history of this industry in the past—recognize that po re is a problem 
here that needs some attention and that they will s up + it 
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Mr. Romney. I think it is unfortunate when you begin to compete 
n terms of credit to the point where you develop an unsound applica- 
tion of credit. 

Senator Monronry. You have got everybody chasing around on the 
merry-go-round. 


Mr. Romney. That is part of this narcotic aspect of this thing, 
VOU see. 
senator Mi r: Ie aly you el] all the cood credit risks, then 


the inter as aie risks, then the ordinarily bad credit risks ; and 
finally you get down to a guy who you don’t know whether is going 


to wind up in Mexico in 2 weeks or not. But you sell him, with 3 ye 
pay. 
t think the thing becomes finally self-defeating as Vou so ably sald: 


ha ma 1} of these other things are subject to the narcotic effect of 
thi rogressive pattern. 

You covered so mia \ fine po nts here it is hard to spotlight them 
because we have covered a great many of them. Please excuse me 
while I look at some of these notes I have at particular places. 

You mentioned on page 13, 8 points of policy. No. 4 was, early 
ce sie - — to a joint company dealer appeal board with 
final authority in dealer cancellation cases. Of course that is com- 
sakes revolutionary in its: approach. 

Mr. Romney. That is right. 

Senator Monroney. It certainly shows your great confidence that 
vour dealerships will be represented on the board by men of good 
judgement and will understand the factory ; position, and that ‘they 
cannot continue dealerships if they are completely inept or unable 
or unwilling to carry out in good faith the purpose of their franchise. 

You are showing that you at Jeast have the ment il sign in your 
office that “dealers are people” and that they can be dealt with as 
people, and will be reasonable. 

Mr. Romney. I have found dealers as a group are just as honest and 
just as farsighted as manufacturers. 

Senator Monroney. They would feel a little bit better if the j jury 
did not practice segregation against dealers when the final determina- 
tion was made. 

Mr. Romney. I admit that all dealers are not good dealers. I want 
to keep emphasizing that fact. 

Senator Monronry. Al] Senators are not good Senators. But if I 
were to be tried, | would like to have some Senators on the board. 

Mr. Romney. I think you would get that privilege. 


Senator Monroxey. In point 5, “Joint formation of policies to pre- 
vent unethical or misleading advertising, selling, financing, or serv- 
wes,” one point that aroused my interest there that I hear from these 


1 1 


pot checks with dealers is that they ‘are somewhat resentful of the 
amount per car they are charged for advertising allowance. 

That is handled strictly and solely by the factory. They do not 
mind the advertising charge being made on the number of cars per car 
that they sell. But they feel they can buy that advertising cheaper on 
a local rate and undoubtedly they are right. 

Advertising in automobiles is ied like most national advertis 
r versus local advertis 
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They feel, too, that the factories, in taking their money, runnin 
heir fe through Madison Avenue, enjoy the pre ference, at least, of 
Line public relations Men who are spending t] i@ir money, but who 
riance Is solely tothe factory. 
you given any thought to that, that the dealers! 


ela 
[fad 


; hips in Wd a 
| ertising allowance should have something at least to say or advice 
of what type 
Mr. RomMNI y. I can assure you that one of th funetions of th 
dealer advisory board of ours will be to advise on — A 
matter of fact, we have already cliscus sed with them in these meeting 
| we have held some of our adve rtising to get the ‘ir view a 
Phe ac vertis ing business, like other Dust ses, is a highly complex 
ness, Senator. Sometimes the basis on which the dealer can } la 
vert mie atl tess cost locally is tied up ith the iype of advert Sli G 
s placing and how he places it and so on, and doesn’t permit the 
ement of the types ot —- he that are realiy be Ing’ discussed 
Prom the sti indpoint of an etfec overall adve rt! Ine program. 


We have checked into it as a a of fact, from the standpo nt of 
wing money because, after all, our advertising expenditures are smiail 
AS C4 ipared to the large col} anies. If we could take advantage of 
this local placement of advert Ising 

Senator Monronry. Which is about half the national rate in a 
vertising, 

Mr. Romney. They get it for local advertising. It is a moot point 
that gets a lot of discussion. The bulk of the advertising payment by 
the dealer is included in the price a good deal of it. Of course yo 

had a wate increase, Senator, in the cost of advertising 

ith the advent of TV, and we have had to increase our dealer ad 

Vertising payments in order to keep abreast of competitors in that 
held, 

Senator ae nat y. I think a good job—just as a former newspapei 
nian has heen done in adve rtising a utomobiles. It isa questi¢ hn ol 
vhether the dealer is not beurl Ine a disp roportionate load in my min I 
of the institutional type of advertising that doesn’t ring the cash ree 

ter in dealer A or dealer B's cash registel on his sale 

unity. 

Mr. Romney. Of course it 1s unportant to every one involved to tell 
the product story in nation: il terms I: ather than to leave it up to each 
individual, 

Senator, let me say another thing to you. This advertising art, 
which isn’t quite as old as the automobile building art, by the way. 
is going through quite a change as methods of research hit it. 

Telling your story omeetine ly in ads is a very difficult subject that 
takes a whale of a lot of know-how. As a matter of fact, one of the 
things I have cel devoting a whale of a lot of time to 1s how do you 
tell your story in terms of consumer benefits and news so that you 
i} make the maximum impact on the customer in terms of his ben 
otivated to go and buy your product. 

Senator Monroney. I agree, but all the brains are not on Madiso: 
Avenue. 

Mr. Romney. I agree, and we will use the de: aler coun i] in this are 
for their advice. I don’t know how you can sit down and talk wit 
Cal hi rr aler in an area like this. I think this is an area where thi 
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Mr. Romney. That is correct. You are talking about the out 
ZoIng 

Senator Monroney. We are talking about both. I don’t think you 

level this phantom freight on the incoming parts, although there 
is a little bit of evidence that in some locations the parts are as readily 
obtainable to ass mbly ple ants as they are to the Detroit basing area 

Mr. Romney. H: ee had a west coast assembly plant where we 
were assembling in the West, and having been through the pricing 
process, I believe that other companies must do what we did, namely, 
take into consideration the costs in building the car and the cost of 
freight of the finished product and the income from freight charges 
on the finished product, as we 1 as Income on the basic car itself, and 
the price of the basic car in determining what their indicated income 
is going to be, and what their profit level is going to be. 

As far as I am concerned, as far as our operation is concerned, 
certainly considered that element of income in fixing the price of tks 
ear, Senator. 

Senator Monroney. Let me get youstraight. You are talking about 
the income resulting from the amount of Detroit freight or your ‘basing 
points all over the country, less the incoming and outgoing actual 
freight 

You had a credit balance from that which you transferred to op- 
erations proper. 

Mr. Romney. Gross income. 

Senator Monroney. Therefore, there was a pack for freight which 
was converted into the income which, in turn, helped you lower the-—— 

Mr. Romnry. Price of the car, absolutely. 

Senator Monronry. I am not trying to say that it has been my idea 
that all of the freight that is collected as freight goes into excessive 
profits on the car. It affects the delivered price, list price, of the 
car as you advertise it or as you quote it, but you are aware in doing 
that, geographically certain sections are disc riminated against. 

Mr. Romney. That’s the second aspect of the situation, as I see it, 
namely, that as a result of the pricing pattern that has developed in 
the automobile industry—and incidentally, it developed, Senator, be- 
fore there were dispersed assembly plants, as you know. 

Senator Monroney. It developed before there was truck delivery of 
cars. 

Mr. Romney. Before truck delivery, that is correct. 

Senator, some companies handle the freight charge on the truck 
rate or the rail freight depending on which is used. 

Senator Monronry. You mean some do make a difference ? 

Mr. Romney. Yes. 

Senator Monroney. And charge actual freight on—— 

Mr. Romney. On truck basis instead of rail. 

Senator Monronry. Some companies do that? 


‘ 
Mr. KoMNEY VY. X es, sir. 
Senxtor Moxroney. Your company ¢ 
Mr. ~iieaas y. Yes, sir. 


Senator Monroney. Do vou do it 4 

Mr. Rom» EY We do | 1O it | We cha ve both On the basis ot rail and 
on the basis of truck. dep nidiew an the method used. 

Senator Monroney. On the method by which the ear ts actually 
transported 4 
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Mr. RomNey. The method by which the car is actually transported, 
nd we pernit the dealer to specify Whether he wants the car sh pped 
vr or wie the he Wallts it t shipped hy truck. 

eenatan MoNRONI Y. Pnaois rather wi ual in the automobile mauu- 

facturing business: isn’t it? 


Mr. Romney. [dont know. Laan not sufficiently familiar with the 
detailed approach of the other companies to answer that question for 
you, but in our case we also periailt the dealer to come to the 
and drive it awav if he wants to. 

Senator Monrone ¥. You don’t encourage that 4 


\ 


» factory 


} 


Mr. Romnry. We don't encourage that on long -distance drives. 
on vs ry short drives around the factory, We aout chini il Is an in 
jurious practice, and we haven't discouraged it there. 

Senator Monroney. If the customer wants to drive 
the piant, that is all right 

Mfr. Romney. I think everybody does that 

re ator MONRONEY, | understand they are imnuited Lik liahy Coli 
panfes to l or 2a month, 

va Romney. It could be. Tn our case, we are very happy to do 
that to the extent customers want to come and get them 

aaa Monroney. No charge for free ie rhe eg 

Mr. Romney. Thank you. It is certainly true that where the charge 
is either on the basis of rail or truck, and in many instances you can 
ship « pe r today by rail than by truck, vou know. ‘The situation 


‘ op 
it away Tron 


IsSntau niform situation wny more, but in cuistant points and CO a Con 
side! valid extent, depending upon the distance, you can transport cars 
by drive-: away or tow-away more cheap ly than the rail or truck rate. 

I dont think there is any que stion, Senator, but that that factor 
played i part in the early "stages of this hootleggin ws situation. 

I think it certainly was cne of the contributing factors. How big, 
I dont fee! qualified to state, but My Liapresston is thai bootlegging 
got started on the west coast earlier and more vigorously than it did 
( vise here, and the intermountain region, as you idicated. 

I think the freight pattern played some part in that. I think the 
ndustry recogn zed that to some extent. The Ford Co.. I think. was 

e first one th tal pr iced their 1955 mode Is, and the ny limited the freight 
irge to 2 maximum amount, regardless of location. 

Then, bearing out the point L made ies studying their fis — 
what they did was to take tthe cost of freight reduction and spread i 
over cars sold in the balance of the country in order to maintain the 

income level on which their business was based. 

Senator Monroney. Which raised the price of cars in Oklahoma 
and Colorado and Kansas and Texas, and you can take the na » and 
you will see that as they came off the extremely high plateau of Cali 
fornia freight and Oregon, that it went up elsewhere. 

Mr. Romney. That is correct. 

Senator Monroney. But it still left the valley of special treatment 
in the Detroit, Chicago, Wisconsin area. 

Mr. Romney. It didn’t completely wipe out the thing I sed men 
tioned. If you accept the fact—and I believe it is a fact rat the 
pric ing of cars by the factories takes into consideration income from 
whs atever source related to the manufacture of cars, and figures in the 
hase pricing of cars, then if you shut off part of the income from the 
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M ° RoMNEY. { am not sure, Senator. I] rent! ( 

rtainery. 

Senator Monroney. Then Ford discontinued then 

troit on production, and then has reestablished 1 
‘ le} Te. \ iofactol j eC) 
¢ ju { mere assembly plants. 

Mir. Romney. L really wouldn’t know. <As I say 
tied to tell you exactly Ly¢ if i} d, and w 
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i4 AUTOMOBILE MARKETING PRACTICES 
‘ or Me EY. In 1 case, then, you are paying phantom 
freight ont of factory income, really, what ts known as phantom 
! o| / 
Mir. Romney. No. 
tor Monronry. Yes, you are paying and subsidizing out. of 
factory pocket the difference in the freight to Califoriia. 
Mr. Romney. No, Ser y? 
itor Monroney. The consumer in California gets his car for 
t | the actual freight paid on the list price of the car. The dealer 
ti 4% (homMa pay thie te List price for the car and is billed only 
th the exact amount of the freight which it runs, which is a com- 
letely honest, above-the-board way of doing the thing. That is a 
wliey which I didn’t know you had until now, but one that seems, 
is we talk about ethics, and we are cry ng to clean up packs and things 
‘that kind, is a policy I den't think would be bad for the entire auto 
bile industry to adopt. I know the dealers by an overwhelining 
me ]oi ty Ww derstand it Just as vou have done. I don’t think there is 


Gerstanadmyg 

Mr. Romney. Except on this point, Senator. That is, that I think 
many dealers think that if phantom fre has was wiped out they would 
get Cars Cheaper th: in they now vet them. 

Senator Monronery. They might get them a little cheaper ? 

Mr. RomNry. Some would ind son 1e wouldn't. 

Senator Monroney. Because if the phantom freight makes up a 
portion of whatever is converted to profits—to maintain that same 
conversion of e xtra profits “a it raise the price of a popular make 
car $150. There is just a chance that the factory might only want 
to raise that to $99.50 to stay in the fast-selling price brackets. 

Mr. Romney. It wouldn't raise it that much, Senator. I think one 
other aspect of this situation is this, Senator, that the impact of chang- 
ing this suddenly would be terrific on the pricing and sale of cars, 

Senator Monroney. I don’t think Congress is going to rush a bill 
through here by tomorrow night. I don’t think that Ford or General 
Motors are going to say that a week from Friday we are going to 
abolish phantom freight 

We are talking about in all of t - Se ung a long-range—and I 
don’t mean forever, 5 or 10 years—but I mean a reasonable time for 
reasonable men to adjust to a condition, whid h apparently is not at all 
favored by the dealers. and from my conversations with the public, is 
looked on witha little bit of question. 

Mr. Romney. It is a source of income. I think that the impact of 
it has been severe. The industry has already started the modification 
of it—to shift from that basis overnight would be difficult. I didn’t 
finish this assembly plant thing and I want to cover that. because that 
isan aspect of the practical aspect of the problem. 

Senator Monroney. Excuse me. 

Mr. Romney. When we had our EF] Segundo plant, and I think this 
is true in the case of all companies. we manufactured certain models 
there, but not all models. I believe that is true in the case of even the 
biggest companies, that they don’t manufacture all the models out at 
these assembly plants. The tendency, of course, is to manufacture 
those models on which there is the greatest volume. 


on the dealers mag 
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If you begin to price from the assembly plant, then you begin to 
deve lop the confusion of dealers hav ing certain models that are priced 
from the assembly plant to the dealership and certain models priced 
from the central plant to the dealership, and you develop 2 somewhat 
confused situation. 

There are frequently very valid reasons—practical reasons—to be 
shipping from the central plant on models you are producing in the 
assembly plant, even when vou are in production on that model at the 

semb ly }) lant. All of those probli ms have to be taken into accoun 

[ think that the industry has made a step here. I think the illusion 
sthat dealers would get ears cheaper generally. 

Senator Monroney. But you have made this change. You have 
continued a whole assembly plant, and you are charging honest 
freight, excepting where you don’t charge enough—you give a little 


,* 


extra to an area that is a high-cost area 

Mr. Romwnry. I don’t say we won’t go back to that assembly plant 
ipproach as we go forward. I don’t think what we were doing was 
inything other than following a pricing practice that had developed 
earlier. 

Senator Monroney. The steel industry, from Andrew Carnegie’s 
time, was on Pittsburgh-plus, but it is no more, and I imagine alumi 
num was on a basing point, was it not, at one time? I am just 
guessing. 

Mr. Romney. I don’t think so. 

Senator Monroney. But if your Pittsburgh-plus can be changed in 


the nterest of honest ( lelivery costs it seems to mea thing as important 
Atenas age consumer, his pocketboo ;, and the dealers by 15 to 1, as 
this is, merits more than the sual brushoff that we get—that it is 


n impossible situation and we iu t are not capable of understanding 


Mr. Romney. I doen't say that. 

Senator po thehe vey. I am not talking about you. I am talking 
bout these fine factory men uae 7 lead us to believe that people 
COME oily as Ford and Gene ! Motors and C hrys ler are, to build 


automobiles, can’t possibly sn out the incon Ming freiol it and the 
outgoing freight and establish a fair price, plus actual freight on theiz 
product. 

Mr. Romney. It isa tough job, Senator, accountingwise. 

Senator Monroney. It is not too tough. 

Mr. Romni A< To do it with exactitude would be. 

Senator Monn Ney. You won't be able to hit the penny. After all, 
the w: rj they tre ide, ) On this ck livery, SS on another, it will wash 
out at the end of ag vear where you are going to have to find a micro- 
scope to get the diffe rence, 

[ have hed all that from Ford and General Motors, worrying because 
a dealer might have a car at one time that was $4 and another time 
it is S6. 


X\4 > rr . ° 1 ° 1 1 
Mr. RomNeEY. Chere isa complex accounting problem invo ved, ce 


pending on how you approach it. But unless the major companies 
are making too much money, and ought to reduce their profits and 
their income, then it is an illusion to think that the customer is going 
to get a reduction in his price of cars as a result of eliminating phantom 
freight. 
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Mr. Romney. Senator, I ¢ kk f th 
i i fh | 1g el} \ | { ring 
} ear a eC} lot \ I te \ l ] 
} l ( | wh? l 1) vif ’ 
wor Monroney. The t1 ules rtvpe of d ler, I t] K. S ¢ 
iInon a great many. and | th 9 lot of other ) 4 ry 
HC al d saying’ “Well, Wi ho In’t | e] ( a 
this model will be changed in a couple of mont! lam going to 
ust my inventory.” 
“OO vou are bre tkinoe down the } rl | t} ol, a | nit | { 
vy of lower pricing in the Detroit area, plus the sti lator type 
ier, Dp! / » road } 1} AT oy ( ‘are 
ing to contribute to this juvenile delinquency that we are find 
over the countrv in the automobile bu 
Was ther anvthing else in the line of the phantom freieht that 
had? . 


Mr. Romney. No 

Senator Monroney. You have been so helpful to us, I just don't 
iow how to express my appreciation for giving us suc 
ensive and studious view. 

One further question: Do you recommend or have as a factory 


ey the purchase of a dealer’s magazine which is supplied to t 


1 a compre- 


ealers or sales aids in the form of window banners and things of 

it nature ? 

Vir. Romney. Yes. We have got an owner's magazine, Senator. 
Senator Monroney. Who publishes it, sir? 

Mr. Romney. We publish it. We have an organization that pub 
shes it. We have just sent a survey to our dealers to see what they 

nk of it and whether they want to continue it. 

Senator Monroney. You will be pretty well governed by what they 

| of its value. 

Mr. Romney. That’s correct. 

Senator Monroney. ‘They are not required to buy, or t 
eprisals if they do not buy ‘ 

Mr. Romney. No, no. 

senator Monron} he Is it published by the company itself / 

Mr. Romney. We have it done by an outside outfit, but vou see we 

de in there a lot of articles of general interest that this outside 


7 
} 


were are no 


reanization has written and we get it from the outside organization 
hecause thev are using articles that are being used in other publica- 
R. De: and it 1S a ely aper proposition for us and ror the dealet 
But there is no compulsion on it, and as far I know it is a brea! 
\ proposition, or we are losing mone, I don’t know whicl 
ir. Abernathy savs we are losing a little mon on it 
senator Monnronrey. But it does come directly through your ¢ 
many / 
Mr RomMNrEY. That 1 correct. 
senator Monro EY. It is not 2 matter of you Ving Te he dealer 
, * l 99 1] } 


You can bi \ number yf copies or “We wish you wo c(t step up 
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your circulation by 25,000.” But they buy it through another corpora- 
tion separate and distinct from your company / 

Mr. Romney. We have many dealers not participating in the pro- 
gram, not buying the magazine. 

Senator Monronry. Do you have any sales stimulator type of 
banners, window banners, and things of that type / 

Mr. Romney. Oh, sure. We all prepare promotional material and 
so on, sales contests. 

Senator Monronry. Do the dealers buy those direct from you or 
do they buy them from another company ¢ 

Mr. Romnry. In some cases one way, and some, another. 

Mr. Apernatuy. | sually it is put together by an outside company 
and we charge it to the dealers’ parts accounts aiter we get their order 
for it, and they pay it in the regular manner. 

Senator Monronry. They pay you for just about what you got 
from them 4 

Mr. Anernatiy. In many cases we absorb part of the cost for 
putting it together. 

Mr. Romney. We lose money on it. We don’t make money on that 
program. 

Senator Monronery. In other words, testifying under oath, you say 
it 1s a separate org ranization and dealers are not 1 ireed or intluenced 
by the possibility of economic reprisal that they ea have to trade 
with an outside panes ion for sup pl es that you suggest they get ? 

Mr. Romney. I personally don’t know of any. Roy, do you know 
of any? 

Mr. Aprrnatiy. No other than we urge them to enter sales coutests 
and things of that type which is part of our merchan lising procedut 

Mr. Romnry. We have no interest im it. 


Y < 
} 
} 
i 


Senntor MONRONEY. You do ot seit seat covers, d you! 

Mr. Ronney. We sell seat covers. In « case, We permit the 
cd aler to order iis slip covers directly from th » suppl or who makes 
the _ covers (hat we suggest to the dealer. 

Senat R Spon RES . But you do not require him to buy or urge that 
he buy or keep in stock a supply of seat covers, do you ¢ 


Mr. Romney. We would certainly suggest that he have some seat 
covers on hand. We do not re quire him o compe | him to have a certai 
number of seat covers on hand. He freely orders parts and accessories, 
and if he feels he has ordered too many, he can return them within a 


limited period of time. 


, — TY , , hill him fer tl 
ewenator JIGNRONEY. fle orders throug! mand Vou Dili AMM ToT t} 
se2et covers as parts 
. - . , . 
I OMNI Piess as Changes ‘ a c: 3e Gee Lust ieyV 
Mr. Romney. [ red, Sei he 
+1 I : 2 + - ‘ 1 la iilthe 
mons inave not peen into rece a. { E asked Go we orl tTnem 
directly on the seat covers é 
S + 5 > 
naror M INRON EY . 
> \ 
MM WNOMNEY hes, sir. 
y ? } 
‘ j ) Vii | EY \ U Hilda Tlie l Ss parts! 
> . ] 
Mr. Romwnry Phat israel 
: , , 
= if \MIONRONES Yo a L KI WoO ny vice pres ts, il 
; : es | ‘ i is . 
clals of your corp ration, Oj mnuagers of vour departments who have 
. . — , . , ’ 
nv mterest n corporations with wil h the ae ers are reqiured to ‘> 
? 


7¢ 
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Mr. ROMNEY. Senator, not to mv knowledge. As a matter of fact, 
our company has had a very rigid policy through the years of insisting 


that executives of the company refrain from having an interest it 
ealerships. We have a current situation where one of our zone ma 

agers Ust dto he with another COMPANY and he had a dealership at that 
time and he was permitted to pick up one of our deaierships when we 


recy iam as a ZONe Manager. 


We are in the process of chang og hat sit wtlon because we do not 
believe in our factory officials either owning or having financial inte 
PSI a alerships. Where We find out about it. ily to do something 

Hout i The same thing is trne with si pplier companies. 

Senator Monxroxecy. The tipple things the dealers are requested! 


1 
} 


» buy are even more muaportent than ownership of a distributorshin. 
Mr. Romney. That is rieht. 
Senator Monroney. Because the interest of an official owning a part 


for receiving profits from a corporation supplying to dealers part 

at under their franchises are required, at least the zone manage? 
SligFcrest additional quantities bye purchased, It m1ves 2 (| a te 
rtunity there for overloading the dealers with suppli } 


! OLUeErWISE enrve to buy 


9g ho 

Mr. Romnry. I can assure vou that the poliev of our company in 
hat resnect 1s sufficient ly clear and understood so that if there 3 ary 
dy doing that, he is certainly keeping it awfully quiet. He isn’t get 
ing anv help or collaboration from people generally through the field, 

in assure vou that. 


r 


Senator Monroney. And as preside nt of the eoncerh, Vou Wo 
perhaps know about tt—would probably know about it. from the 
vou testified. 

Mr. Romney. Of course you run into things vou don’t know abou 

etimes, even police do, you know. So you can’t know evervihing. 
the extent of m know lede 1¢ doe i’t CXIST. 
Senator Monroney. I do again want to express by appreciation 
Mr Row FY. There is One other thing I would like to nsert 1) the 


} 


ecord, if I may 

Senator Monroney. We will be glad to have it. 

Mr. Romney. That is this. I would like to insert in the record 
I don’t know whether I can. 

Senator Monronety. We will give you permission to insert it at 2 
later time. 

Mr. Romney. The reason I hesitate, I would like to seek the permis 
sion of one other party to the insertion in the record of a statement 
of the basis on which the representatives of NADA and the companies 
met in 1947 and then the joint statement that resulted from that mect- 
ing, which included statements that 1 think are important in the ap 
proach that ought to be taken. 

I would like to review that. 

Senator Monroney. May I give you permission for any other rele 
vant or helpful material that you might think necessary to put into 
the record that we would be glad to have you submit to me or to the 
staff. If it would not unduly encumber the record, we would like to 
have it accompany vour statement. 

Mr. Romney. I would like to submit a copy of the complete text 

f Mr. Sloan’s talk, because I have used excerpts from it and it may be 
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RESPECT FOR RIGHTS OF ALI 


ror that reason, 1n 


the administration of our relations there should be a 
definite plan embraced in the organization scheme where you, the dealer, have 
the right in yo own interest, and a responsibility in the interest of the cause 
. toa review and a decision on the part of unprejudiced authority in 
cases where you have reason to believe that your equitable rights are prejudiced. 
I vo so fur as to say that this is not only sound and desirable, but that such a 
i higher standard of administrative 


rocedure in itseif must necessarily lead to ; 


technigue with increased respect for the rights of all. 


FIRST COMPONENT 


nt of om model should consist of two parts: 


Pherefore, the first compone 
for discussion of policies as they affect the relationship 


and involve the inierests of the consumer 


Py 4 WIN 
rirst a oOruim 


of the dealer and the manufacturer 





Se d. wavs and means for xn impartial review of administrative deci 
sions so that the rights of all concerned may be broadly considered. 
| rht be termed a “policy of equity.” 
HEART OF MODEI 

o products must be retailed over a broad front That means everywhere 
Hence there arises the question of the essential dealer organization That 

( might be described as the “heart” of our model We know that in large 
ommunities many outlets are essential in order that the public may be served 
properly In other communities, only one outlet may be desirable. In the 

ter case, our problem is simplified Down through the years many have 
believed at as the number lenlers in sny one community is increased, the 
number of cars that may be sold was likewise increased It is my belief—and 
[ hope that it is your belief—that such an approach to the problem of a dealer 

g 7 on is both unsound and undesirable. It does not promote stability 
i ul t lend to a quality dealer organization-—quite the contrary. Such 
ch cannot be contemplated as a part of our proposed model. 

SCIENTIFIC ANALYSIS ESSENTIAI 

[am of the opinion that the maximum penetration of the market within any 

ranunity ean only be made possible, with stability and equity, by establishing 
ad 


letinite relationship between the number of dealers and the potential of the 
narket for the product that those dealers are to sell. Therefore, this part of 
ur model should contemplate an intelligent balance between what might be 
termed the dealer selling power in any community and a properly determined 
sales expectancy, as judged over an adequate period of time to allow for the 
irreguiarities of the business cycle. To make this effective requires a scientific 
analysis of each community. Out of that there should be developed a “master” 
plan for each such community The master plan should recognize all the essen- 

al facts that would lead to placing, in the community under examination, the 
right number of dealers, each of the right size, each in approximately the right 
location. And no more. That is the vital thing No more. And the situation 


must be reviewed at frequent intervals, so that an adjustment may be made to 


i 


reflect the changes that are always taking place. 
IT CAN BE DON! 


Now, this might appear to involve a difficult administrative technique. On the 
ntrary, it can be done if there is the will to do it, because it is being done. And 
I am firmly of the belief that the lack of such a “scientific” approach has been 
the most important single contributing factor in limiting progress and in jeopard- 
Zi the stability of the distribution end of our great industry. That is why I 
refer to this component as the “heart” of our model. 

But further, the dealers in such a group are entitled to know the conditions 
under which they are to operate, especially as to how many other dealers and 


ne 





here. Why should it be otherwise? Certainly these circumstances have a de 
nining influence as affecting the ability of the dealers concerned to make an 
dequate profit \nd it natura follows that changes should only be made after 
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denters involved have had an ade late Of 
again their equities are involved. 


yportunity to know why and ho 





PROTECTED TERRITORY 
it no matter how intelligently and scientifically Wwe may determine the size 
characteristics of this particular part of our model, manifestly it can be f 
le avail, so far as contributing to our objective of a proper balance, if we do 
maintain its integrity Cherefore, any group of dealers within any area must 
rate under a plan that, in a reasonable way and without prejudicing the posi 
of the customer as to where he should trade, or when, or how, serves to co! 
he trading within the area protected LCerritorys Im other words It rn 
es an essential step It is to the interest of both the customer and tl le ‘ 
nobles the dealer to serve the consumer better It LKES POSS he qua 
mK 4 nsures stabilit Further, it is equitable from the standpoint of 
e! because the overhead within our large etropolital IS IS gre é \ 
of stnaller « nimnunities 
CON ( I | 
e the 1} ent of rice 
\¢ l t dete. Lie 1 (ding ( oO} ] | def ‘ 
eink . per rela nto the potenti f thre I" ina 
ell proxin te loen n the fnets i vn to thos l a I rere 
hi ind how 
| \ he mm ( hitve he wo ele el ( ‘ oO e tte ( 
for ‘ responsibility d opportunit 
( ln nequatt l portant Componhe { e essential 2Tross Heo 
i¢ wiv } i qq it \ at i} t etl I ia 
‘ i ha ry re mt hie nt of 1 ) ( ned 
| hh the if . ( ( Pweo ae e |} \ or 
( vhere ] his income ni ad hie { t ( i ibis 
hird leSTiO Shi 1 we tablish certa { ( ds base 
ed vie \ stare eV Ee w he iI bre \ 
Va 1} west economne price, OF houla ecd ‘ 
cil Nn Wily Wwe il mah more ‘ ndividual or « 
! MASIS? 
PRICE PROCEDURE 
first nsider from wirere About a4 i si oul nds 
qd if price procedure on the Oasis of fisct delivers pri | 
ilies i freight 1 he tactol te CS tio ! ' nea ie 
I tris | ay eve this mild vm they ire { } } ‘ ‘ st re 
ud pay under a properly stabilized he e oof distritn 1 yen 
al circumstances Out of that ileal « ere elise oth 
he Lor p oducti \ hi per prot | ~4 el to 
r for the expense of discharging |} fw ls « \ 
per profit or, in other words, an adequate gross income 
EVILS OF PACKING 
{ believe it he fT superimposing, over a e le 
Varying with the custome with the Y nh, Wiil e state ¢ 
h the denler, either t« ! (ie l ree of me oor for the p 
lencing the judgment of th Ssiomer—one den iain heothe 
‘ ice of gi ier used « allo hice It {TL id) Tied SO DINE ( 
ered either a sound o1 ( vivles ppereve ‘ (‘on ) 
( WMO Ci Vilues, thus ineren ng the loss hil | ire 
Sitates a continual increase in mcome from some soures There ) 
a vicious circle it Snot a remedy On the contrary ney ! } i t 
e of >] af sta hye ~ fA ( . ‘ 
t vel heonre of thre cle Lie l l | | t ] 
ISSTD] il r 1 thre Oo ! t 
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( e large ¢ oh if it discounted or dissipated in increasing 
n ‘ d Again, there is no limit Aga @ VICLOUS Circ 
4 SO PRINCIPLI 


believe that the dealers and the manufacturers in concerted action would 

















} ‘ vivisect to agree as to the pri importance of respecting and pubdlicizing 
n their joint erests—and in that of the consumer, as an essential step toward 
bilit e official delivered price on a community basis Its principie is 
! And it n be appli eq o both the deaier and the manutacturer 
| l to the lnterest i ti consumer, It is not price fixing 1 do not 
Wi) eresting might be a plished by publicizing broadly and ¢ 
. eC! é I Col ll ! f delivered pt n those commu Lé 
e { ( f there t] odo} I} e world woulda know the 
his vht be ippleni i by requ ng an ite red invoice fo) 
‘ } ‘ ef I th the I unit mi and reflecting 
! ‘ e afar bett I I 
i l he 
‘ a 
1? ‘ ‘ hargc he I ( mrehased on time 
rile ( Sti cal ! nent of our model endorse the “packing 
i f ‘ er ‘ e naj tt le ror to prejudice 
I vy} ! ) I aeal i agall i I th han adcdaed 
‘ ‘ t é pit ( al mcers I hi 
‘ Cel not \ ul ‘ l to opel oO 
hie é I> the pr } I the ) eST aval hl 
! e Tor i ng, Das l l ( ryvice on ith DASIS here are 
sucl ird cs, % 1 now Al] d be treated alike here the « um 
Ss es are t Al he de r she i be ntirel ree agent in ce riining 
i I HauLlurai i s¢ vice ot bh owl if he 
iO - ( i} es h t ‘ thre is er 
ue lor ] ) nowledge used nst him in the rm of a highe 
I ‘ — 
SATISI ( I INS ESSENTIAI 
Ni should the uunt of the gross income for the de r be determined 
t e reta listril ion of various well-established automotive 
prod > tiie ( tl i Ul cue » the DuSINeSsS cycie Can 
be s I W established to evaluate that essential factor in determining 
l he Ss ( e ought to be in vears of poor business we should not expec 
oO! ‘ h of a profit In years of bad business we may even expect a loss 
I j vea i g i buSInes we should expect to make a generous profit. AnG 
ver the e of the business cycle we must lake, on the average a satisfatory 
rr n | S ¢ ntial to stability These facts appiy to all business enter 
prise 
i believe be entirely pos le to establish a gross income as to new cars 
hi or he gross income emanating from other productive parts o 
thre ‘ e good 1 s ob: l It is entirel kely that our mode 
should conte at h properly and equitably, a differential in gross ome 
petwer eg ( gall another, as servi ohne type of market 
iS against another, or in other respects to equalize the essential differences of 
serving der « ere conditions, but alw basis. I believe this 
oO bean important consideration. The ire cted into the problem 
e] ged circumstances which ll require : ve pass down through 
the years, but that in no sense validates h to the problem. 
STABILIZED PRICES 
No perhaps you might ask Is it sound thus to stabilize the price however 
equitable it may be, in view of the inc ing level of used-car prices Il believe 
that properly recognized price will exert an important influence in checking 
the rising take-in prices of used cars and increased losses incident to same 
hence abilizing dealer net in rela n to gross income A detinite yardstick 
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the form of a stabilized price is an essential step in establishing the distribut 


ng end of the automotive business on a basis that will promote progress will 
stability. Without it there cannot be the stability we must have. 


rHIRD COMPONENT 


herefore, the third component should contemplate a price established in all 
ommunities based upon the factory delivery price and varying only with 


freight and taxes—respected and known to al!—financing at the lowest available 


st on a national basis, a gross income to the dealer payable out of the estab 


ished price adequate to insure a generous return for a properly managed business 
over the business cycle. 
There are other components of our model I can only just mention a few 
Phe manufacturer must necessarily estimate the number of units that the market 
ibsorb Errors of judgment are bound to occur Our pattern, therefore 
d contemplate sol e equitable ndjustment to the dealer Liquid lo of 
ve sto When such circumstances arise Why? Because the 
the responsibility lies with the manufacturer. It is his decision Progress 
heen made in this direction Further progress should be de 
SIZE OF INVENTORY 
(ne of our important problems is that of having the right number of cars of th 
type in the right place at the right time. Naturally, our index, the trend 
t 11 iles, changes constantly And there are considerations that must be 
ized other than inventory turnover in determining the desirable amount of 
at any time I believe it to be possible to determine the number of cars that 
1 be available evervwhere, giving weight to the seasonal variation, the trend 
nsumer saies, and the many other factors that enter into the situation. That 
d be a step forward It would eliminate misunderstandings and standardiz 
rfant phase of our operating procedure 
INDUSTRY UNFAIRLY ACCUSED 
! ress a lmoment, Charges have been made against the automotive in 
ry It has been stated that during the year 1937 the industry produced 
id the ability of the consumer to properly buy from an economic stand 
Let us look at the facts: A comparison down through the years of the 


nal income in relation to the vaiue of automotive production at retail prices 





a remarkably consistent and relatively healthy relationship. It demon 
trates again that the best regulation is a natural adjustment. During periods 

f proving business, automobile buying increases slightly faster than the na 

, mal income. ‘This justifies, statistically, what has been said frequently—that 
the automotive industry leads the country out of a depression. In years of 

( ing business automotive production falis somewhat behind in relation to the 

nal income. That is natural because replacement is deferred. In othe 

: Is, it can be well said that the production of automobiles in value, dow1 
ugh the years, has maintained at all times a close relationship with the 

sperity of the Nation, as measured by its yearly income. This particulai 
. ipplies to the 1957 automobile year. 
CANCELLATION OF CONTRACTS 

: I might mention the practice of the industry of providing for the cancellatio1 
f of its selling contracts, without notice, and without cause, on the part of either 
c party I have been giving much thought to this point. It cannot be denied that 


n by far the great majority of our relationships the question is never raised, yet 
7 hen such circumstances develop it is important to the individual concerned. 
: Important progress has been made by the manufacturer toward accepting definite 
bligations in the way of liquidating the dealer’s operating assets and in partici 
iting in any losses that might oecur incident to obligations more or less fixed 
But entirely aside from all this, perhaps cancellation without cause is subject te 





r criticism from the standpoint of the general equities involved. I am inclined to 
¢ think itis. Therefore, perhaps we should consider a somewhat different relation 
g ship. This subject should be further explored. 
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SPIRIT OF COOPERATIO 


fe that many of the industry’s dealers, irrespective of affiliation, fee 


ngs must be done which are not done, and too many things 1 
| 


at many th 
id be eliminated On the other hand, thev cannot fail to see the 


ng done shot 


ogress that is being made. They cannot fail to recognize the entirely different 
itude of mind that prevails and has been rapidly spreading along a broadening 
ont during the past several vears as to the problem of manufacturer-deale 
“tions It would be unbecoming for me to stand here before vou this evening 
if pass judgment Qn the other hand, my remarks would not be complete 


thout taking recognition of the apparent beliefs of many of you that the satis 
tory solution of our problem lies in superimposing the answer from without 
Government edict, as against developing it from within-—-through the spiri 
cooperation. On this we stand at the crossroads. What we may do during 


ie next few vears will have an important influence on the ability of our industry 
y»accomnplish in the great future 


W ITERE ARE WI HEADED 


It seems to me that we should stop, look, and listen Stop and think the matter 
er most carefully Consider where we are to land What is at the end of 
he road’ Look at what has happened to others We do not need to look far 
eld Listen to the opinion of those in whose judgment we have confidence 


Doall these things that we may make the most intelligent decision 
In the normal course of human events my service to the automotive industry 
ust necessarily be drawing to a close: therefore I speak to you on this all-im 
tant juatter from a firm conviction of my beliefs rather than from the stand 
nt of personal advantace 


tit OL TLOOK POpAY 


I cannot conceive how these complex problems that need such intimate coope 
on, such a profound understanding of the business, and such constant ad 
istments due to rapidly changing events, can be dealt with constructively, ex 


ept through the most intimate contact possible between those who are the most 
oncerned—those whe have a great stake at issue. and those who, after all, are 
he ones truly responsible. Government is essential to protect and develop out 
ization Dut let us have government by law—thou shall or shall not—not 
vernment by edict That means a stifling regulation the direct road to regi 
entation \nd when we start, there is no turning back. The exploitation of 
ndustry by regimentation means the death knell of individual enterprise—the 
nerican system which has made possible a standard of living which is the 
envy of all peoples. Remember this too. If a policy, even expressed in definite 
Ww. is unsound and uneconomic, even the all powerful cannot make it work 


And that fact is beginning to dawn on the consciousness of our people 


rherefore Task you, Is it better to look to the council table or to politic 


Should we not lay the facts on the table, and all the facts—analyze them 
ithout prejudice and with an open mind—and in a true spirit of cooperation, 
ith proper regard to the economic position of the Consumer, determine what 
mght to be done? That, according to my belief, is how it should be done But 


that is for vou to decide 


Senator Monroney. Let me ask you in conclusion if you are not t 
only American company that is building a competitive car with t 
mall cars like the British Consul, the Volkswagon. and all these that 


are gaining favor with our wives so they can park in no parking zones 
ind not get arrested / 
Mir. Roney. Senator. this will be a long hearing if vou vet mie 


started on that, but we are the people in the industry who believe cars 


have been getting too bie and too bulky and too heavy and that the 


ie thas passed whe hy modern engineering can ft build equal COMmMTPOrt, 


and superior safety into compact cars and small ears. 
We are staking an important part of our future on the fact that there 


is a revolutionary change taking place in the automobile business, and 
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we are In a new motoring age and that cars like our Rambler and our 
Metropolitan are going to find an increasingly important part because 
multiple car ownership is the new standard of car ownership in the 
United States. And as far as I can see, it is going to increase by leaps 
und bounds, because it is a necessity today. 

It is no longer a luxury. People have moved out to the suburbs. 
They have got to have more than one car. You know the latest defini- 


tion of a pedestrian, don’t vou’ A pedestrian is a husband with two 


ars. a wite and teen-age kids. 

i ] har 7 rat nits Ls s ¢ a2 1 : , : alee 

We think when vou get into this era Of muitipie Cal ownership, 
t doesn’t make sense to drive 2-ton ears around to get to work or to 
vo down to the grocery store and get a loaf of bread and stuff of that 
or \s a matter of fact, we know we apply more of the modern 
ngineering techniques to the basic construction of our car than any- 
body e] We apply airplane construction methods literally, and we 


ire the only people who do 
I iO. 


We are the only people who bull | ears the wav modern buses are 


built. modern streamline trams, modern airplanes. I verybody else 
is still building them with the old frame, and they bolt a body to it 
which is oxeart construction 

We haven't done a very £0 ve 1ob ot selling th Lt. and we are trying 


» little bit more articulate. I am hopeful that through three 
ngs, Senator, we can do what I think is in the interests of the in- 
try ana Chie ‘Pompany. ‘These are the three thin OS: 

A change in these marketing } 
Some modification in the constant campaign to build up the il- 
lusion that size iseverything mthiscountry. 

Senator Monroney. The size of the car or the size of the manu- 
facturing plant? 

Mr. Romney. Both, the size of the car and the size of the corpora- 
tion—that from bigness comes greater progress, greater value, greater 
superiority of cost, and all these other illusions that have been built 
1p—superior resale value, which isn’t true. 

Our Rambler today, Senator, has got a higher resale value than the 
Chevrolet, Ford or Plymouth. 

The third thine we need is to do a better job of communication in 

elling what we have got and we are working at that. 

Senator Monronry. You know, coming from Oklahoma, [ am in- 
clined to agree with you that size is not everything, because the hght- 
weight and fast Oklahoma football team won the undisputed national 
championship by being able to run faster with less weight than the 
heavier team did. 

You have no trouble in meeting the competition with European 
cars, do you, with your availability of parts and service 4 

Mr. Romney. No. Asa matter of fact, we are carrying on a very 
interesting experiment that is rather unique. We made a market sur- 
vey on the basis of prototypes of a small car. Then wanting to get a 
better firsthand feel of the potential market in this country for a 
genuinely small car—I am not talking about the Rambler; I am talk- 
ing about a genuinely small car—we adopted the rather novel pro- 
cram of having that car built abroad and then shipped over here. 

It isbuilt toourdesign. It isthe Metropolitan. 

Senator Monroney. You make the bedies, do you not ? 


practices. 
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Mr. Romney. No. The only thing we sh Pp ov r there ealed beam 
ici hts because they don't have ther ‘ 

Senntor Monroxery. Isthat vour little station wagon / 

Mr. Romnry. No. That is the Metropolitan. It is an Sd5-ineh 

eelbase job. It is a little smaller than the Voll Lor it a 

wo-passenger vehicle basically. 

Senator MONRONEY You can use t cS In the rear, < nt OU! 
I [IN] i here vy little ren it iout ‘ ! | Ho on 
market res 1) w on the b s of product ( utlabl 

I yeh [1 ond cry) volul rol ‘r] ) n 
{ fed i 
reason we went abroad, hnuato [It would \ st 
Vi re wh > Are OT nilll mor lie One tooled a { 
e] i»>\ i\ iy} ili \ } ilable POOLE | r¢ a eX 
tO body {jes ‘ Msi fo. LtlOse ) W\ dome if mroada, 
ble o de { ravery Wh |] Prac ) { mount an to g 
thand market te | 

Ba ion What we hl Out i 1} iit « i the \j rie } 

{ happ ns te ome of these othe Fore Fr) ae eX NYE { de 

he our program. 1D nally Lam vineed th omni bse 

lL the ¢ mommies of ft] Muatiol Wh) Line poe i ! OU 

s more important than which particular car vou ov that 
rt of i Ket a d where individual ODILITS fo i} Wenn rs or the 
is the primary consideration, we are going to get away from 

t r at are designed for just bulix ai ad we ahi |) ry CoO 

Wd move Nportantiy into ti rea OF hol fer a cal 

| SH DeTION in othe r respects, too 

i if dov n-t road market 18S going to by Sp { bet ween compact 

d small ca nd these bigger curs that for the fun of it 1 call “eas 

! dinosaurs.” We build some of those too. Ours have rot 

ore mim them than anybody else 
ator Monronry. I think if this dream comes true, they may 
itd a statue to ve tas the man who could park 2 errs where | parked 


[f there is nothing further, th: 


ank you again for your helpfulness in 
Ss inv stigation. 
Admiral Bell of the NADA will be the first witness at 10 o’clock 
Morrow. 
: ee or i a 1 se 
(ihereupon, at 4:55 p. m., the subcommittee recessed, to reconvens 
Friday morning, 10 a. m.. in room 318, Senate Office Building. ) 
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FRIDAY, JANUARY 20, 1956 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 
Washington, D. ¢ 

Phe subcommittee met, pursuant to recess, at 10:20 a. m., In room 
Is, Senate Office Building, Senator A. S. Mike Monroney (chairman 
presiding. 

Present: Senators Monroney, Thurmond, and Payne. 

Senator Monroney. The Subcommittee of Automobile Marketing 
of the Interstate and Foreign Commerce Committee will be im ses 
lon. 

Poday we are dehehted to have as our witness Admiral Be l. who is 
head of the National Automobile Dealers Association. They have long 
ween associated with the problems that this committee is investigating, 
and have contributed greatly to help us in all ways possible to get 
the facts that we and our staff need. 

I personally am grateful for the help they have given when we 
ave asked them for meetings of various groups In Various States, for 
vot checks, and the care that they used in giving us an accurate cross 
tion of the dealers—they were not just leaders or directors of tl 
National Automobile Dealers Association, but some who were not eve) 
members of the association in order to olve this Committee a chance 





} 


to vet a grassroots opinion on these problems. 

I see in the audience Mr. Ewbank, who is the west-coast director, 
und contributed greatly in helping to get a good cross section of the 
dealers throughout California. It has been that kind of help that ha 
constructively assisted the committee in informing itself accurately of 
the genuine thin king of the automobile dealers s, and has olive nus ah op 
portunity to cross check by personal interview the vast information 
that we received in the de alers” answers to the questionnaires that we 
sent out. 

We are delighted to have you, Admiral Bell. We appreciate very 
much your appearing. 

[fn order to continue the precede ht we set yesterday, ] would ask you 
if you have any objection to being sworn / 

Admiral Bett. Not at all, sir. 

Senator Monronrey. Wouk ; vou state your hame for the record / 

Admiral Brun. rede iy 1c ‘Kk oJ . Be ll. 

Senator Monronry. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth. and nothing ‘but 
the truth, so help you God ¢ 


Admiral Betti. I do. 
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Senator Monronry. You may proceed in your own way. Unless 
there is something that we fee] needs to be pinpointed as you go on 
with your statement, we will let you continue to its conclusion. But 
the chances are some of the committee members may want to amplify 
some statement as you are going through it. 

If that is agreeable with you, we will proceed in that manner. 

Admiral Bein. Yes, indeed, sit 


Senator Monroney. You may proceed, sir 


TESTIMONY OF FREDERICK J. BELL, REAR ADMIRAL, UNITED 
STATES NAVY (RETIRED), EXECUTIVE VICE PRESIDENT, NA- 
TIONAL AUTOMOBILE DEALERS ASSOCIATION 


Admiral Bein. Thank yous, Mr. Chairman. 

My name is Frederick J. Bell. I am executive vice president of the 
National Automobile Dealers Association, with headquarters here in 
Washington. 

I m oht state, SIr, I am accompanied here by the legislative coun- 
sel of NADA, Dr. Roland Kirks. You have taken note of Mr. Eu- 
banks. I should like to present to the committee Mr. Walter Cooper, 
of Fort Collins, Colo., the chairman of the NADA national atfairs 
committee. 

Senator Monroney. We are glad to have you present in the com 
mittee room. 

Admiral Brtu. Founded in 1917, NADA is a trade association 
v iin a membership of approximately 30,000 franchised new-car and 

-truck dealers. 

My pre pared statement on this o ‘caslON will be rel latively short be- 
cause in the persons of you, Mr. Chairman, and the fellow members 
of your committee, I am in the presence of men who have a broad 
and detailed knowledge of the problems of the retail automobile indus- 
try. 

‘On bel half of the retail automobile merchants of America I should 
ike. at the outset. ie express our gratitude to three busy meinbers 
of the United States Senate and their hard-working staff, for the 
work you have done over the past many months and for the compre- 
1ensive reports you have issued. 

The automobile dealers, almost 20,000 of whom you report as hav- 
ing responded to your questionnaire, are convinced that this commit- 
tee holds in its hands the future of thousands of small-business men 
and of the hundreds of thousands of men and women employed by 
them. 

Certainly this committee is in a position to render a oreat and 
ing public service: a service that will help to remove the coercion 
doubts, and fears that plague an industry that you have defined as one 
of the cornerstones of the economy. In fact, I believe you referred to 
it vesterday asthe No. 1 industry of the Nation. 

‘A service such as that extends far beyond the bounds of partisan 
politics and party lines. It is, in truth, a ig to all America, and 
that is One more reason why your very existet ee. ‘" say nothing of the 
sound and solid arlengpreneniag slrandy exhil ‘ited by _ committee, 
has created a veritable chain reaction of optimism and hope within 
the distribution elements of the automobile industry. 
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for a number of years, and more especially during the past 3 years, 
the National Automobile Dealers Association and many groups within 
t have urged, begged, and pleaded with the automobile manufacturers 
to sit down with representative elected groups of their own dealers 
ind work out, between themselves across the council table. the term: 
of a selling agreement that would not only be regarded as sensible 
by any reasonable man but that, of equal import, would assure the 
dealer of a position of equity in any court of law. 

Until very recently, and with very rare exception, these pleadings 
have been disregarded. The reasons for this indifference will, I hope, 
be brought out and spread upon the public record during the pro 
of these hearings. 

This is the second time within a period of little more than a month 

{ this national trade association, which I have the honor to repre 
ent, has appeared before a committee of the United States Senate to 
rotest the abuses that certain small-business men have long endured. 

This is the second time in that short period that I have had the 
opportunity of saying here that I regard as appalling a situation 
that compels us to come hefore you to seek relief fron) pra tices Vi hi h 


yes 
i 


ong, lone ago could have been corrected by men of good will and 
od intent. The fact that the good will and good intent continue 
he basie enuse of our presence here today. 
(mong other things, the questionnaire distributed to all automobile 
ealers by vour committee directed attention to certain specific matters 
have earher been the subject of leoislation introduced in the 
Llouse or in the Senate. or both. 


| refer especially to bootlegging, phantom freight, and exclusive 


Ppa ently TO be lackn oO 1s 1 


reas of sales and service responsibility. NADA 1s on record as favor 


eC h of thes preces of leaistation. We would like to see them 
} =e, 

\ iF oe ‘ss " Fo shoes Re ees lav. IT am most 

vet, if each of these bills were enacted mto law today, Ani most 


apprehensive that the results would, by no means, create a healthy 
orking climate within which the automobile manufacturers anc 
their dealers could operate in the publie interest. 
hidged by the announced responses to your questionnaire, it is the 
opinion of the vast majority of the automobile dealers that legislative 


-_¥ 1] 
tion is needed which will 


mil e if possible for these men to Oper Te 

independent busine ssmen, str) Ing constantly and competitively 
in x rough and tough industry, but with certain basic eround rule 
learly defined. 

The degree of independence that is presently enjoyed by the auto- 
mobile dealer calls to mind an incident that oceurred many years ago 
when I was serving in one of the battleships of the battle fleet. Our 
position in column was immediately astern of the flagship. One 
morning our captain desired to leave the formation and carry out 

nele-ship maneuvers for the purpose of training our officers. 

In accordance with normal procedure, a signal was made to the 
lagship which says: 

I request permission to act independently. 

Soon thereafter the reply was flashed back from the admiral: 


Permission granted. Act independently, remaining 400 yards astern of this 
ship. 
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Phat is just about the degree ol independence that the retail auto 
mobile dealer receives from the majority of the manutacturers. 

I say the majority because just yesterday you had given to you a 
refreshing view of management philo sophy on the part of the young 
and able board chairman and president of the American Motors Corp. 
You heard Mr. Romney say. in effect, that he felt that changes in 
e@ WOrPKING relat ionship betwee { uctory and dealer were long overdue. 
) ou heard him expound a philosophy that I regard as sahe, sensible, 
and most definitely in the public interest. 

In adopting his eight-point dealer program, Mr. Romney is not 


Th) 


giving away one iota of the responsl ibility which it is his duty to 
assume, He is not turning over, to the men who sell his products, the 
operation of the American Motors ¢ Orp. 

Rather he is saying very simply and effectively that he feels that 
the mien who are responsible for the ultimate delivery ot his products 
to the consumer should have a voice inthe dise USSIONS leading to policy 
decisions which aifect the entire operation of his COrpore ation. The 
making of final decisions is his: this re sponsibility must always rest 
in the hands of men who are chosen by their stockholders and the ur 
directors to lead ad COMpAany., 

Mr. Chairman, while this philosophy is as old as the Sermon on 
the Mount. it isas new as this mor ning's hye acdlines, under today’s Wan 
agement in Detroit and Dearborn and South Bend. 

It has been practiced before, under a few industrial statesmen such 
as Alfred P. Sloan, Jr. 

[ hope you will permit me to give another naval analogy because I 
spent 25 competitive, hard-working, enjoyable years in that great 
organization, the American Navy. 

During the late summer of 1942, we were not dome too well in the 
South Pacific. (ert: unty we weren't fretting muc h closer te » Tokyo, our 
ultimate objective. Lremember vividly that the little ship’s paper pub 
i shed In) the destrove which | commmandedl at tliat time carried a 
headline, “The War Today.” under which there appeared the true 
and pungent comment: 

From where we sit, the war today isn’t a hell of a lot advanced over the war 
yesterday 

about 2 o'clock on one very black morning my communications 
officer awakened me while I was sleeping on a cot on the starboard 
wing of the bridge, and said “Captain, here’s a dispatch which I think 
you should see.” I got up a eee him into the chart house where 


there was a meager Leht and read the dispatch. 

It consisted of only a ae sentence, and yet, when I read it, I 

Khe that Wwe were oh the Vary fo Victory. \]] It said Was, oom ce Adm. 

Will way I? Halsey, ar: Haws yssul ied COMIN a ot the South Pacific 
forces ds 

Now, ae Chairman and gentlemen, Admiral Halsey brought with 

hh TOT i drop oT o nora loat ol bread hora single bullet, bunt fay 

, brought the knowledge that now we would be 

working under an inspired leader, a lender who, during a hf 


service, had been a livine symbol of the sailor’s AXIOM th it “Loyalty 
} 


more Maps! ‘tantly. he 


evinye of 


dow) eres lovalty typ). 
i ] 1 ’ 
I recognize, Mr. Chatvman, as do all of us, that sueh men as Sloan 


| Heals Voare il I 1 upply, W th) Pw OR ros Lal: vi ho one 
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roes about the wording of a battle order or a sales agreement 
they have Con plete farth i thee {ul | tv of their leact } 
Im CoO) fic hil that the ne W |} Lye tite Wn the Crs ( of Mr Romney 
But why shouldn't it be a more universal quality in this vast madustry 
I; there anv element ol COMMINONSeNse OFr neleed., ot Ihaust? il l¢ 


. I’. ee 
ency in the oft quoted remarks Trom Detroi and Dearborn Chiat 
ula eeM to dient a CONVICTION O the part of automobile manu 


) l ] ; 
racturers that the men Who se] ] their proctets Inust be Kept a state 


of “vassalage™ to use Senator O'Mahonev’s definition / 

Is the continued clean and healthy growth of a form of econon: 
which we are holding out as a model for the countries of our friend 
cross the water cons! tent witha ruthless despotism trict hits no plea Y 
ne: lemocracy / 

Oh, I know that statemei Ssucn § this will shock mith y people who 


t \ 
. 4° 1 e l | +} 
hare thre admiration thier all Of Us have ror the dramatic Growth anil 
progress of the American automobile Industry. Such a situation some 


how does not see hha all ‘oOnsonant with t | e mnaenificent prod cts and 


he technological] aptitude of the men who make ou automobiles and 
| 


Trucks, 
' eT, let’s have a look at the record. Yesterday Mr. Romney indi 
ited repeated]y that he believes thr present deterioration of ethi ‘Ss 11} 
the automobile industry can and will be cured by his fellow manufac 
turers without the need of legislative action. That is just about the 
iy point of view he expressed with which I find myself in disagree 
i ie 
] realize, certainly, that there are definite | mitations to the effective 
ness of any law. You cannot passa law that will transform a dictator 
to an Industrial statesman. You cannot pass a law that will confe 
the mality of leadership on 2 man who is determined to rule LD 
drivership. 


You Cannot pass a law wh ch wi of tself, restore san t\ and ce 
cency and loyalty and honor to an industry that has lost far too many 
oi these qualities, 

You cannot pass a law which will, of itself, create a healthy self 
respect among thousands of small-business men and their sons and 
coworkers who despise sO Many ot the practices that they feel forced 
nto using. 

Those are some of the things that cannot be done by the mere enact 
mentofalaw. Yet. we do not dare to take the enleulated risk involved 
t] rough hoping thiert voluntary aetion is soon to come on the part of 
the men in Detroit. 

I would feel far more optimistic if four other men—the chief execu 
tives of Studebaker-Packard, Chrysler, Ford and General Motors Cor 
pOratlons were TO elve voice 1n this room and under oath, to thei 
ay lef ma hactory deal r philosophy along the lines ot that tO Which 
Mr Romney has committed the American Motors ¢ ‘orp. 

But until all five of those men have announced, and implemented, 

why a philosophy, I submit that the men whom I represent bave ho 
recourse other than to seek legislative action. 

You will reeall the lengthy and exhaustive study made of this 1 
dustry by the Federal Trade Commission which was the subject of an 
RTC report of more than 1,000 printed pages that was ordered to be 
printed on June 5, 1939—ITouse Document 468. 
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You will recall the findines of the Federal Trade Commission. Let 
me repeat one of their recommendations. 

It is recommended that present unfair practices be abated to the end that 
dealers have 

(a) less restriction upon the management of their own enterprises: 

(b) quota requirements and shipments of cars based upon mutual agree- 
ment; 

(c) equitable liquidation in the event of contract termination by the 
manufacturer ; 

(@) contracts definite as to the mutual rights and obligations of the 

inufacturers and the dealers, including specific provision that the contract 
will be continued for a definite term unless terminated by breach of reason- 
able conditions recited therein 

Ifas anvthing been done in the past 1614 vears to abate the unfair 
pract which the Federal Trade Commission condemned in 19597 
If the FTC re} veated its study today, it could restate the same ree 
ommendations, dani. as you will note from the results of your 
questionnaires, 

Does this mean, Mr. Chairman and gentlemen, that the manufac- 
turers of American automobiles regard themselves as being above the 
law? Does this mean that any action that might be forthcoming as 

result of the lengthy and strenuous deliberations of your committee 
will be of no avail because a litle group of men consider themselves 
so powerful as to be beyond the reach of the United States Senate ? 

I wonder. 

Phantom freight: H. R. 528 was introduced by Congressman Carl 
Hinshaw, California, on January 5, 1955. This will was designed to 
make the levying of transportation charges in excess of the actual 
cost to the manufacturer unlawful. 

A similar bill was also introduced in the 83d Congress. The Federal] 
Trade Commission, when testifying on this bill, disclosed that the 
Commission was fully aware of the fact that some manufacturers had 
been charging “phantom freight” since 1939, at which time the Federal 
Trade Commission held extensive hearings pertaining to the auto- 
mobile industry. 

At the hearings held during the 83d Congress, Congressman Hin- 
shaw inquired of the Federal Trade Commission why it did not proceed 
to put an end to this practice. There is no evidence that the Commis- 
sion or any other regulatory body of the Government has or intends, 
under the present law, to take any action in connection with this prac- 
tice. 

The charging of “phantom freight” is of questionable legality and 
perpetrates a fraud upon the purchasers of automobiles. Tor that 
reason the National Automobile Dealers Association is making this 
effort to bring an end to this practice. 

As used in connection with the automobile industry, “phantom 
freight” is understood to mean those charges for freight made by the 
manufacturer to the dealer which, in fact, the manufacturer has not 
been required to pay. These charges are passed on by the dealer to the 
purchasing consumer. 

The practice of charging “phantom freight” has its origin in the 
Saciabien agreement which the dealer must sign with the manufacturer 
in order to have the privilege of selling his products. In this fran- 
chise agreement the iaalaane retains unto himself the right of 
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determining the method by which automobiles will be shipped to the 
dealer's place of business. 

The manufacturer further specifies in the franchise that he has the 
right to charge the dealer railroad rates from Detroit, Mich., regard- 
less of the actual place at which the vehicle is produced. 

Here is an example: A manufacturer, whose principal plant is in 
Detroit, has an assembly plant in Atlanta, Ga. The assembly plant 
receives in a knocked-down or unassembled condition the component 
parts of an automobile. 

The manutacturing process Is completed at this plant. The auto 
nobile is then delivered to the franchised dealer in Atlanta. In some 
nstances, the manufacturer charges this dealer freight for a complete- 
V assen ib led automobile as if it had been shipped assembled from 
Detroit to Atlanta. 

The difference in fre io cost to the manufacturer between shipping 
the knocked-down abe oe Detroit to Atlanta and shipping the 
assembled automobile the same distance is substantial. It is this freight 
lifference = is called “phantom freight.” 

The charge of “phantom freight” is extremely profitable and par 
ticularly sdeaida igeous to those manufacturers which have established 
a farflung system of assembly plants. 

How much the factor makes by charging “phantom freight” no auto- 
mobile firm has ever publicly disclosed. However, the Wall Street 
Journal of October 22, 1954, makes the following statement : 


One auto executive figures the cost of hauling a higher-priced car, such as 
Lincoln, from Detroit to Los Angeles is roughly $350. The cost of shipping only 
he parts the same distance (to be assembled in Los Angeles) is $150. 

Senator Monronery. Would you yield right there ? 

Mr. Bei. Yes, sir. 

Senator Monronery. I grant you that that is perhaps true on Lin- 
colns and all others, but on many of the popular-priced cars in the 
Los Angeles and in the San Francisco area, I learned—and I consider 
the evidence indisputable—that 56 to 58 percent of all the component 
parts going into the assemblies of these cars were made right on the 
coast, and they are available probably as near or nearer the factories 
than comparable parts are to Detroit plants. 

Yet, even with this so-called freight adjus tment that was made last 
year, the freight on a Ford or a Chevrolet is still about $145 in the Los 
Angeles and San Francisco areas. 

Admiral Bein. I think that is true, sir. Iam sure that the freight 
experts who will testify more specifically on that subject will have 
facts and figures that will lend themselves to supporting that state- 
ment. 

Senator Monroney. I just wanted to interrupt because for the pur 
pose of the record, someone not reading on to the later part may think 
that all, or the great proportion, of the parts that go into West Coast 
assemblies are still made in the Detroit area. 

Admiral Brett. Which, of course, is not the case. 

Senator Monroney. Now, the West Coast definitely has its ow: 
industrial system of component part supplies, such as frames and 
things of that kind, right on the West Coast itself. 

Admiral Betz. I am sure that is quite true, sir. 
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To measure the spec ific magnit ude and extent of “phantom freight” 
with absolute accuracy requires certain items of information. These 
. 

. The amount of freight paid by the dealer to the manufacturer 
upon delivery of each cat 

The legitimate r: ite per hundred weight per vehicle between actual 
point of origin and the dealer’s place of business: 
3. The shipping weleht 
+, The amount oe by the manufacturer to the firm transporting— 

(¢/) ‘| he Whiasse “nb woe parts to the ; ausse a P lant: 

(4) The assembled 1 ts to the deal sp lace of business. 


of every vehicle: 


Senator Monroney. In a minis ‘ a ecm as course, 
| Lyn” The Mbound freieht aus a part of the cost ot freioht, as well 

the outbound freight charges. Many of the defenders of phantom 
freight throw that up as a secondary phan tom I guess you — 
Say assuming that those of us, including the dealers who condem 
phantom freight, would assume that there is no inbound freight on 
the parts, 

Admiral Benn. That is neht. 

Senator Monroney. Tam sure you will develop that at a later point. 
Anyone that is smart enough to put all the electronics and everything 
else in the present-day cars, surely could have accountants that could 
break down the cost of this inbound freight so it would be no major 
problem to determine what the inbound freight was, as well as the 
outbound freight on the assembled car. 

Admiral Bein. I am sure that they are able to do that, sir. We eall 

tphanton wb ititisa pretty live ghost. 

Senator MONRONEY. I have found it to be so. 

\dmiral Benn. To prove the existence of phantom freight we have 
collected manufacturers’ invoices, bills of lading. and other data from 
dealers located at re present: itive po! ints throughout the country. Thus 
the amount of freight charges paid by the dealer to the manufacturer 

in be determined. In addition, we have obtained from freight eX 
pert a rates on assembled and unassembled automobiles shipped 
rail. truck. : and barge. 
bite niral Bren. Information on the manufacturers’ actual cost of 
shipping assembled units to dealers, or unassembled units to his as- 
embly plants, is harder to acquire. since only the manufacturer Is In 
n of completely accurate data on such shipments. 

Senator Monronery. It would be assuming, the ridiculous, how 
ever, to suppose that that is not a matter of record, and easily obtain- 

bt {1 yn the manufacturer sown books, Vi ould it not ¢ 

Admiral Benn. Oh. I have much too high a regard for their account 
ine methods to think that they wouldn't have that. 


Senator Monroney. Thank vou. 
! 


\dmiral] wags Despite this problem, ee 26 
representative shipments which were analyzed oa us Mr. M. A. 
freight expert retained | wv N DA for this 


(rreene,. an sa pane 
yurpose, Which will permit making certain conclusions regarding the 
cistence and magnitude of ph: intom fre lah t. 

Based on ICC figures, it is estimated that in 1955 alone the buying 
pubhe paid to automobile manufacturers in excess of $200 million in 
phantom freight charges. 
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Senator Monronry. Would that include the imbound and the out 
bound freieht—the excess over both of those figures / 

Admiral Beth. Yes, it would, 

Senator Monron} y. In other words, the claim of the manufacturers 
hat we are not crediting anything to the actual freight for the in 
bound parts 1s laid to rest by Mr. Greene’s statistics which show that 
counting that inbound freight plus the actual freight versus phantom 
freight, it amounts to 8200 million a vear 4 

Admiral Bein. Yes, sir. . hat is “ses to the best of our ability Jand 
leaning way over toward the conservative side. 

Senator Monronry. I have always found that whatever figures you 
have supphed us, when they are carefully checked by our staff, are 
on the conservative side. I want fo comp slime nit you forthe care which 
you have used, so that at no place during this study have we found 
figures that were drawn up only to reflect and sustain a position quickly 
taken. You have been — ong from our checking. 

Admiral Bett. Bootlegging: H. R. 2688 was introduced on January 

19D0: by Congressman 5 a Be iI W iiliamos, Mississippi, and im the 
Senate on June 11. 1954 hy Senator oe I. Potter, Michigan, and 
reintroduced by him on January 16 ae 

The purpose of these bills is to permit t the manufacturer to reinsert 
n the selling agreement with his dealers the so-called antibootiegeing 
lause, which existed in the agreements for many vears. 

The eifect of the provision is to establish the franchised dealer as 
the authorized source of new automobiles and trucks: in other wo 
to define his position as a retail merchant whose function it is to sell 
it retail fo the consumer and then, during the life of the product, be 
vallable, qualified, and able to render continuing service to car and 
truck owners. 

A quenison arose vesterday as to the diftier ity of police ing the indu 
try in order to find out which franchised dealers constitute the source 

f supply for automobiles that are sold to an interme diary, rather than 
iow consumer. 

During the course of the past 2 years, NADA has collected literally 
iousands of serial numbers and other information that serves to 
identify the source of new cars that have appeared on the premises of 
nonfranchised dealers. 

Mr. Chairman and Senator Payne, I brought with me this morning 
1 po tion of our files. In these pipers that you see here are the serial 
un ibe rs, the complete identificatio n ot automobiles. hew automobiles 
that found their Way into the bootleg channels. This information w 
made available by NADA to the manufacturers, who indicated to 
that they were quite competent and quite qualified to collect similan 
nformation themselves, and they declined our offers of assistance 11 
this reoard., 

Senator ~— y. You mean they turned down the serial numbers 
ind the ease histories of these bootle@ cars that their partner in the 
akan iaabeda the dealers—had collected to sustain the ens 
that they were making that the bootleg e ars were flooding the market / 

Admiral Beni. In the case of two of the very large inanufacture) 
we were told that this was interesting, that they were shocked, that 
they deplored the practice, but that they had full ability to collec 
information and would not need it to be sent in from us 


+) 1 
rods >— pt. I S 
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So I repeat here that in our opinion the policing job is relatively 
simple. Il again offer the full facilities of NADA to any manufacturer 
wishing to use them. 

Senator Payne. Mr. Chairman—if I may right there—I would like 
to direct a couple of questions to Admiral Bell, because he knows how 
interested I am in ‘pw particular phase of the situation. 

I want to ask here in thi particular feld—and I agree with 
your genera] ee and also the statement Mr. Romney made 
vesterday, that wherever it is possible for these things to be accom 
ished without the need of ft Oo] slation that IS. to bi ine about a sound 
constructive policy that will work to the mutual benefit of all con 
cerned, it is most desirable. 

But here I am just wondering, in fairness to « verybody con ——— 
whethe rwe aren't in 2 field that possibly - have tO requ very 
definite legislation in order to make this sort of f policy that you rhava 
set forth here possible on the part of the manufacture rs themselves 

I am sure you are well aware of the fact that there is—and it was 
brought to my attention and refreshed my memory althoneh I had 


some vague recollection—a suit that is presently being brought by a 
1] “ay , . ‘ 
so-called bootleg dealer, or a fellow who is not a franchised dealer. 


at least. It is a sort of at 


the manufacturer and against practically all of the franchised dealers 
within a certain area, charging specific things. 

In one of them, in going down through the petition, is a particular 
complaint about the manufacturer collecting information with regard 
to registration, serial numbers, motor numbers and so forth, in order 
to trace down the spot where this car finally landed. 

It is upon that contention that the suit is based: that it is an inter 
ference with the free marketing concept, and restricts this man and 
prevents him from having a chance to buy a car from a franchised 
dealer, and then to turn around and sell it as a new car, when in effect 


hree-way suit against a newspaper. against 


he maintnins—I believe I am correct in the petition that the car 
never turned over a mile or anything else, and in effect was a brand 
new car. 

I am wondering what you have to say to that, because the position 
hat vou take in here and I am in complete agreement with you 
uit Tam just wondering if NADA may not be named in some of th 


\dmiral Bern. We have been already, sir 

Senator Payne. You have been already ? 

\dmiral Bett. Oh, yes. 

Senator Payne. I understand there is another one that is under way 
in the Detroit area now. I forget whether it is Chevrolet or some other 
one. It has either been instituted or is on the wavy to be instituted. 

Admiral Betz. If T mav take a moment to comment on that, it is, of 
course. a confused area. It isn’t as clear-cut or as clean-cut as it might 
be. As we all know. the so-called antibootlegging clause existed 1 
the franchise for manv dealers. It was taken out at the same time the 
clause assigning a definite area of sales responsibility was taken out, 
in 1948. 

Senator Monronry. Would you recite why—what had happened in 
Government? Was there legal action brought or was there a new 
report, official report, or anything of that kind that caused the manu- 
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facturers to modify their contracts or the enforcement of their con 
tracts with their franchised dealers ? 

Admiral Bretxi. To the best of my knowledge, Mr. Chairman, that 
‘ame about as the result of a statement made by the then Attorney 
General, Mr. McGrath. I don’t remember the occasion. but 

Senator Monronry. Was it a speech before the National Automo- 
bile Dealers Association in Atlantic City 4 

Admiral Benxi. I think it was in Atlantie City. I do know that in 
seeking to have Government, through the Department of Justice or 
through any other authorized body of the Government, establish a 
case, or give us legal precedent for the position they had continued to 
take, we haven't been successful. 

Senator Monroney. That is about the first time that a speech by a 
Democratic ofliceholder in a Democratic administration ever caused a 
‘hange of policy on the part of any of our industrial giants; is it not 4 

Admiral Bei. I don’t know; I wouldn’t be surprised. 

Yesterday Mr. Romney said it always existed in a shght degree, and 
[ think that is true. It was always an annual cleanup of old models, 
but to such a sheht degree it had not become the business it has become 
how. 

He made the point yesterday, and I agree with him, that the extent 
of bootlegging today is not exclusively because of either overproduc- 
tion or factory pressure. There are undoubtedly some dealers who 
have gone into this bootlegging thing as a profession, pe r = ctly willing 
to take a few dollars over their cost, perfectly willing to spend little 
if anything on servicing that car before it gets into the hands of the 
‘onsumer, perfectly willing to see a brand new and expe nsive auto- 
nobile either towed, or driven with the speedometer disconnected, for 
long distances, and then shined up and sold to some unsuspecting custo- 
meras anew car. 

In some cases I am sure that service is rendered, but that is always 
the chance. You used the expression yesterday “Let the buyer be- 
ware.” Th: oa is one of the things of which he must beware. 


Senator Payne. Yes; on the one hand I think that they would be 
on very tender legal ground in seeking to enforce the old antiboot- 
legging clause by applying penalties in the absence of some clear-cut 
dennition by t th Jastive Depa urtment or the passaye of th lan that 
we are trving x to i ive enacted. 

On the other hand, there does eXIST. ind we are almost talking 
tfullist ourselv¢ show, because We cl n't Li é thi proviston—but there 


does exist a provision tin the selling agreement which requires that the 
dealer will develop his sales area to the satisfaction of the manufac- 
turer or the seller. He will attain the proper decree of market pene 
ration. And in recent hear Ings before Senator ¢ Mahone , the ques 
tion was asked - a manufacturer if he at any time—because he had 
peen expressing ¢ c t leneth his abhore hee of boot le voine if hye ut any 

me had used a ae ision to take any action aGallst a dealer, who, 
is Mr. Romney said, is normally a le 
is getting 800 ‘cars a year. 

As I recall it, his response it is in the record—was “Yes,” . 
some heart-to-heart talks with some of those men and they had eut 

ywn on their supply. 


0O-car-a-year dealer, who uddenly 
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ri 


a followup on that. the chairman of that conimiuttee in 
to Core nh with those dealers and talk otl 


nave a 11 ttle trie iy CLISCUSS on here. 
and | have found tw to be SO in 


»recora, and ] i 
Senator Monroney. Isn't it a fact 
my spot checks—that rather than heart-to-heart talks, 1f vou cut down 
their supply, these dealers who are in the LOO-car area that are sell 
OO to SOO cars a vear now, are held up as the bright and shining 


by the zone and district sales man: gersas men W hoare doing 


} 41 . ! . 

everybody who is in that same franchised line of cars 
2 as } , Q- ‘ 

that that fellow is seiling those cars for *25 above 


Nh and all bootleggers that come to him with S825 in hand 


iis \ 
ume that the man in charge of these sales 


to ns 

: . s ; ; 
stone bi nad as to fall to know what Is GOING ON. 
t} 


ervbody else the State knows it. And at the same time, legi 


ite denlers are eryving for automobiles, asking for more and more 


rs. Yet the car Su} rly is channeled into these very bootleg areas by 


these so-called stimulators that the factory 1s setting up and PIVING all 
nds of publicity and everything else to. throughout their compet! 
ve aren 
Admiral Beni. And in some cases to follow that thought ot VOUS, 
Mir. Chairman—there have been dealers whose franchises have not 
been renewed because of inadequate penetration of the market, when 
} 


heen unable to have the factory fill their orders for auto 


hey have 
molhjles 
Senator \ NRONES Isn't that the Way the factory IS terally fore 


} . , . 
ne, in some Cases, a legitimate franchised denler. cle nied the Cars tO 


maintain the demanded leadership in that price-weight 
7 market to hold his franchise / 
tr. Of course heis. And it leads to all manner of things 


class, to get 


I 
like, and that no businessman would like. There seems 


that we don't 
to have been growing up here recently a concept that volume is supreme, 


that the more cars you sell under almost any conditions, the better 
If you talk against volume, vou are just an 


Dusmnessman you are. | 


wniti-free- enterpriser. You are not a good American. 

We maintain that volume is fine if there is equity and ethies in it. 
I used the expression hefore the other committee that it looks to me as 
the manufacturers have been condemning in publie 


though some of if 
sin that they have enjoved very much in private. They know what 


fyoing’ on. 
Senator Monroney. And their sales Managers or their zone man- 


agers presume to know more about the best future for the sales of 


ears than the men who have been in the business for 15 or 20 or 30 
vears, who have established investments averaging about S118,000. 

\dmiral Bett. Correct, sir. 

Senator Monroney. But many dealers have a half million dollars or 
dollars invested in salesrooms, in Main Street locations 
that is. 2 number of A erade locations, put in at the demand and 
insistence of these very same zone managers who then see that the 


a million 


“stimulator” on the perimeter of the metropolitan areas are getting the 


ars that are denied to the downtown dealer. 


Admiral Benn. That is correct, sir. 


a. ial 
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Senator Payne. You have got so many situations there definitely 
connected with this whole ] roblem that talking about them is almost 
an endless pre oposition. 

For instance, you have got the situation of this fellow: Buyer A 
woes 1h and he buys a Car from one of these so-called bootleg deale rs. 
[t is conceivable that very easily that fellow can, on the basis of the 
new car, by working out under the covers, so-and-so, deve lop the presen- 
cea of a warranty ora guaranty on the car for servicing during the 
warranty period, 

What hap pens is, where do the ‘Vv go for the service? They always go 
back during that warranty period to some author ized, franchised dealer 
who has the shop and equipment and the reputation for being able to 
maintain the car. 

What happens to that poor fellow? No. 1, he is in a position where 
he is trying to compete on an honest basis ri sell the car on an honest 
basis where he can render ade “juate service to the consumer, to his cus- 
tomer, regardless of who it may be. 

Ife has invested a lot of money in doing it. Now, he gets these fel 
lows coming in with cars that have been purchased from some other 
places, from the so-called bootleggers, and anybody who has been in 
the car business know very well that on the basis of what the factory 
sihenaade ing that warranty period for submission of a claim for serv 
ice rendered on defects that show up in the car, that he doesn’t get 
back at the widest stretch of imagination 50 cents of the dollar that 
he has to turn around and put into servicing of that car, making up for 
the defects that have shown up. 

So you have the poor fellow in a squeeze on that side of the 
preture, TOO, 

Admiral Benn. You see. sir, in that regard we don't think that the 
manufacturers can continue to carry water on both shoulders. ‘They 
he one hand, —— that a dealer put in this investment 


+ 


Cah t, 


on i 
that vou have bat referred to, Mr. Chairman, and vet, on the other 
hand. absolutely refuse to pe rmit him to be competitive. You cant 


have a man who is required to have a half sap dollar investment 
being competed with by fa ‘tory-sponsored or factory-permitted com 
petition oper: iting with no service facilities and without the invest 
ment requi cag ties their franchised dealers. 

7 hey ean have it one wi ly O r the other. They simply can't have it 
hoth aes 

Senator Monroney. Amplifying that a little bit, in order to be a 
franchised dealer for a popular-make car, the dealer first must qualify 
as to his capacity standing, that he is capable from a capital invest 
ment standpoint to continue to be a first-class franchised dealer in that 
aren. 

Is not that correct / 

Admiral Beni. That is correct, s 

Senator Monroney. Then he aa meet the requiren ents of a well 
stablished and presentable showroom, located in an area or town 
found to be satisfactory to the zone and the sales manager. 

Is that not correct ? 

\dmiral Benn. That’s correct. 
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Senator Monroney. Then he must agree to order the cars that the 


sales manager or the ZONE Manager feels that he should be selling ilk 


Admiral Bretn. Yes, sir. 
senator VIONRONEY. Sometimes, whether he orders them o1 hot, he 


that area asa general pol cy ¢ 


gets them. 

Admiral B. Q alas 

AdGMIral DELL. SO we are told. 

= , ¥ XT s ' ¥ ‘ »? ‘ 

Psenatol VIONRONEY, Particu ariv at the close of the season whet 

IS the harcest to sett. Pheyv are rather scarce as the new model comes 
On, but sooner oO} late I" he will wet, eenerally sneak ne, the Cars ANG 
sometimes nm farger Quantitie is thre <les become more caiflien!) 





Senator Monroney. Then he is required to ave a service stato 


service facilities. capable of handling all of the reeistered cars at 
the normal rate of service requirements, heuring on an average, that 
il h trea, vh \ them or whethel ( idn ejl } 

Is that not right ¢ 

Admiral bE! ) S ge k the language there is along the 
lines that he must have servi facilities that appear suitub! i> 1 
manutacturer. [It is very vacue. There is nothi ne detinite ther 

Senator Monronry. But he has to have an adequate supply of 
parts, i 

Admiral Brnu. He mus 

Senator Monroney. | understand it has even reached the point 
where vou have air conditioning, and you have two units on the right 
and the Jeft-hand side of the car. that the air-conditioning wnits are 
Q ie ft A ( rtai Vi of waco O! part t 
left-hand compressor & da meht-hand e¢ MN pPLressor, Which in service 
operation requires him to mnerease literally by many percent the stock 
of par ; that he has to have for all of the new th us that are Nne 
onto ( i! Oca compe tive me le] 

that ho ‘ect 4 I am Ot} } ine Vou dow! 

Adn ral 5 Li. You certalni have done your hon ework well. | 
told you you were the best-informed man around here. I don’t know 

it to be the cas ldontd tit foran it 

Senator Monro» . I have gotten it from deale: Cat hey ive 
right- and left-hand parts tor compressers in the real of 1 hecar. bh 
other words. the parts stock and the parts inventorv have gone up and 


: ; . ' 
up and up as more oadore ts and @immicks have been hung onto the new 


models of cars. 


So he must meet those factorv qualifications as to service. is that 
not correct ¢ 
) 
Admiral Bein. Yes, siz 
\ rt! . . : ] t 
Senator Monronry. He niust send his servicemen to a school at 


regular intervals so t ley he know how to service. He must accept 
from the manufacturer, usually, the tools with each new model that 
the factory deems necessary for the proper servicing of the cars, and 
this runs into considerable amounts of added funds. Although he 
may have adequate tooling in his plant, he still must meet the factory 
require ments, and m: ny dealers tell me if the y re fuse to accept these 
tools, then they are put on the carpet in one of these hotel-room sessions 
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with the zone manager and brainwashed as to why thev are not more 
cooperative. 


Admiral Bretx. You know, isn’t it 
are all, as a general rule, with rare 
exceptions, I haven’t heard of them—that those are oral things, and 
then as a result of that, a member goes back from that factory rep 


resentative to his factory, but the gist of that conversation is never 
ut 1 writing to the best of my knowledge. 


—< 


interesting, Senator, that those 
exceptions—and if there are 


[lere are some quotes from actual sales agreements 

Dealers shall establish and maintain to factory 
working capital and net worth. 

Dealers shall maintain an adequate supply 


standards satisfactory cash, 
he 


ply of parts and accessories, as de 
termined by the factory. 

Dealers shall maintain stock adequate in factory’s opinion for display demon 
stration and retail sale— 


! 4 ee .eua9 
net SO ONL 1t Woes, Vou 


Senator Monronrey. 
hink this 1s a rather 


LEAP 


Read a few more, if you have them there. I 
Hnportant point to show us what captives inde 
ident dealers have become under the present scheme of operation 
y satellite dictators, zones or sales areas 

Admiral Breuu 


P 
(reading) : 
Dealer shall install and 
Dealer shall not publish 
takes exception as to copy , or location W 
Dealer shall not use ¢ 


idvertising to which factory 
nental to its good name or it 


ts good will. 
Senator Monronry. Have you heard an V objections to these $1,000 
advertisements on 1956 model cars, or the advertisement that was 
SPs layed here yesterday by one of the Washingto 
ismobiles at actual cost and then in fine print 


Senator Payne. Plus the average selling cost oO} 
last year 


Admiral Beitu. I haven’t heard any objection coming from Detroit 
at means volume, at any cost. 

Senator Monronry. Were there any further requirements? I ran 
into one interesting one from an old roommate of mi 
er: il Motors 3 agel ICV, for whi h he had been buying 

Ul the new models. 

ile finally got pretty sore when 
body tools for body 


? 


repair I 


use only factory’s flat-rate systen 
, broadcast or post any 


, content, medium, time 


of labor charges 
advertising to which factory 
vithin the medium 

may object as being detri 


ia 
il 


dealers offering 
Ol 


some thing during 


ne who has a Gen 


7 
all the new tools 
fo 


he was told he had to buy 
repair. This is in a small town, 
‘un by the average small-town agency 
a city plant 


all the 
ane any body 
Is usu: ally taken over to 
and the bo dy repair done there, ‘because it is spec ialized 
operation which specia lists have developed techniques and 1 equipme nt 
to handle. 


But the zone manager Insists that to be a good dealer, 
have inasmal!-t 


you have to 
town plant all of the facilities for body repair, straight 


smashed doors, and things, that would be found in a 
me tropoh tan city which specializes ir i: that work. 


Admiral Beni. If the men in Detroit want to destrov this « ‘urrently 


and long-estab lished method and system of distributing auton iobiles 
they are doing a darned 


that is what they want, 


eninge fenders. 


good job of starting to do it right now. If 


and if that is what the area wants, more 
especially if that is the way the public wants it, it is going to come 
around regardless of Detroit. regardless of us. 
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We think It tas very serious ind very Vreat lnplications to the 


ator Monroney. These dealers are the very men who have taken 
tla prod ict from the Model 7] day when livery stables were the serv 
ce stations and the sales agency, to the time, today, when it isthe No. 1 
Industry ol the country. 


1 8 ? 
it has moved more | ler} }! Pci products Into more people's hands 


il Miva | la have })OS> bly (reamed ot 1h) the early days ot the 
motor il 

Admiral Bren. That is abs cely correct, Sir. 

Ne) itor Monronry. Yet these men who have done this Job the 


other lialf of the a itomobrle nadustry, the dealers that sell them are 


ow presumed to not know anything about the business of selling cars 

rial m ist be treated as though they were d Ol children oft a rather 

patient stepmother. 

~ Admiral Beri. And the implication—not merely the implication, 

but many statements—seem to be to the effect that if they are mak 

ney money, they ought to shut up, he qu | ana be happy about it. 
We Chil ‘ there is a ood deal more to the \merican economy. We 


I WK aking money 1s a pretty good idea and you are hot vole to 
be in business very long unless you do, but this association is extremely 
terested in how that money Is made, 
Senator Monroney. Do | understand—and I have heard this from 
a number of clealers that they must conform in every detail to that 


I } 


bookkeeping system, which must be uniform within that general line 
to have: that in some of them, the 
wher, anager, or operator of the business cannot charge any salary ; 
hat he is supposed to make whatever his weekly or monthly wages 


ould be as the mat iver of the business strictly out of the net profits at 


\dimiral Beuw. TL would rather have that question asked later, if 


Vou would De kK na e} ough, Sil’. ot the dealers themselves, beenuse | 


Senator Monroney. I understand from talking to dealers on some 
contracts, the dealer's time is not considered to be worth any 

he Phe return on his pital 1 the sole compensation that he wets 
es money for that Ve ar. 

It he does! " hiappel tO maKke money for that Vear, his services 
werent compe nsable, 

Furthermore, there is no allowance for rent, if you happen to own 
he building vourself, 

Admiral Bren Thave heard that NMANV OCECHRSIONS, 

Senator MONRONEY If you rent the building, thatisa proper charge 
inder the uniform accounting procedure, but if you own it, you can 


i] y "PASE ible rent to he charged agaimst your cost of opera 


Senator Payne. Ca it you ‘harge depreciation ¢ 

Senator Monronry. You probably Cah, but it would seem to me 
it the si pervision Cleat down to the Way they fioure the dealer’s 
rolits in this uniform accounting system is always slanted to assist 


1 


factory, and not to give the dealer the normal bookkeeping rights 
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that the Internal Revenue Department, which is not too liberal, grants 
to any businessman. 


W hen vou hnd more severe conditions bDemMe written mn by vou 


DOUSINESS partner the manufacturer with the deale) that th In 
It rhiel Revenue Department \\ 1] allow, | {| nix Ve ul alrive at the port 
vhere the admiral is properly complaining in behalf of hi £() KM 
dealers 

Admiral Bern. You wanted a few more quotes fron: actual fran 
hises. Do vou still Want a couple more. now / 
Senator MONroNEY. Yes. sir: it 


Admiral Benn (vending) : 


l 


Isa good point to get in the record 


Dealer hereby releases and discharges seller from any and all liability fon 
ny and all damages and losses arising from the failure of seller to fill any orders 


aced hereunder 
[In other words, the dealer is held to the orders thiset he orders, but 
he manufacturer relenses himself from any responsibility 101 filling 


Orders. 


Dealer Will maintain a place of business, including 
irts and accessories, facilities and used-car facilities satisfactory to seller and 
ll maintain the business hours customary in the trade 

Dealer will permit seller to inspect such place of 
mes and business hours 


lesrooms, service station, 


sal 


business at all reasonable 


So it goes, sir, and so it goes, | Continues reading : | 


Dealer shall maintain stocks sufficient in the fa 


tory’s opinion to meet cus 
omers’ requirements. 


They know better what those customers’ 
ttle area than he does. He only lives there. 
Senator Monroney. He has only been selling cars for 80 years. Ile 
ouldn't ay expected to know. 


Admiral Bein. That is right. | Continues reading: 


requirements are in his 


Dealer shall allow factory representatives to inspect his accounts and records 


limeht say there ts net much reciprocity on that. 
Senator Payne. Generally speaking, ism’t it true that the factory 
establishes a quota, a figure that a dealer of certain size is more or 


ess—-maybe not required down to the nth degree—but rather they in 


if 

sist that he fill parts and accessories orders up to at least a certain 

quota that has been established by the factory and branch 4 

Admiral Bia L. Of course rn SIP. And, senator, we recognize that pro 

ecting your production schedule Isa a fliculi and complicated thing. 
. l : ; g ‘ ; 

[ was impressed again by one of the eight points made by Mr. Romney 
I = ae , . . 

that he Intends to bring represehtative eter ted dealers these expel 


enced retailers that Senator Monroney Wy t referred to- htosit down 
iid help the management of American Motors plan their productio 
chedule. 


‘| hat seems it sensible thing 


Senator Payne. Which should be FOL he Ipiul ior th, 

Admiral Bete. Of course. 

Senator MoNroney. In other words, no one yout self, | 
tine Nate nil Automobile Denlers Assor ration, of Mr. R yyiil 2 
testimony is wdvocating the invasion by the dealer of those rights 
which are properly the manufacturers’. 


Admiral Beit. But of course not. 
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Senator Monronety. Such as designing, fabricating, producing the 
car, even tho | thes proauce a iemoh every now ana then. You 
vet lemons } every model, hy the dealer has ho more to Say about 
that. and ho ildn't have, th i] reddit Othmann here, Who has con 


aucted a campaign for years to put runningboards back on cars 


Che dealer has. more te \I ()t} , \ } it matter 
= ici} tC. pr h ps 
\dmiral Brew i (Ca wouldn't, and certainly the dealer a 
ition should not iha if { hahnagenne propo tion 
ae itor \ N } Bu t| ir lel s © pore aSSe his OW?) 
l ( pDIne lve ( { i\ 3 Ae | ot] ) ‘1 \ di e¢ Liam ¢ er 
cur! I the hand, every nove that fhe makes, cl | telling him just 
exactly what he must do, and nagging him consistently through the 
eve inal th of a zone « AS S] nao 
Admiral Beux. In other words lealer maintains that big brother 
doe n't alw iVs know hye ~ 
senatwto} Mi NRONEY. Moths "1 aw does *t aly avs knoy hest he 
PAUSE DIE brothers Cie n't exert the ntinence =NmMetimas that mothers- 
law can 
senator PAYNE. Before we leave this section of bootlegeing, let mie 


ask this: Let us work on an assumption that we had hoped to be true, 
that the inanufacturers do want to see this tvpe of a practice tamped 


all fairness, do we believe that the manufacturers, in view of 


i 


these situations and so forth that are starting to come into promin 711ce 
her let us ag@ain assume that the courts find in behalf of the peti- 
tioner that he has a valid claim, and these manufacturers and all who. 
jon in here are assessed aybe a million doll irs or a million and a 
half dellars on these suits isn’t that going to place the manufacturers 


in a position of “Our hands are tied now. Here we are faced with a 
situation.” That is the reason I ask the question as to whether or not 
loesn’t point up the fact that this is definitely in the field of legisla- 
tion, that the Congress itself must put somehing upon t| ks, in 


} 


order to give the necessary protection in order that the industry as such 


1 
1@ DOO 


can be able to move in an orderly fashion. 

Admiral Beit. We agree, sir. If I were a manufacturer, I would 
be extremely reluctant, and I think that our legal counsel would be 
extremely reluctant to permit us to take any punitive action in the 
absence of a clearly defined law. 

Senator Payne. So actually, if the thing continues, you have a 
difficult proposition—in the absence of any legislation—to stop it, in 
view of what is happening right now. 

Admiral Bret. We think so, sir. I might add that we were disap- 
pointed that when the antibootlegging bills were introduced and the 
hearings were held on those bills, none of the manufacturers showed 
enough interest to come in and testify in support of that proposed 
legislation. 

Senator Payne. We are going to have some of the other manufac- 
turers here, Mr. Chairman ? 

Senator Monronrey. Indeed we are. 

Senator Payne. I would have directed a question to Mr. Romney 
vesterday on this very point. But in view of the fact that we are going 
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to have other manufacturers here, it will be proper to ask at that time 
for their views on le@islation. 

Senator Monronry. I think this is a very interesting point, but it 
eems strange to me—and the strongest advocate of the 20th century 
for the eniorcement of the Antitrust Act a been one of the most 
vocal erities of bootlegginge—Senator O’Mahoney of Wvyomine. I] 

ink Senator O’Mahoney and I consider strange the great pyramiding 

f industrial power which the Antitrust Act was designed to effectively 
prevent the creation of monopoly that we see instead the act used 
unish the very small elements of free-enterprise business the Anti- 
trust Act was designed in the first place to protect. We have run the 
oO! pe te evele. 


Y 
oO Y 


the | ttle nutomobile dealers and their own independent associa- 
( { T a Dec me the Victim ot antitrust leaisiat On, while - Pont 
others are found to be exempt from it or not guilty of antitrust 


olations—and I am not assuming that they are—-we find 1 hen the 

nplete reversal of the objectives of the act. _ 

| think the obiective was To protect the rabbit from the hunter 

But now we find the act used to protect the hunter from the rabbit. 

Admiral Beni. I will sav for the record, sir. that we are not taking 

» position that anything that is big is automatically bad. Weare not 
ng opposed to bioness : as such, because there can be a little Hitler, as 
ellas a big one. 

Senator Monroney. I think you would advocate, to clarify that a 

le bit, a little better competitive situation. 

\dmiral Bein. Most definitely, 

Senator Monronry. In the mauiacturing of cars, it would not be 
oo bad to see. as Mr. Romney advocated, five cars in a competitive 

osition, and your dealers would like to meet that competition. 

Admiral Beti. Of course they would. 

Senator Monronry. They are not asking to be the exclusive fran- 
hised dealers of an exclusive | automobile manufacturing complex. 

(dmiral Bern. They are asking for the right to compete. This sort 
f thing we are saline about actually restricts competition, or it 
hanges it into a very distorted version of competition. 

Senator Monronery. But if the manufacturer can supervise the deal- 
er during his every waking moment on the one side, but can do nothing 
to shut off the illegitimate chain of distribution which violates his own 
franchise system W hich he is so careful to preserve with all these details 
uuilined here, thea we are reaching a rather strange interpretation 
if what a manufacturer can properly do. 

\dmiral Bett. We will mn uply have to have a law, or else grant that 
ve are going to have a changed method of distribution. 

Senator MONRONEY. a “it not been a fact that the Federal Trade 
Commission. reporting on many of these self-same abuses in 1938, 

he governmental agency, has seen their repori gather dust, and 
here has been no limits ation of it since the end of World War II since 
these same practices, magnified, have crept into the industry ? 

Admiral Betx. Yes. It is not only a fact, but = [ recall correctly— 
am I correct in that—that the FTC appeared in opposition to our 
anti-bootlegging bill? 

Mr. Kirks. That is correct. 
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Senator Monronry. You had a very interesting report from the 


Justice Department—I will read it into the record at a later date. 
But it is very interesting to find the Justice Department saying maybe 
f this system of bootlegging is growing up, and we are coming to a 
super-market or hootle LTO TNO operation, miavbe that is What we ought 


to have in this country, since that seems to be what the public wiulits. 

Certan ly. then, that would mean that if we see these oiant pyra 
midings of industrial power gomg on and the dividends mncreasing, 
by that same line of logic, maybe that is what the public wants to get 
bigger and bigger and more monopoly. 

I don’t think the Congress can stand idly by and not give attention 
to situations that are CrOWING, and to a cancerous condition In any 
industry as important to our economy as ie automobile industry is. 

Admiral Beni. Counsel reminds me, Mr. Chairman. that that is all 
the more peculiar in view of the fact that we went to the Attorney 
General and requested the Department of Justice to either issue a 
railroad release so that this th nem the formal passage » of time could 
be tested, or to bring about a test case In civil action, not in criminal 
action, and they declined to do that. 

, sir? 

Senator Monronry. Yes, please. I am sorry for this interruption. 
But it reaches very important points in this discussion. I think it 
will probably amplify our discussion, and it increases the attention 
to these many things that you have dealt with here that are of such 





Importance. 

Admiral Beit. Mr. Chairman, you used the expression vesterday 
“Let the buyer beware.” I think the expression is partic ularly apt 
with regard to alleged new automobiles that are bought from nonau 
thorized dealer sources. The modern automobile is a complicated 
mechanism. One of the most important functions rendered by fran 
chised dealers is making safety checks of the car and carrying out a 
lengthy procedure of preparing the car for sale to potential customers. 

Furthermore, the car that is shown by a franchised dealer has been 
neither driven nor towed with the speedome ter disconnected over dis- 
tances that may be great. This protection so afforded by the franchised 
dealer is part of the service that he alone is qualified to render because 
of the tools, equipment, and personnel that go to make up any new-car 
dealer’s establishment. 

The NA ] VA, speaking for those same denlers who responded athrima 
tively to your questionnaire, again urges the enactment of anti-boot 
legging legislation. 


Assioned areas of sales and service responsibility - H. R. 6544 was 
Introduced o1 Marvy 9, 1955, by Congressman Thomas Steed, Okla 
homa. 

This bill is designed to make lf lawful for a manufacturer to rein- 
state another provision in the selling agreement which existed for 
many, many years, and which T might say parenthetically, was re 
moved at the same time and for the same causes as the anti- bootlenwing 
provision; a provision that sets up a prescribed geographical area of 
sales responsibility for the franchised dealer. 

In an address to tl ie N ADA convention in April of 8, Mr. Alfred 


P. Sloan said /reading! 
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But no matter how intelligently and scientificaily we may determine the size 
nd characteristics of this particular part of our model, manifestly it can be of 
tle avail, so far as contributing to our objective of a proper balance, if we d 
ot maintain its integrity 

Therefore, any group of dealers within any area must operate under a plat 
that. in a reasonable way and without prejudicing the position of the custome! 





~ to where he should trade, or when, or how, serves to confine the trading 
thin the area—-protected territory, in other words. That becomes an essential 
ste] 

j to the interest of both the customer and the dealer It ennbles the deale 
» serve the consumer better. It makes possible the quality dealer it insure 
bility Kurther, it is equitable from the standpoint of a dealers becau 

( verhead within our large metropolitan areas is greater than th 
itler communities 
} ; | { ] : 
\ ADA acrees with the statement made by Ma. Sloan and nt Chi 
See eo 
wtiment of this legislation 
iles agreement: Of far greater significance than most of the wm 
ippyv merchandising practices that have been discussed fo the pas 
vi. 
} , 7 } ] ‘ , 
day the ethical business and PpHUOsSOpPhical reratio? » Det wee 
mionufacturer and his dealers, 
| , ret Loa} i | . Ee” Oey i 72. ' 
| an address which he made in the spring of 1940, Mr. Alfred P 
Sloan is quoted as having said | reading | 
But entirely aside from its legal implications, the contract is important in 
hological sense If it contains unfair conditions or if it does not properly 
‘ © eg ( of bet] ] Cs li 1 l hi li) Il ( 
I | | ell ! e rel { tween thre 7 f ‘ ! 
j worl f | both les Ihe ! t be contider bat il 
itionship can oceu o long s each is rving the requireme - I 
onstructively No contract can sul t thout this prime essentia 
 *% 1 @o istep furthe) lf vood fs) hy Loe ePNXIST mat ivf Peal ( 
party ie rotected, the adaitio | vord noe of ie | ht { 
‘ wragreemenc 181 lly not too important 
{ PNY i¢ | io elleve That Chit 1 erin Lot ? ] rere 
ent thas received) anv radieal changes in recent ven Yet vou re 
} 
ri Vir { hive tha more tha ty) (reneral Moto ley 
hat leo t1\ ’ On ce rv. but at the seme i ve 
tO hear wnv mapor crus not Tactorv-ad tler rela t PXISTec 
{ } wna imohyY | ay eral Motors ¢ Ory mide? he | Cte} | po 
\T 
‘i 1 ¢ } 
twill voevel ethic nna uv that f ( I | "¢ iit du } 
! 
( thisility \ i| reruyel for ¢ Cc} aT yay’? wa beee rire) l «| | t! 
\t puiy Wk them perso e | quit ) ‘ } ) | 
‘ vou] | | One f aw } } E> 1 } fa 
} rep) entatives in the Conere ‘Let us work t ext problen il 
lendel Detre Menrpo ind South Bend. mia ton 
ind the couneil table petweelh Tactory miahagwementl ana that | 
\ ( e]er ted dente LTrOUps ? 
' » | 
fiowever, let me rend vow one of the ecurret provisio nthe 
; | » 
Creement between a mayor Mmaniwractturer and Nis dea le Ren e 
‘ ropel develop t i tint tio iif t \ 
‘ ! 1 ren ct 1He¢ hn paragt ) 
7 } 1 ! ! 1 
Phat, Mr. Chairman the blanl eck which must be signed befor 
: 1) PCO 1 «ie iler in tl) | I't eulay Lpihine ft ite Pile 
» 8 } l é ) : 
“4 Hey me sat faction \\ ich Inewuns the if fi on of ne mia | 
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as meaning. among other things. that the dealer must exceed what is 
! as any mal i] any busin¢ ss if he would like to operate unde! 


lL ask anv schoolteacher how he or she would feel about facing dis- 
missal if all of his or her pupils did not exceed the national average 11 


utTAInMme iu o the course ¢ f aschool year. 
i } ; ve , . 

ANU toa 1 it the deposits of your bank Go not Five you top 
ye Ol Mmunity, should you and your depositors and stock- 
node » marily terminaced. 

, ; I] « ‘ near la VerVroeny tc he t ‘ re rrean ] y 

i well as othnel Lies ag emel that are currently 
oO} f Lilt ynobile industry, there are gene ralities, indefinite 
Tey 

I 


We reg su pu nterest, and important to the smooth 


ic ot bution, that the bills having to do with bootlegging, 
phantom freight, and territory ailocation be enacted. 
e ’ 
\\ De é ( nequitable relationship pet weel 
i i 
] ( dustry be i LOV OF fort rwWItl 
j } v7 ( the members of 
? ( | ( it) } ( »} reitt the con nued 
} ( } Oni! ( ( ruiptl Or OUT eCO pyrade VSL i 
Will Dave uv IsSting ali hnhealithy effects o} Lmericas Tuture. 
\ Losi I t ! os, the automopi!e Geaier does not seek 
fle does not seek a protective wall nor a guaran 
| : 
teed al | ‘ i . othing that would prevent him tron 
| oj rone, healthy na vigorous competition as part of the 
z ‘ ‘ 11 
y ) 1} j | » IN oO! DuacKvoDOone 
] | ] , > inductrial hies ‘ ] 
Lets ul a hait to this dow lil plunge O+ Industrial ethics and 
ae : . : a ere 
] IT > ry ippiued DV vou and Vour tellow leoisla 
4 y } ‘ Sas y\ -. ? ¥ i ’ 
LOrs, (hey cal ve applied vy itve men mn Vetroit and Vearborn and 
11, 7 , : | ss } + ] ae 
south b . One of those five has spoken, and what he said makes 
a le f sense to me. IL hope that we may hear trom the remaining 
+ ie } ( Jey y fiver ? ol] \ me} wey ‘ , kK? n ed1- 
it r. Wl ( iv. SOT I Ou and a America Cah Know lmnmedli 
ately i co Vel ( eC] he > Wilt De Gone Lh Detroit, where 
} E ween e ! RET a ede ok ceil 
one. ¢ ( r it will have to be done in Washington. 
miv o c certain, Mr. Chairman, the job must be done, 
and do 
my l ] ° an 1 . 
re] t \ ymN VEY. ina VOU Very much, \dmiral Bell. fora very 
1 » ° } y } ™ 
©) liohts bine stat HNaAnibixe l nary or this problem. We KnNOW- 
na 4 w I } or the other members of this subcommittee 
] ’ } | wil : ; . { wae . ¥ . 
the time and elle vou nave put into this statement, and your eiforts 
to help corre CTOWINE incerous condition in the industry, with 


which you are intimately associated, are appreciated. 
{ ! 


As I hear your complete statement, I thi 
‘n enunciat " and coll 


k it fits in with the pat- 
iwue, Senator Payne, where 


t . 
you in your closing statement advocate a golden rule as perhaps be- 


ine more effective than dozens of pieces of legislation, if it could be 


~) 


; ittee members, on page 17 you de- 
tail the dealers in their contractual relationships must exceed what 
is known as the national average. In other words, every dealer for 
the more popular franchised brands or makes of cars must always be 





AUTOMOBILE MARKETING PRACTICES 113 


It is a pli ivsical impossibility for more than one to be first. Yi 
mach the in Seas 0 of any dealer fulfilling that. Even if he 
irst in his price class m his area, the other franchised dealer must be 
second. It the same ae otf contract applies, the factory will not be 
satishied that dealer B is second. Then you are in Impossible sit 
ition. If dealer B becomes first, then dealer A is in hot water with 

the factory. 


dmiral BELL. It makes us wonaer what is the meaning ol 


verage ¢ 
Senator Monnonry. Senator Payne? 
enator Payne. I have ho questions, Mr. Chatrmay \dmiral Bell 
1} his custe Marvy Mmanher presented avery ciear bit of testimony 
er I think he has added materially to the work that this subeom 
itcee Is endeavorme iO Carry out in the interests of e' rvbody CO 
rhned th th ao} it industry . . 
[ just want to mpliment the admiral for what has alway 
my opi the many contacts I have had with him—settine 


things Ve ry ele rly without Hullin yr anv nunches and Settings 
down in such a way that anybody ean understand exactly what 
- organization you represent—which is a big one over this Nation 
v definitely for. 
\ aioe Beit. ‘Thank you very much, sir. 
Senator Monnronry. Thank you very much, Senator Payne 


OQ ary 
ET) 


nator TroermMonp, Admiral Bell, I think you have presented 


very able, els i and concise statement here. I want to congratulate 
the automobile dealers of the Nation on having such a capable and 
ent si ayo here in Washmeton in their behalf. 


Li 

[ also want to say you are very fortunate in having such an able 
el—Colonel Kirks as I known him; I think you know him a 

Dr. Kirks. Ithink he isa very fine gentleman. Ihave had the pleas 
serving with hin in the Army Reserve, and I am very proud of 


+ ti 


friend hip. I want to congratulate him, too, for the fine wor! 

Admiral Benu. On behalf of the colonel, sir. I thank the general. 
On? \ behalf, I most whol heartedly thank the Senator. 

Senator Monronery. You mean the Navy is getting along with the 
\rmy at this point 4 

Admiral Beni. Weare well integrated, 

Senator Monronry. Admiral Bell, ae aie agree with the testi 
iat we heard yesterday from Mr. Romney, that factory pri 
eand favoritism contributes ereatly to bootlegging ? 

\dmiral Beni. Yes, sir. 

Senator Monroney. Do you feel that, without that factory pressur 
and favoritism in the distribution of cars, bootlegging would fade 
out toa certain decree ? 

Admiral Bri LL. Yes, sir 

Senator oa y. Also the hole in the freight rate structure, the 

w valley in the freight charges around the Detroit area—also by 
factory oie y—adds to and increases bootlegging, does it not ? 

Admiral Bretx. It certainly does, sir. 

Senator Mownnoney. Do you think the rise of unsound installment 
credit has been occasioned by this silly drive to always be first in the 
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kKord and Chevrolet / Did the ex 


‘ \' t 


IC} 


~ 


tension of the terms 








to practically nothing down and 3 vears to pay—and, as we heard Mr. 
Boman iv. 48 months—come about, do vou fell, as a part of this 
( } } i to alWw ys DI) he homie th Ditle 1 bbon every mouth, 
. ne or the other being thead between the two leaders in their com 
bo e race 4 
ral Beus I tl i el Cal be no doubt of me i 


‘ tor MONRONFY snot been beneficial to the dealers, has 

Ad ral Ben It hasnt been heial to the ount) 

Senator Monroney. And threatens to cau 1 Very serious slow 
iown atl Ome POM Nn the cor nued gene | high leve i of automobile 
Produ 0) ! \\ || ( ito C] pie ill@ | will { not, ind displace 

tf people because of an abnormelly large sales volume one vear, 
vi | ive to be pal for 1 lower sales the next vear as these 
ila; i ( ) iii ') vif t 1] Ps te along with then 
j ( 8) ( r 

Admiral Benn. IT believe Mr. Roniney indicated vesterday that in 

ll } ! re Fou to ’ f = ): ’ oretty soon Tor oul 

sO] ist i | t ree W Lith) 

Senator Monronry. In that 1 of installment credit—that over 

moot iti} nf cred I should say has that cost the factories 
! ne! Has t I ee] I OT their money t ha rone into this 
ladive id credit teri hev strive for supremacy 

\ ival Br | < you r| iv that this gamble bas been « 

ed th 1 ) rd \" mone particularl where tne dealer 

to accept t paper L rece } el e repossession penal 

e bacl lithe factor ed of it. It is his money 

~ wv Monroney. So t lealer buvs the ea from the factory 
| Mrsaqirt stl i} Or 

\ il [3 ( . ) thie reall j 

Senator Monro I! < for th fo vets them delivered, 

( 

Lad DELI liat I “iT 

~ r Vio ONFY 1 | rr) \ ealers tirat t © it draft 

! I 

Senator Pay { tha eed ha etl Ll within the last 

veo! | { ‘ l i suall eV ar paid bineaiately 

? r) \ Vel 

—_ tor M INEY Pher ore, the Tact \ ~ ar tl OmeNnt Thre 

ier } \ i 3) the deatel name i on the back of most 

i i tor thy yea or + vears, Or whatey leneth of time 
t t 1} } t 

senate P I t{ il onthe | wk of all ff C papel 

A lim | BEI He ( s The exact quote roth one fre el seLT of ft] 

rT] ( hi not & oO name him I ere Is ho point In Naming 

il Pri 
I) | f mniel re vehi nad 
~ t t t i t at { i 
f ve deter d by selle 

seme f hich it has paid. ineu 

h yr vehicles « hassis on the following ns 
I Pill « wWiing ed pavable with rllect 





AUTOMOBILE MARKETING PRA( 


PICES ils 
tor ra. Mhe Saul 4-4 | : 

Senato}l MONRONEY. hat sight draft attached ‘omes out of Detroit 

es it not, and usually by airmail, I presume ? 

penator PAYNE. It usnaliv comes out of the branch. i niless aoa 

has been changed, it comes out of the branch from which the car ha 


nshipped. 


, \ Dn ‘ j ’ ' 
Senator Monron1 yr. | under tand from talkine to some dealers tt 

|) bane 1 

Hy beats the car in. ti is the polie IM wanNV cases that vou pas 


rhe cal long be fore you see the ( ‘olor or the model or Vv hat 


you are 
or : 
T) +} | } } i , . 
boes le dearer KNOW Wirat he is going to vet Trom the factory until 
fruck arrives with them abr adi 4 


‘ } ] . > 
.dmiral BELL. If vou would like to vet a definite answer at the 
ment, may TI get some counsel from a dealer in the room / 


senator Monron} a Yes, Sir. i will be rlad to have him 


Mr. Coorrer. I am Waltei Cooper, chairman of the national 
mmittee of NADA. 


Senator Monroney. You are an active 


“automobile ( 
Vir. Coort rR. ] 


le; 
am a General Motors dealer, Mr. ¢ ha 


hairman. In 
neral Motors cases, Senator Payne I am sure is right. that our i: 


ce comes from the brane h where the car is assembled. 
tis Kansas City. 
lhe shipment of the automobiles takes approximately the time of 
invoice, and in all General Motors dealers I — now the payment 


ade by nies A¢) On authority that we have rivel them to sign our 


In my case 


mes to a note before we even see the automobiles 
Sena Mo NRONEY. And your interest starts running from the date 
il es 


Mr. Coorer. That is right. My Chrysler dealer tell . 


Leis Me Wh My com 
Cy that he = nas th ec heck hy SOM tine Sa high as a week 


before the cars wee ePVel ee it ES a little differei ft 
Senator Monroney. I orig 1 Florida that Chrvsler has a abit 


| 
acl Lakes area. I 
ake several weeks to arrive by water and a long time before 
rs arrive, the cars are paid for or the interest In running on that 
per on the ear. 


ipping their cars by barge oe the Gre hese 
} 
i 


Mr. Coorer. IT might comment, if you will permit. on the other 


nect] 


iestion as to the dealer's responsibility on this paper after the 1 
sold. ee ee have anv 1 pons 1! 

rn 9 : iets . . 
my knowledge. Phat alw: avs the dealer S respon ibilit V. Ol on 


rticular finance company that he WAY have arrangements mad 
th. 


es akin 
Senator Monroney. So you would say as an active dealer that 


1 ; ry 
st IIment drive to le snothen the terms has heen a part of this fanta 
] P — 
t1\ Pace » be first 1astead of second ¢ 


Mr. Coorenr. That's rieht. 

Senator Monroney. And not with relationship to an adequat un 
of cars for the market, but always to brine home that bh ra bh 

ery month—that vou registered more cars than did 
mpetitor. 

Mr. Coorrer. That’s right. 

Senator Monronry. Would you say. Admiral Bell—and perhay 
eonld help vou some on that—that th wild advertising th ut has 
wn up—although the factories under their contracts have a right 

i ne pt. I 
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T veto or to upery ( ims aavertising— ius been caused by the very 
bd ) i . 


uation that the factories themselves have helped to create ¢ 
Admiral Bein. | would say most definitely. Of course I would 
like \I *, Cooper to add ai vthnn 


1 might point out and present here for the record, with your per 


mission, Mr. Chairman, a little booklet that just arrived on my desk 
this morning. Wi have bee hi working With the Association ot Better 
Business Bureaus for several months following action taken by our 
executive committee of NADA in September. and a telegram sent 

y Mr. Yarnall, our president, to the chief executives of each of the 
manufacturers. 

This is a little pamphlet entitled, “Recommended Standards of 
Practice for Advertising and Selling Automobiles Proposed by a 
Joint Committee Representing the Association of Better Business 
Bureaus and the National Automobile Dealers Association.” 

The great majority of franchised dealers abominate the practices 
to which you referred yesterday. They think they are a fraud on 
the public. We are trying to take some definitive action as best we 
can. 

Senator Monroney. but you hi ive no power to do that, and the fran- 
chises that you sion with the f actories do Vive them some power if 
they would choose to use it to discours age officially these wilder and 
wilder and wilder claims of phonier and phonier and phonier savings. 

Admiral] 131 rz: 3 don't see how they Can Fo much turther in some of 
hose sere whall things. 

Senator Monronry. They have gone just about as far as they can go. 

Admiral Brexxy. I think so. 

Senator Monroney. Do you agree with what Mr. Romney said yes- 
terday, that it has a narcotic effect / 

lmiral Bein. Exactly. 

Senator Monronry. That one shot of dope is no longer capable of 
stimulating the sales, so you take two shots and you finally wind up 
eally on the needle. 

id niral Bett. Or perhaps next year the customer would expect 
82.000 and 2 mink coats with each new ear. 


Senator Monroney. Or instead of $500 Christmas-shopping money 


. each new ecar—which I observed when I was in California and 
Mr. Eubank drove me by the place—you buy a new car with 3 years 
to pay, $1,000 for your old car, and then $300 in Christmas- shopping 
money if you buy before Christmas. You get into sort of a jungle 
oO alley: in wonderland ( f finanemg which normally in th e ol q days 
Ot au yt bile paper it Was looked on as being about the most sound 


and solid type of paper that existed in any consumer credit field. Is 
oe her Han: enum 
that not generally 1 CHse / 


Admiral Beit. Yes, sir. I don’t know what kind of a spiral you 


would call this, whether it be an inflationary spiral, sort of a whirling 
der sh in the economic system. 
Senator Monroney. Going back to the automobile bootlegging— 
| believe me, our committee is strongly in favor of arriving at some 


pon t where we can be effective—I agree w ith you that we cannot leave 
t unattended completely: whether the approach of the bills now 
1 ndme is the answe c OF whether this cc mumifttee from grassroots 
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opinion may find another solution that would be somewhat {ter 
what we are looking for. 

One of the questions I would Jike to ask: Mr. Romney yesterday 
stated that with the passing over to the ee of additional power 
over the dealers which they do not presume to have now, power to 
cancel them out if they m: ike one sale to a non-franc hised dealer for 
resiuie, that ine thect IS a de: ath pe nalty economit rally to that dealer 

Do you agree with that ¢ 


Admiral Bren. Oh, yes, sir, if taken to that extrens In othe 
words, if there were only one penalty for bootlegging and that wer 
an automatic cancellation, I think that would be a verv harmful thing. 

Senator Monroney. But that would be the end result of giving the 
factories the right to ¢ oe ‘el. Lean see some pos ssibilities of that where 
a dealer has perhaps been more independent than the zone manage 


might approve; se if dealer A sold to dealer B a model car that 
dealer B’s brother-in-law might happen to want that dealer B did not 
sell, that that sale in itself would in fact subject him to the death pen 
ity economically if the factory chose aaa and there could | 
oa aati ot their right to cancel the dealer out for that sale witi 
ul family ofa frie na thet Wasa fellow automobile deal r. 

Admiral Bex, ‘That is true, sir. And to a degree, and perhaps t 
1. great degree, that is a matter of concern to us. Now if that were 
<onmaaniad by the growth of eood faith and DY a recognition of mu 
tual equities and these other things that were well demonstrated 
Mr. Romney yesterday, I think that that danger would be increasingly 
remote, 

Senator Monroney. I am not content to leave—as far as I have ain 
th haetosay about it—the bootlegging vy thing unntiended by sonie leais 


i TD. | think it ls of great iden tucte today if we are to avoid the 
drift into superinarkets, which is ripe ed. I have talked to hu 
dreas of dealers pe} sonally who have been franchised dealers 4 ati 
years, but who Say. *T have spent a lifetime My ChIS Oistness i Lv 

+ pia unt that is nde half a million dollars. I am supposed to be 
X¢ - Buick dealer in this area. But when niy cars are on every 
vravel ‘a in sie. my franchise means nothing. If 1 have to, 
Mo} year of this and Ll am GOING to be the vlgvest supermiurkef 2 
town. I know how to get these bootlee ears as we SnY Colapetito 
Los cd | KLOW how ta sel] them better. lt think J Cah on hry Ow 
rep tation merchandise move cars than they Cen and vive up the tra 
ehis “| dealerships.” 

\dmiral Bent. You know, if I were a manu urer, b ihink | 
Wou | vive very, very ~t rious thought to the poss tl es or tie-in it 
that comment you just made. Let us take the extrem: 

Chat everybody voes to the eravel lot. or assume that here | 


thing as a franchised automobile dealer: there are gone to be mer 
chants of automobiles. 

The automobile will continue to be an American necessity. It will 
ontinue to be sold. But the men who sell them would at that stave oi 
the game become in truth the customers of every manufacturer to bi 
wooed by those m: anufacture ‘rs; and those customers would say, “Well 
by? ah think much of your mode I this year. I will take 10 of them.” 

“T will take 6 on consignment.’ 
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\ ‘ 4] 4 } : 

A it that would do to the production seheduline of Lhe 
4 é 1 ” }- 43 7 . 
{) oOur-e If ould raise many difficulties about ser 


Senator Monroney. Wouldn’t it naturally build up as a sort of a 
ervice, service market where you could divorcee the servicing of 
CO plete vy from the ef [If we are COINS to ee automobiles 
i ( | lb We lal t oid trom the A & P., then you are going 
eventu illv 1 Separate service organization 2rowilng® up ove 

wetory would have no control. 


r Darts business, which today requires the dealer to deal CX 


yin “genuine Ford parts.” or = e General Motors parts,” 
lal bye nat ne ofthe pa t. wouldn't it 4 
lmiral Bern. Completely a thing of the past. Now, they have to 


degree a captive market, if you like, among their dealers, or certainly 
have a group of dealers who are required, and I think should be 
] quired, to work with the factory in helping to develop the market 


‘ 1 Hy¢ imo oft ears To De produced. That IS their obligation. 
But that ob] vation would ne removed if the factories had no fran 


senator Monroney. So it is absolutely not the responsibility of the 
permarket to maintain anything 
\dmiral Benn. No 
mator Monront 7. liver the normal WalTral t\ period would have 
perhaps passed on to the factor) to find some superservice, ser 
e station on which they would have to rely, on a contractual basis, 
) ervice the cars during the varranty period. 
\dmiral DELL. If i were a factory, | t} ink I would o1vea little ser 
Ol coneern and worry To that 
msennatol Monront y. (rong back Wain To the death penalty, which. 


. : ° ' 7 
s to be effective, 1s going to have to be invoked against some 


17 


deale who mav sell cars to unauthorized persons, | remember laws 


f 
rv oWn State where the penalty for drunken driving, we will say. 


was 1 minimum ot 5 vears, a penitent ary offe) se. 
Phe legislatu . nm good ta th, enacted that to stop drunken driy 
¢, but the penalty was So severe that practically no convictions ever 
occurred under that. It was not until you reduced it to 30 or 90 days’ 
} l they began to Get an adequate number of convic 
for those who were guilty of driving when they were under the 


(Yr 
-_s 


COT ine! lent hefo 


WV e h ive That in constant ex implies where vou make the penalty sO 


vere that you get no conviction. So the law, I am afraid, would 
ri nto the death nenalty TOVISIONS Of TeVO! ation of contract whicl 
= Ol e) } i vo (t¢ | { yy Theat would he subject TO sorte 
rion astoltset} rivene 
Furthermore, [ am afraid that almost the No. 1 complaint of the 
lerc { ym the aqnestionnatlre an } from OU] personal spot cheeks has 
heen the added control that the factory has assumed over the dealer. 
\ ? } Bren | { \ 


senator \VIONRON] 7 | iis Seems TO He MOVING In the direction toward 
re control, rather than more independence, responsibility, mutual 


eonerntion That wreanired to make ANY law Work. 
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Admiral Bisun. We are Interested in the attainment of the fina] 
ult. and if this should prove not to be Lie Way to go about it, 
would certainly prefer a better way. 

May Il confer with counsel a moment, sir. 

senator MOoONRONEY. Yes, a 

\dmiral Bein. May my legislative counsel make a comment o1 
uD ect lo you, Sirs 

Senator MONKRONEY. Yes, we appreciate it. 

Mir. Iikks. Mr. Chaipvmian, we ave acdressed ourselves Lo 


1 1 


roblem that you have just developed, of whether or not the so-called 
permissive antibootlegeime bill, Which IS LOW penaing before tne 
I 

. ' . ‘ : 
liouse Tnterstate and Forelg Commerce Committee, and also S¢ 


itor Potter's bili, which was introduced on January 11. 
On May 2, 1955, Coneressman John Bell Williams of Mississip 
troduced fH It. DOL. Phat is the bill which Is reterred tO as f{ 
mandatory antibootlegginge bill, It t] Is bill would recelve favorable 
onsideration by Congress, it would prevent bootlegging without 
posing the penalty imitially upon the dealer. It would repose the 
responsibility where it, in fact, exists, and that is upon the factory. 

That bill would address itself directly to the fear that you hav: 
expressed, that if the permissive bill is enacted, you are putting the 
lub in the hand of the factory because this bill would Impose criminal 
esponsibility and heavy fines upon the factory where it consciously 
ind knowingly supphes automobiles to a franchised dealer knowing 
that hein turn,is voing to bootleg them. 

Senator Monroney. Your idea is that it would be more effeetive 
id more in the dealers’ interests than the permissive use of this powel 
D\ the factory ¢ 

Mr. Kirks. Yes, I certainly do, if you would indu 


read one sentence out of this bill which is a very short bill. [Reading :| 


; 
lige me just to 


Any manufacturer who vioiates or combines or conspires with any other per 
son to violate this section is guilty of a misdemeanor, and on conviction thereof, 
shall be punished for each violation by a tine not exceeding $5,000 or imprison 
ent not exceeding one year, or both, in the discretion of the court 

If that were a statute. I feel confident, sir. that bootlegging would 
stop immediately. 

Senator Monroney. Would it not be, though, necessary for the 
dealer who was making the complaint to prove that the factory and the 

, bootlegging dealer were responsible in that particular case ¢ 

We had detailed to us yesterday, and our study has verified, that. in 
many eases of boot legging, the factory itself, under criminal provisions 
would be unable to prevent bootlegging ¢ 

[ grant you in a great majority of the cases the factory— although 
the vigor which they display in all cases against their franchised 
dealers doesn’t seem to be as clearly present in the case of bootlegging 

is able to correct those situations with the franchised dealer, but some 

5 cases are beyond the power of the factory to absolutely prevent boot 


: 
legging. 


Admiral Bet. There could be. of course, a conscious and deliberate 
violation of the law, or if a dealer desired to entrap the factory under 
this statute, they could do so, but I think that there you have an excep 


tional situation. 
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Senator Monront Ze Wouldn't you acree that if we are talking about 
he golden rule. which Senator Payne has suggested, which I believe 


il Beil has supported, and Mr. Romney, that harassment suits 
by dealers charging the factory with willful violation would tend to 
gain work in an opposite direction from that which I think is neces- 


ry for men of evood will to correct ahuses ? 


[ am not trying to flash back to the bill. I am merely trying to look 
t both sid as a takeoill pl 

Admiral Bri. I think we are in full agreement on that, Senator. I 
ve simp vy said again that 1f some other device, if some other route 
mld be found that would help to attain the result without putting 
anyone’s equities in oe and without being a death penalty, as 

referred to it, we would like that. 
Senator Monroney. You have been good enough to permit me to 
idress the National Automobile Dealers Association meeting which 
Il be held the last of this month, and at which I intend to advance 
i solution which is of grass-roots origin. 


ace 


I found it in my own State where we have experimented with a State 
law. I found good reaction in the general discussion of it in these dis- 
cussion CTOUDS with dealers across the country- as a possibility of a 
first approach to see how it would work. It may be faulty, but most of 
the dealers thought it might be worthwhile 

In the first place, instead of denying by law the bootlegging thing, 
ae ting pe eae on the dealer first—with a death penalty under the 
permissive law—or the mandatory law which would subject the manu- 
facturer to harassment, to require the truth and label it on an auto- 
mobile, to require the manufacturer to place a windshield sticker which 
must, by law, in cars moving in interstate commerce, remain on the car 
nn i] the ear is lic resin” by the consumer in whatever State it is licensed. 

This sticker would show, and each dealer or seller of the car be- 
fore it is licensed would be required to show the ownership or title 
down through the hands through which is passed. 

Thus, the factory in Detroit would be required to show on these wind 
shield stickers where it is first sold, we will say, to X Motor Co, in 
New York City. 

if X Motor Co. in New York City then does not sell it to a consumer 
for licensing, and it is sold, we will say, to a wholesale or an auction 

tomobile market in Jersey City, that label would show the sale 
from the factory to the New York dealer following through this chain 
of ownership, to the wholesale or auction mark et in Jerse vy City. 

Phe means of transportation by which th: at ear went from the fac- 

ry to the New York dealer would have to be shown accompanying his 
transference of title. The chain of ownership moving to Jersey City 
would he shown and the method of transportation there. 

If the next sale was to a wholesale automobile market in Dallas, 
Tex. that wonld be shown, and the method of transportation would 
he shown. If the car is driven, the label would so show. If the car 

driven and tows another car, this would be shown. The towed 
ear would also be shown. And when that car finally reaches the desti- 
nation of X Used Car Co. in Oklahoma City, its method of transporta- 
a from the wholesale mart in Dallas, Tex., would be shown. 

In that way I think you will have “truth in labeling” so that a new 


1 


ind aused car is a used ear. 
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t will give the public thy protection ot know new her 


. ifkgey W hn it Spe has 
- } or 84.000 for a car whet he r they are gett ne one that has bee 
ross the United States, and handled by tor 5 different chain 

olesale auction organizations. In that way I believe you 


he deater, Without pr nalizing the dealer or the factory, ti 
it to tell the purchaser, who must be protected in this business, tha 
ictually Zetting a hew ear. 


{ 


rf ¢) } , } e  9 : } 
ii ie purchaser wants to buy a used car, or a Hehtly used ear, 


y l . ° ' j . ° t 1 
L think vour franchised dealers won't mind that competition. 


We label a suit of clothes. and we have a precedent in the wool 
ng act—that all virgin wool must be shown and the reclaimed 

ol in that must be shown. You have got countless examples unde! 
your Pure Food and Drug Act, and under your Liquor Act. You hav 
to show the percentage of bonded bourbon, I am told, by those who 


nderstand it, and the amount of neutral spirit: 

tually, the buyer is protected. Thus, I think we might at least 
for a period, as we go into this thing, experiment with such a law as 
Certainly it would be easy of enforcement. It would give the 
vlers the proper means of self-protection of the quality of their 
qaduct trat they have to se lH, and it would not be against this thing 
it \ hope will settle Many oft the problems in the il clustry., and that 

: factory and dealer cooperation. 

Does that strike you as having any merit? I am not asking for a 
ommitment. I[ realize that under the grassroots government of the 
NADA, policy must be enunciated by your dealers themselves. 

Admiral Bein. Absolutely. 

Senator Monroney. But I hope you will have no objection to my 
suggesting that as one of the methods of approach to this very difficult 
problem. Oklahoma has had a Jaw requiring that, but our laws 
extend, unfortunately, only to the limits of our State. 

Consequently, it is rather futile to limit the chain of ownership 
inder such a tag or a windshield sticker, to only one State. But ona 

ational basis, I think our investigation shows that you will strike 
it the very core of the thing. 

Admiral Bein. Tam sure. sir, that our members and their elected 
representatives on the board will be anxious to get into that very 
thoroughly and very early. 

Senator Monroney. If vou could work at that in connection with 
eliminating your phantom freight which is a source of many of the 
bootleg cars because of favoritism on freight to the Detroit area by 

nking the two together, | think you will be finding a workable solu 
on 


to a fast reduction to the plague of automobile bootlegging that 
ow infects the whole market. 

\ Imiral BELL. Then if we could get some industri | statesmanship 
back into Detroit in addition to George Romney, we would really be 

yusiness: wouldn't we ? 

Senator Monroney. I think you would, and T think both you and 
Mr. Romney serve a very great purpose for this investigation reflect 
ng the views of the industry’s great industrial statesman, Mr, Alfred 
P. Sloan. Tt seems to me Mr. Sloan is to the automobile business what 
Rarney Baruch has been to the general information and protection 
if hoth industry and consumer. They are sjonificant elder statesmen, 

nd their pronouncements they have made in the past, with a lifetime 








a La I IN¢ PRACTI 
( OL Thess he utd eT 4 usly « I 
looked a t if Cubipelit OL Positions of resp 
bil / a e have h ira speak out, that no dealers are a 
hed, thers noth c rong 1 the automobile madustry 
Do tL yo! agree ‘ i tO] t lk ) thie automobile Dusines as wel 
as [ wish | aid Per] eV] yvour associatiol leadership Cannot 
flash back to a lifetim But certainly the wisdom of Alfred P. Sloan 
the tatesma » 1 it }) represented and exemplified 
qual \ dealers program of General Motors, cannot and should t be 
Oo yrred by present day holdei of positions of responsibility 
Admiral Benxi. I think the k st thing I can say in that regard 
is that Dp rhaps the me) n the { P position ! Detroit are ben g 
surrounded | a protective Ww il, and if that is the case. then a we 
have to do is to remo e the w il] and expose them 0 the facts, 
Ssenato! \ionront ‘ \ We 1] ( ier PG roryvy tower seetis to exist 
Admiral Ben ome-plated, Mr. Chain 
senntol \ioxnr NEY And treamlined. (Qn vour testhnony regard 
ne territer l security. the dealers wer badly split, a | read, o1 { 


question, as vou know, 454;9 percent were for such a system, and 


106), percent were against it. Ten percent answered miscellaneously. 
or d Int answel 

It is interesting to note in this connection that dealers in towns of 
25,000 or less population voted against territorial security, while deal 
ers in towns of 25,000 or more voted in favor of such a system. 


It seems to me that until we can treat the principal malignancy 
of the business, that maybe we had better not venture into a field where 
the cle ale ls themsetves are so badly split. 

They are not spht on all juesth hs, because ona 15 to 1 basis, they are 
for eliminating phantom freight and being required to stick the cus 
tomer for freight that does not run, since it Is passed on to them to 
pa Son to the customer. 

Where the unanimity of opinion on bootlegging and things like 
that exists. let us take first things first. and see perhaps if Vou ch 
eliminate the plague of bootlegging—TI think many of them associate 
’ 


] +} 
i 


the need for territorial security with the pla 


+ 


rue of bootlegging rat 


‘ 
they are under, and maybe the situation will not be of such magnitude 
as to require lec islat mon mM that field at the present time. 

Dealer cooperation with the fac tory—not a dealers’ council | should 
sav—but with a new name and a new organization, could bring about 
under the law, I think. the allocation of cars to the market that the 
dealer serves. It is not an antitrust violation to give fewer cars to 
a dealer who has a market for 100 cars, but is currently selling at the 
rate of 800 cars, most of W hic] go, as evervone knows, into the box tle v 
channels, when x leoitimate franchised dealer ean t get the cars that 
he needs 

Certainly it is within the factory’s discretion to supply the market 
as common sense shows them exists in the leoitimate held instead of 
patronizing the illecitimate areas, and suit felting them with automo 
biles. 

Would vou agree to that ? 

Admiral BELL. | eertan ly do li makes 1 lot of sense to me, S 

Senator Monroney. I think you will find many of these “stimula 

J 


} 


99 ] 4) : 4 | 
tors’. wh , operate Mm the aren by ana With t] eC | pyport and Conse! 
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FYI ‘ t ¢ i¢ Si Cit i ) 
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I ( hnad to iN ADA. 1} ! Trepy | rmrinit tT ' 
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| 
( { | nat ti weulel thi i to. i 
} } Piped j ‘ ) | 
ry ie) rethiaiich Whose OV mana ve Pla ( } { ( (it 
has Upon putting pressure on the dealer to attan fhis sales suprem 
4 } I 
AMnouenh those sales hi hagers or VICe Pre dents Tor distribu 
i] 1 +] ! . } a] 
oO ive peateadly said that any Gdeater may come here without any 
I ‘ ‘ : 
a ! | ! { (: a on ’ 
aT. al av Dis roblems HeTOre ] ie. | mn conuaent that | spenk 


t dal 1} } I ' 
an ae ; ; : lJ iL 
ie majority of dealers when they say they would like to have a man, 
ia 
GOW the Phe, Ol 1) the upper echelons ot pol ey making and rac 
yhagement, who would Oe then voice to whom they could lo kk 


counsel end onidiunce. 
Of course he would have to work closely with his fellow member, the 
ce president for sales. Naturally he would. IT think he could sup 


ement and help the vice president for sales. But we like the idea of 


ving aman designated as the dealers’ voice. 

Senator Monronery. And to have it well established, that if the 
tler does use this contact as a right, instead of a show of insubordi 
ition inthe chain of conmmand, that he would be all right. 

\dmiral Benn. Certainty. 

Senator Monroney. As a Navy man, I am sure that you recognize 

t under eXisting circumstances, if a dealer goes over the head of 
le zohe manager or the sales manager, he is Hable to wind up at about 
the same place asa seaman 2d class who goes over the head of the chief 
petty officer to the Heutenant or the heutenant commander or the cap 
tain. is that not correct 4 

Ldmiral Benn. And Vet, if | can take that analogy one step further, 

as been interesting to me to recall that the chief executive of a 
hij. the president of that ship, if you like, is entitled the captain. 
The next senior man to him, the second in command, is the executive 
othe r. and his principal funetion Is personnel and morale. 

Phe gunnery officer and the engineering officer, or if vou like, the 

e president ‘ot sales and production, report to that execut ive officer, 
thie tran who has the overall responsibility of morale. 

[ think there is an analogy there that might well be of equal ap 
plicability in American business. 

Senator Monronry. | certainly think that any executive of a manu 
facturer of automobiles that considers the automobile business only 
oanufacturing, and that the dealers are certain disengaged satellites 
loating around in the stratosphere and who have no connection with 
he manufacturing certainly is dreaming a dream that doesn’t exist. 

\dmiral Bein. They have a vice president for public relations: un 
lerstandable. They have a vice president for labor relations or some 
such title—— 
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Senator Monronery. Vice president in charge of Walter Reuther, 
which is all right. I think labor is important enough for that. I 
think 40,000 automobile dealers are equally important enough to have a 
vice president who would listen to their problems. 

Admiral Brix. Instead of the “vice president for putting the heat 
on the dealers” as they now have. 

Senator Monronry. Indeed. I think that is one of the things that 
is tremendously needed, and there are so many parts that I would like 
to talk to you about, particularly on phantom freight. I want to com 
pliment your organization in protecting the consumers against charges 
which do not run. 

To me it is indefensible. If the list price of a car must be raised as 
we go on an honest freight basis, then I am sure the dealers will co 
operate. If there is not enough in the present list price to cover an 
adequate profit for the factory, I am sure the dealers would be tl 

st to complain about whatever increase might be required. 

But certainly the passing on of freight, freight that does not exist, 
is unconscionable in my way of thinking. The dealers recognize it as 
such by 15 to 1 in our questionnaire. Does that agree with your find 
ings within the industry ? 

Admiral Beiu. Yes, sir. 

Senator Monroney. Is it not perhaps a fact that under phantom 
freight, as it operates, at least the spirit if not the letter of the Robin 
son-Patman Act is violated: that certainly the dealers in the Detroit 
area and in that closely protected area enjoy a discrimination in their 
price of the delivered car against the dealer in Oklahoma or the dealer 
in Arkansas or in Texas or in Minnesota ¢ 

Admiral Beiu. I think I had better yield to counsel to answer that 
one. 

Senator Monroney. I am not asking for a definite answer, but it 
would seem to me that where the freight does not actually run and an 
excess amount is being passed on—and vet dealers in Detroit are enjoy- 
ing a preference position, and by having that preference posititon can 
take as many cars from the factories as the dealers in California take 
from the factory, vet California registers twice as many new cars each 
year as does the State of Michigan—that vou can see the results of 
this preferential treatme nt under the pricing system. I think it cer- 

tainly violates the spirit of the Robinson-Patman Act. 

I think that would probably require a little more legal study. I am 
not asking for an opinion at this time, but that is why I think this 
becomes so terrifically important to get this through. 

The dealers, as you say, have no charge over routing of their freight 
at all. It comes at the discretion of the vice president in charge of 
routing, 1s it 7 

Admiral Bern. There must be two of those. I don’t know. 

Senator Monroney. | know the dealers that I talked to in Florida 
particularly the Chrysler dealers—were pretty put out because of the 
2 or 3 weeks’ time it took to deliver the models by barge that were 
ordered from the factory; while the bootleggers were getting the new 
models Pe 

Admiral Bett. You found that out, did you? 

Senator Monroney. Quicker than the franchised dealers were. Any 
saving that occurred by barging these cars down and the long delay 
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was not passed on to the consumer in Florida. It all went into ar 
account which I presume Chrysler converted at the end of the year into 
part of their profit statement. 

Admiral Brevi. I have even heard some of our dealers and ] 
ure they were in Florida; 1 remember especially Florida—say that 
some used-car dealers in their neighborhood showed their new cars 
vefore the franchised dealers got them. 

Senator Monroney. I think that is rather customary. And another 
thing I have heard a great deal of across the country is the fact th 
the factory preference for certain market areas would lead to the 
surfeiting of that market with the new models which are in great: 
demand; while other areas were discriminated against and it was 
months in some cases before the new models arrived, 

Phen the bootleggers got there first. That is another thing that ec: 
mly be corrected in the realm of dealer-factory relationships. | 
would think a factory would have to send out at least 2 or 3 new 
models to every dealer before they started pumping them out im 50 
yr 100 lots to the bigger deale Ts. 

The little deaier should | Ve protected 1 » having a chance to show 
he new car, even though he may not be alae to deliver it at that time 

lt is a little disconcerting for a franchised dealer of 20 or 30 years 
to sit there for 2 months and see the new model of the car he is frar 

hised for shown on several used car lots. He looks a little bit silly, 
ind it hurts his ego more than it does his pocketbook, perhaps. 

Admiral Bein. Yes, sir, ‘That is a very kind and conservative way 
of putting it. 

Senator Monroney. Many of those things could be corrected | 
think by adequate representation and the reconstruction of the deal 
ers’ councils—which I said yesterday many, many dealers feel is just 

spy window for the factory zone or sales manager to know which 
one may be assuming a degree of independence not approved of by 
zone managers. 

Could you detail how the various companies select their representa- 
tives ¢ 

Admiral Brii. 1 cannot in all instances, sir. In some, they are 
elected by the dealers. In others, they result from appointments up 
through the chain of factory command. 

Senator Monroney. And in some cases they are nominated by the 
factory and then to carry out the ostensible facade of dealer representa- 
tion, you have a choice of voting for these men who have received the 
blessing of the zone or the sales manager. 

Admiral Beti. The principal complaint that I get from virtually 
all dealers and all makes is that it is more window dressing and more 
a social function than an earnest and honest endeavor to seek out the 
thinking of the dealer 

Senator Monroney. It would correspond somewhat to a company 
union, perhaps ¢ 

Admiral Bein. Yes. 

Senator Monroney. And acts as 2 captive of the very people with 
whom the dealer is supposed to deal. They are captive organizations 
of the zone and sales managers. 

Admiral Benz. The theory, again, Mr. Chairman, if you bring some 
people in and roll out the red carpet and wine them and dine them, 
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Senator Monroney. Vice president in charge of Walter Reuther, 
which is all right. I think labor is important enough for that. I 
think 40,000 automobile dealers are equally important enough to have a 
vice president who would listen to their problems. 

Admiral Bex. Instead of the “vice president for putting the heat 
on the dealers” as they now have. 

Senator Monronry. Indeed. I think that is one of the things that 
is tremendously needed, and there are so many parts that I would like 
to talk to you about, particularly on phantom freight. I want to com 
pliment your organization in protecting the consumers against charges 
which do not run. 

To me it is indefensible. If the list price of a car must be raised as 
we go on an honest freight basis, then I am sure the dealers will co 
operate. If there is not enough in the present list price to cover an 
adequate profit for the factory, I am sure the dealers would be the 
last to complain about whatever increase might be required. 

But certainly the passing on of freight, freight that does not exist, 
is unconscionable in my way of thinking. The dealers recognize it as 
such by 15 to 1 in our questionnaire. Does that agree with your find- 
ings within the industry ? 

Admiral Betz. Yes, sir. 

Senator Monronry. Is it not perhaps a fact that under phantom 
freight, as it operates, at least the spirit if not the letter of the Robin 
son-Patman Act is violated: that certainly the dealers in the Detroit 
area and in that closely protected area enjoy a discrimination in their 
price of the delivered car against the dealer in Oklahoma or the dealer 
in Arkansas or in Texas or in Minnesota ? 

Admiral Betx. I think I had better yield to counsel to answer that 
one. 

Senator Monroney. I am not asking for a definite answer, but it 
would seem to me that where the freight does not actually run and an 
excess amount is being passed on—and yet dealers in Detroit are enjoy- 
ing a preference position, and by having that ating posititon can 
take as many cars from the factories as the dealers in California take 
from the factory, yet California registers twice as many new cars each 
year as does the State of Michigan—that you can see the results of 
this preferential tre atment under the pricing system. I think it cer- 
tainly violates the spirit of the Robinson-Patman Act. 

I think that would probably require a little more legal study. I am 
not asking for an opinion at this time, but that is why I think this 
becomes so terrifically important to get this through. 

The dealers, as you say, have no charge over routing of their freight 
at all. It comes at the discretion of the vice president in charge of 
routing, is it ? 

Admiral Berti. There must be two of those. I don’t know. 
Senator Monroney. I know the dealers that I talked to in Florida 
particularly the Chrysler dealers—were pretty put out because of the 
2 or 3 weeks’ time it took to deliver the models by barge that were 
ordered from the factory; while the bootleggers were getting the new 

models - 

Admiral Benxi. You found that out, did you? 

Senator Monroney. Quicker than the franchised dealers were. Any 
saving that occurred by barging these cars down and the long del: tv 





AUTOMOBILE MARKETING PRACTICES 125 


was not passed on to the consumer in Florida. It all went into ar 
account which I presume Chrysler converted at the end of the year int 
part of their profit statement. 

Admiral Bety. I have even heard some of our dealers—and I am 
sure they were in Florida; 1 remember especially Florida—say that 
sOImne used-car cealers in their nela@hborhood showed their new cars 
efore the franchised dealers got them. 

Senator Monroney. I think that is rather customary. And another 
thing I have heard a great deal of across the CoOunLrS is the fact th 
the factory preference for certain market areas would lead to the 
surfeiting of that market with the new models which are in great 
demand; while other areas were discriminated against and it was 
months in some cases before the new models arrived. 

Then the bootleggers got there first. That is another thing that ce: 
only be corrected in the realm of dealer-factory relationships. |! 
would think a factory would have to send out at least 2 or 3 new 
models to every dealer before they started pumping them out in 5‘) 
yr 100 lots to the bigger dealers. 

The little dealer should be protected in having a chance to shov 
he new car, even though he may not be able to deliver it at that tim 

It, is a little disconcerting for a franchised dealer of 20 or 50 years 
to sit there for 2 months and see the new model of the car he is fran 

hised for shown on several used car lots. He looks : a little bit silly, 
ind it hurts his ego more than it con his poc esse perhaps. 

Admiral Bett. Yes, sir. That is a very kind and conservative way 
of putting it. 

Senator Monronry. Many of those things could be corrected | 
think by adequate representation and the reconstruction of the deal 
ers’ councils—which I said yesterday many, many dealers feel is just 

spy window for the factory zone or sales manager to know which 
one may be assuming a degree of inde} vendence not approved of DY 
zone Managers. 

Could you detail how the various companies select their representa- 
tives ¢ 

Admiral Bein. I cannot in all instances, sir. In some, they are 
elected by the dealers. In others, they result from appointments up 
through the chain of factory command. 

Senator Monroney. And in some cases they are nominated by the 
factory and then to carry out the ostensible f: acade of dealer representa- 
tion, you have a choice of voting for these men who have received the 
blessing of the zone or the sales manager. 

Admiral Bett. The principal complaint that I get from virtually 
all dealers and all makes is that it is more window dressing and more 
a social function than an earnest and honest endeavor to seek out the 
thinking of the dealer. 

Senator Monroney. It would correspond somewhat to a company 
union, perhaps ¢ 

Admiral Betx. Yes. 

Senator Monroney. And acts as 2 captive of the very people with 
whom the dealer is supposed to deal. They are captive organizations 
of the zone and sales managers. 

Admiral Breru. The theory, again, Mr. ¢ ‘hairman, if you bring some 
people in and roll out the red carpet and wine them and dine them, 





v lo Those things are 
; perpl X1t1es of the dealers. 


n to tell me that so ial functions are 


nner or breast of pheasant under glass, 


factories / 


factory pays the 


n lobbying techniques have’ been 


Beti. That is a y pleasant. but that isn’t what the 
nt to go there to do. 
MoNRONEY. ae are interested in business. So you feel 

y are inetfective as they exist today, and perhaps not in the realm of 

hat which Alfred P. i had in mind as the ultimate objective in 
hich heealled for dealer representations ? 

Admiral Breniu. Those things shouldn’t be a wailing wall. They 

hould not be just a gripe session—but they could be a very effective 
management device, if pl operly handled. 

Senator Monroney. It could stimulate a lot more sales, perhaps, 
than to find out whether Joe Blow has the right attitude toward the 
zone manager. 

Admiral Benn. Right. 

Senator Monroney. I might say here that I agree with you in the 
closing part of your statement, which T think was a very wonderful 
plea for cooperation instead of legislation, unless legislation be 
necessary. 

The fact is the job can be done by five men in the Detroit area, or it 

‘an be done in the House and the Senate and the legislative ch: ambe ‘rs 
but it isa job that must be done. 

Admiral Beuu. Yes. 

Senator Monroney. In these things I wish to reassure you and 
through you the dealers that we are looking for the answer. We are 
not looking for publicity. We are not trying to make a devil out of 
anyone. We are merely trying our dead level best to help treat a 
malignancy that we think threatened the No. 1 industry of this 
country. 

If we could only put neon lights in the offices of these executives 
in Detroit who make pohey that, like Caesar, instead of all Gaul being 
divided into 3 parts, the motor indus try is ae into 2 parts. oa 
segment is the manufacturing industry, with $7.5 billion eapital i 
vestment and 780.000 e mployees. 

The sales organizations on which the manufacturers of cars must 
depend 1f the vy are going to remain in business have an investment of 
Sh billio mand employ 667,800 indix ‘iduals. 

If they could only keep in mind that there are 2 parts to the auto- 
nio! 307 usiness, and both should be coequal and inde pendent, I believe 
we v oul d he on the way TO adequi: ite solution ot many ot these prob- 
lems that are threatening to take the ethical standards, the re putation. 
the known desire for service that has been built up over 30 years 
of careful action, down into the gutter of irresponsibility and false 
and fraudulent advertising and sharp practices that should not exist 
in any industry that expects to merchandise for profits, selling mer- 


lise for from $2.000 to $5,000, 





Admiral Bris We 
Nii I ikKS. Would | \ 
Senator Monroney. Ye 
Mr. Bent. Mr. Chair: 


bel 


permissible to have thi perl 
tional data later on for the 
Senator Monroney. Oh, 
It as long as it is relevant 
feel helpful to produce. 
If there are no furt 


until 10 o'clock Monday niorn at wlhie 


expert on freioht that has been en ploved hy 1 


; : } 
into the basic material on wh 1 the szU0U n 


which you have presented today 
Admiral Beni. That Is correct 
Senator Monronery. The 
(Whereupon, at 12:25 . the subcommittee re 


vene Monday morning, 10 a. m., January 25, 1956.) 
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{ 
COMMITLEE ON INTERSTATE AND ForEIGN COMMERCE. 
SUBCOMMITIEE ON AUTOMOBILE MARKETING PRACTICES. 
Washington, PELE". 
Pie subcommittee met, pursuant to recess, at 10:20 a. m.. in room 
G-16, United States Capitol, Senator A. S. Mike Monroney (chair 
man) presiding. . 


Present: Senators Monroney, Thurmond, Potter, and P 
~~ 


NITED STATES SENATE, 


ayne. 
enator Monronry. The Subcommittee on Automobile Marketing 
of the Interstate and Foreion Cominerce Committee will be in session. 
We have as our first witness today Mr. Herzog, who is the tratlic 
‘xpert of the National — Dealers Association. Accom 
panying him is Mr. Greene and Dr. Kirks 

Would vou give the principal te ae / 


Mr. Harz i. Yes, Sir. 
senator eee Will Mr. Greene testify at all 2 


ra 


yy. Kirks. Only in support of questions. 
Senator Monroney. | think probably for the record it 


} 
iA m 2 


would be 
better if both of vou are sworn. 


lf you would first state your name. 

Mr. Herzog. Paul ik. Herzog. 

Senator Monroney. Do you solenmly swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God / 

Mr. Herzog. I do. 

Senator Mon RONEY. Would you mind being SWoOrt, Mr. Crreene / 
Stand up and give your name. 

Mr. Greene. M. A. Greene. 

Senator Monnroney. Do you solemnly swear that the te stimony you 
are about to give will be the truth, the whole truth, and nothine but 
the trut h, so help you God ? 

Mr. Greene. I do. 

Senator Monroney. Thank you very much. 

I believe you a a pees statement, do you not, Mr. Elerzog / 

Mr. ITerzoa. Yes.s 

Senator Monronry. ‘~ qualify your experience in the statement, 
I helieve, so we will go forward, and you may proceed in your own way. 

May I say if vou have no objections, you go ahead with your state 
ment, The ‘re may be points in there which the committee are part cu 
larly anxious to have amplified. If you don’t mind the interruptions, 
as you go through that, we find it ‘helps to formulate a little more 
orderly line of testimony if we can at parts of it that the committee 
is esnecially anxious to amplify. interrupt vou. 
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TIM pss OF PAUL E. HE . MANAGER, RESEARCH DIVISION; 
ACC ANIED BY M. ZENE, ASSOCIATE FREIGHT EXPERT, 
NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


name ] ul I. Tierzoe. Lam manager of the 
Automobile Dealers Association. | 
lv ot 1954, 
arts decree ul Macalester College in ‘ws | 
‘ne inh economics and business administra 
er of arts degree at the University of Minnesota 
my post graduate work at the | hiversity of 
My graduate work was in economics and bus! 
particular emphasis upon marketing. 
946 to 1951 IT was assistant professor of economics and busi 
Macalester College. i left that position in 1951] 
1 posit lOn as price economist W ith the Oilice of Price Stabilh 
yn at the regional office in Minneapolis. Shortly thereafter, I was 
ked to come to Washington as the national oflice field representative 
fo erainnanets pricing program. 

In April of 1952 I left the Office of Price Stabilization to become a 
market analyst in the San Francisco oflice of the Federal Housing Ad 
ninistration. I left that position to jom NADA in July 1954. [am 
Lt member of the American Marketing Association and the American 
Statistical Association. 

Phe movement of automobiles from the manufacturer to the dealer 

highly coniplicated, vet S — upon a fundanie ntally simple theory. 
In veneral, thre freiahi pal il by dealers for the vehicles they receive 
from their manufacture is bases i on the rate from the Detroit area. 

llowever, more then 60) pe reeht of t he automobile production in the 
{ nited States takes place outside of the Detroit area. Chart A depicts 


t} 


he assembly plant system of American automobile manufacturers 


if 


ane normal procedure is for the manufacturers to ship component 
Arts to these asse mbly p ants where the automobiles are assembled 


1 transported to their ultimate destination, 

cost of shipping component parts is substantially less than 
that of shipping an assembled unit the same distance. Since it is 
almost a standard practice for the manufacturers to charge a freight 
from the Detroit area equal to the cost of shipping an assembled ve 
hiele, a difference arises between actual cost to the manufacturer and 
the amount he charges the aeater. This difference is phantom freight. 

In his presentation, Admiral Bell estimated the amount of phantom 
freight collected by the manufacturers during 1955 exceeded $200 mil- 

on. The basis for this estimate was information obtained fr mn 
freight commodity statistics, a publication of the Interstate Commerce 
(‘ommission. 

On page 33, the publication provides figures showing the average 
per-ton cost of disping assembled automobiles and the average per 
ton cost of shipping automobile parts in the United States for the 
year 1954. The average cost of such shipments was $49.82 in the first 
instance, and $23.15 in the second, or a difference of $26.67 per ton. 

These data are translated into relative costs on the shipment of an 
assembled unit versus the parts required for an auto of 5,000 pounds 
which is depicted in chart B. 
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It is inte resttnge to note that thie 
per ubit, W hich if app! ed to onlv 67 
automobiles produced last Vent ( 
phantom freight fivure cited by 
$OO 000, 

Senator Monronry. Why the 67 percent? I think earlier 
more than OU) percent of the automobile production t | 
the Detroit area. 

Mr. Herzog. That is correct. sir. 

Senator Monroney. That is an estimation, 
more an actual figure, the 67 percent, based on 
production in the a sembly plants 7 

Mr. Herzoc. Yes, sir. 

Despite the availability of the ICC data, NADA felt that it was di 
sirable to obtain actual examples of automobile ship: f 
purpose, { and other staff members of NADA conducted a 
sive and representative field survey. The data collected 
vey consisted of manufacturers’ invoices to the deal 
the amount of freight paid by the dealer to the manufacturer, bill 
of lading, factory schedules of freight charges to dealers. and t] 
dealer’s replies to direct Inquiries as to the amount paid by them to 
their manufacturers for the transportation of the automobiles they 
purchased. 

The information and data collected have been compiled In the 
of charts which show illustrative examples of representative 
ments. In order to show in the charts the difference between the 
amount the dealer paid to the manufacturer for freight and the 
amount paid by the factory to the firm transporting the vehicles, it 
was necessary to obtain freight rates from the manufacturers’ mail 
plants to the dealer for assembled units and also for component. part 
from the main plant to the assembly plant sand on the assembled unit 
from the assembly plant to the dealers’ place of business. 

For the purpose of obtaining these rates, NADA retained the ser 
ices of Mr. M. A. Greene of M. A. Greene & Associates, an established 
firm of freight experts admitted to practice before the Interstate Cor 
merce Commission. This firm has many distinguished chents and 
a firm of unquestioned reliability and integrity. 

Chart No. 1 isa map of the United States on which have been plot 
the cities between which the freight shipments have taken place wl 


er. W 


*} 
l 
} 


we are going to present to vou. 

Senator Monronery. Incidentally, T would like to ask permissi 
of the committee on these charts, that they may be reproduced and 
carried in the hearings along with your testimony. 

Without objection, the charts will be reproduced. I don’t ko 
whether we can vet the colors in or not. Is the color slontficant 6 

Dr. Kirxs. We are having them reproduced for you, sir. The color 
are merely to distinguish the different shipments. 

Senator Monroney. I see. It is more for the convenience of the 
committee. The charts in black and white would be intelligible / 

Mr. Herzog. That ts correct. 

(The charts referred to follow 3 
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4ART B 


COMPARATIVE AVERAGE COST OF SHIPPING A 
3000 LB. VEHICLE ASSEMBLED VS. COST OF SHIPPING 
A 3000 LB. UNASSEMBLED AUTOMOBILE 


UNASSEMBLED UNIT 


SOURCE: FR ta) c ATIS 
CLASS 1 STEAM RAILWAYS 
954 
NTERSTATE COMMERCE COMM 
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Herzog. The purpose of this chart is to give 


we a picture of the geographical area covered in o1 


he red dots identify the locations of as embly p| int ecitie 
this presentation. 

Chart No. 2 is a comparative table of 15 examples of freig 
on passenger Cars assessed dealers by the manutacturer 
estimated freight charges paid by the manufacturer in 


1 
] 
i 


which component parts are shipped to the assembly plant 


asst mbly plant, these parts are assembled into a finished auton 
which IS then transported to the retall dealer located at a city 


than the assembly plant city. 
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column C, are 
‘ miscellaneous parts 
i VIONRONRY. ‘| atisca | ad rate or 1. c.1.? i 
Mr. Herzoc. Carload. 
wenator ViONRON] yy. And that is the Way all the parts would move, is 
it not 4 
Mr. Herzoa. Yes, sir. 
Senator Monroney. Excepting maybe minor shipments like ele: 
tronics or things like that. 
Mr. Herzog. That’s right. This was done since we were not in the 


position to determine the actual origin of the thousands of component 
parts entering into the production of an automobile and the individual 

freight rate for each part. 
[ should further lke to point out that in the presentation of these 
es, we are giving the factory every benefit of the doubt in these 


figures. The figures are based on the assumption that all component 


parts arriving at an assembly plant originate in Detroit. In reality, 
this is not the case. 

For example, I have before me a copy of a communication addressed 
to Mr. Ralph H. Nutter, attorney, 21st Region, National Labor Rela 
tions Board, from Duane D. Freese. staff attorney, Ford Motor Co., 
Dearborn. Mich. The original of this document is on file with the 
National Labor Relations Board office in Los Angeles, Calif. 

| should like to read an excerpt from this telegram: 

We estimate that approximately 55 percent of the components assembled at 
the Richmond and Long Beach plants came from sources outside of the State of 
California, and 45 percent from sources inside the State of California. 

I have also available a copy of a communication addressed to Mr. 
Nutter signed by Mr. Henry M. Hogan, vice president and general 
counsel of the General Motors Corp., which is also on file with the 
National Labor Relations Board in Los Angeles. It reads in part: 

iod from October 1, 1949, to September 30, 1950, inclusive, approxi- 
ercent of the components of Chevrolet motor vehicles assembled by 
otor division at its Van Nuys, Calif., plant were purchased from 
State of California. For the same period, the remaining approxi 
percent of the components of Chevrolet motor vehicles assembled by 
et motor division at its Van Nuys, Calif., plant came from sources 
ite of California 

Senator Monroney. Both of those are the statements of the proper 
oflicials who would be in a position to know directly and actually the 
percentage of parts that were originating locally, we will say, in the 
California area ? 


Mr. Hh RZOG. 1 presume SO 






















} \ hot have been a statist C| 
a6 ly ] ] ' 
Casuaiir arrived at. nor one that was me nNgwiess to tHIS Investigate / 
Mr. HH I sh { ; Bae aces ' 
- TER G should tike TO read a sentence here Trom the bottom o 
the lette ened by Mr. Towa It says 
| our understanding that bv ft hing the foregoing inf 









be necessary for the subpensed Van Nuys General M 


So i would presume this was accurate Information 


senator VIONRON} y. General Motors’ posit on in the e: rf 
Mr. Herzoc. That is correct. 
senator MoONRONEY. And the telegram Trom the Ford Motor ¢ | 


would assume would have the same leeal status 7 


«ltl 





Mr. Herzog. I would assume so, sir. 


rehnator Monroney. We vould like to make those a part of tf 
record, those complete copies, 1f we may. 






(The matter retel red to Is tus follow ee 





Raven H. Nutrer, Esq 


National Labor hiciations boar 







Los tadveles, Cali 
Contiriing telephe ne conversation ves erday al Iist of questi Ss SU i 
by vou in Billi Heath, Inc... NLRB case 21-ACA—TS83, | in advise folle 





Question 1: The general typed products shipped to Ford Motor Co., Richmer 


and Long Beach Plants from outside State of California 





(some of which alse 





come from California suppliers), are all products 1 


ort . , ‘ ) 
i necessary for assenvrly 





completed automobiles and trucks, and service parts and accessories s 












clocks, heaters, radios, radiators, and seat covers, except the following produ 
are supplied the above locations entirely from suppliers within the S 
California. Cushion springs, master cylinders, seat frames, batteries, « 
and jute 

Question 2: The products shipped to the Richmond and Long Beach pia 
from outside the State of California originate in approximately 20 di “el 
States of the United States 

Question 5: The approximate gross value of all shipmen to Richmond at 


Long Beach plants during the period from October 1, 1949, to September 30 
1950. is $150,000. 














Question 4A: The general nature of the operation carried on by the Riehmon 
and Long Beach plants is the assembly of automobiles and trucks and the oy 
eration of a parts depot at Leng Beach. 

Question 4B: The products shipped from the Long Beach plant to Bill Tlea 
Inc., re passenger automobiles, trucks, and parts and accessories therefor. Dealer 
can advise quickest of shipments from locations other than Long Beach. 

Question 4C: The gross value of products sold to the Bill Heath, 1 al 


the period from October 1, 149. to September 50, 1050, is in excess of 
miately S$715.000 


Question 41): The gross value of all products shipped during the period f 









October 1, 1949, te September 30. 1950, to Richmond amd Lone Beach } nh 
approximately $156,000 We estimate that approximately 55 percent ft the 
components assembled at the Richmond and Long Beach plants came fi 
sources outside of the State of California and 45 ] el from uret ‘ 
the State of California 

Question 41: The approximate gross value of products shipped directly f 
outside State of California is $10,800 during above period 

Question 4F°: Bill Heath, In makes pavment to Long Beact ant for 
shipments by Ford Motor Co 

Questiot 14: Bill Meath, Ine., place ull orders for Ford products 


Beach plant 


se No, 21-CA-794, the foliowing informa 


a 


the telephone discussion which you had with 


r 50 and in response to your teletype of t! 
basis comparable to that 
1948 for the High] 
from October 1, 1949, 1 
of the components 

or division at its Vai 


ie 


of California ror 
the components 
Chevrolet itor vehicles assembled by the Chevti Motor division at its 
Van Nuys, Calif., plant, came from sources outside of the State of California 
In Connection with Question 6 in the list of questions attached to your letter 
of October 6, please be advised that the company therein referred to did not 
or do not make contributions to a common General Motors adversiting fund but 
did or do make contributions to a local dealer advertising fund which is used 
for local purposes. It is our understanding that by furnishing the foregoing 
information it will not be necessary for the subpenaed Van Nuys General Motors 
representative to appear. For your information, a copy of this message is being 
sent to Mr. Potruch who represents Howell Chevrolet. 
Henry M. HoGan 
Admitted October 31, 1950. 


Senator Monronery. Let’s amp fy that a il bit. In the general 
broad statistics you have quoted on the $200 million plus, would that 


vive cognizance of this origination of the parts in California, or does 


¢ 


hat ignore the origin of these California parts in favor of reducing 
] 


1 amount of phantor ) freight total that is fj ured in the S200 mil 


lion figure ? 
Mr. Herzoc. Sir. the $200 million figure is the result of the differ- 
ential as we found it to he.: pu ished by the imo. 


Ls 
Senator Monroney. As I understood in following your statement, 
vou took the general cost of parts found by the ICC moving on all 
cars from Detroit to the assembly plant, not giving any credit, be- 
cause Vou perhaps do not have as factual information on the other as- 
Se] ibly pI ts as you do in the California case. 


So therefore the $200 million figure you come up With it veighted 


somewhat in favor of the factory because of the absence of material 
ly plants which you detail for California. 


se of this $200 million figure that is actually 


y 


1 
i 


on al] other a 


‘ ? 4 1 


assume that these records are com- 
shipments and their actual origin. 
However, the ficure does not include. for example, such phantom 
freight as may arise from trucks. 
Senator Monroney. In other words, anything that is trucked could 


be of a lesser figure because that is all based on rail shipments and un- 
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automobile industry Is loval eno 
Portion hot to ce mplet Ey menoere thy 

i »parts to thei assenibly plant 

‘Orrect. 

} | 


0) 


Lit Ve 
Ig VOU know whether thre 
{hey move on a contract hauling 


rs Greeme would be 


We won't delay vou further. 


CO an ilyze wl rT credit had heen cons1de red On th) 


such » heavy percentage of parts in the California ar 


the $200 million fieure. , 

Mr. Herzoc. It has been in the $200 million figure. Tt has not | 
on the figures that we were forced to use by virtue of the fact that we 
have not the individual breakdowns for some of the plant areas. 

Senator Monroney. I see. But if the factories were able in an 
NLKB case to come up with such a definite figure, then it could be sup 
plied for this committee when we arrive at their testimony and we 
could expect that figure for their other assembly plants, would you 
not believe ? 

Mr. Herzoc. T would certainly assume so. 

Senator Monroney. Would you say that as a freight man who had 
studied statistical work for a long time? 

Mr. Hrrzoc. It would seem to me that the factory would have to. 

Senator Monroney. We hear it so often in this case that we poor 
members of the Senate can’t understand all the complexities involved 
in phantom freight, and that we are not even supposed to know any- 
thing about incoming freight. 

I assure you this committee has not spent 8 months in trying 
to study this dispassionately and factually with our staff and among 
ourselves without trying to take in all the components of the freight 
movement. 

We would be first class idiots if we assumed that there was not a 
transportation charge on the parts. Then when we acknowledge that 
to factory representatives—that we did realize that parts move in from 
other locations, the same as they move into Detroit—I am advised 
that a considerable percentage of parts used in the cars of today are 
not made in Detroit—there is incoming freight that runs on those to 
their principal factories, as well as to their assembly plants—then 
they say, “Well, it is just too complicated a thing for us to be able to 
break down. You just can’t get it.” As the fellow says “How do you 
get to the post office,” and the other fellow says “You just can’t get 
to it from here.” 

That is what we are told. But I can’t bring myself to believe that 
anyone who is smart enough to build a modern-day car with all the 
things that it has on it would not have the bookkeeping genius to figure 
this one out. 

Mr. Herzoa. In connection with that. the Automobile Manufacturers 
Association put out a picture of a map for a typical manufacturer 
showing by State the number of suppliers in each State. For this 
particular manufacturer there were something in excess of 20.000 


suppliers. It was very nicely broken down, giving the total nun her 
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pliers in each State for automobile parts. So I am sure they 
have ligures of some type. " 


ator Mi INRONEY. Let me Say before we leave this one phase 
Statistics are based, ] believe, on about a 1950 NLEB ease ? 
Mr. Herzoc. That is correct. 


i 


. these 


Industry westward, as 


a 


ator Monronery. The diversification of 


has grown by leaps and bounds and industry there has 


Is logical to assume that 1f General Motors were able to 
percent of t hie I ce there in 1950—that in the vear 1956. 
creat growth of California in industry and the protic ener 
ny of their n ote enployees—too nanny of whom came from 
ma, Tam sorry to say—it is perhaps a larger figure today rela 

vely than it was in 1990, 


Mr. Herzog. That would seem reasonable. 


sir, and the assembly 
lant system im general has been expanding very rapidly. If I may, 


ike to read a very brief statement here found in the Wall 
? 
ul, 


ld just | 


‘ { 


et Journa Friday, October YT, 1954, in which the phantom 
eloht S\ stem is dise ussed. | Reading: | 

Since the end of World War II GM has built T new assembly plants, all but 1 out 
side of Michigan. By the end of next year Ford will have started 11 


new 
assembly plants, all but 2 outside of Michigan. 


So obviously as the diversification takes place, it 1s only natural 
tO assume that supp yliers to these assemb ly Pp ylants would assemb!] 
around these areas. 

Senator Monronry. Those plants run about how much in cost, do 

vou know? Do you have any idea of the cost of construction of these 
assembly plants / 

Mr. Herzoc. 1 am sure they vary considerably. 

Senator Monronery. They are multi. million-dollar plants ¢ 

Mr. Herzoc. The Milpitas plant of Ford was stated in the papers 
at something around S50 million. 

Senator Monronry. So if there was not some economic advantage 
of assembling outside of Detroit, we would not be likely to find this 
growth and this diffusion on the assembly work; is that correct? 

Mr. Herzoc. That is correct. In the same article a Chrysler execu 
tive has charged that the phantom freight charged by GM and Ford 
have paid for mat lV of these new facilities. 

So obviously the ditferential is sufficient to warrant these multi 
million-dollar extensions. 

Senator Moxronry. He didn’t sav how many vears it takes them to 
pay that off ¢ 

Mr. Iierzoc. No.su 

Now let’s look at chart No. 2! itself, and I will present the 13 eX 
an iples lata oe that appear on this chart. The first column pertains 
to the example number; the second, the number of units involved ; the 
third, the make of automobile. Column A: pertains to the date of 
shipment: B, the weight of the units involved: C, oe amount of 
fre} fais fourth, the shipment of the un: assembled parts, or the compo- 
nent parts at the miscellaneous rate. 

Let me agaih ¢ ‘all vour atte ntion to the fact that this figure is exag 
verated because it does assume that all units come from Detroit. lt is 
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\ 
» which we had to rece 
‘omponent parts and apply 
that the miscellaneous rate 


77 1 1 
mibled, whereas the actual 1: 


wwkY. That is assuming all rail as well? 


If you will notice in column I, it shows the type of 


am sorry, Senator, I missed your point. It does assume 
for the component parts from Detroit: yes, sir. 

Ol NI NR hy In. other words, that would assume, then. t] 
ie parts could move either from within the Detroit area or from out 
side of the Detroit area to the factory in Detroit, and then be reshipped 
or relayed ? 


4 
ys) 


Mr. Herzoc. This is a possibility. 


Senator Monronery. In that case, then, the parts figure would be 


However, if they manufacture the assembled car and sell it 
freroht, then we must assume that the freight had 


iit been 
computed on the incoming parts with the f. 0, b. Detroit price. Would 
that not be the case? 

Mr. Herzoc. That would be so. 

Senator Monronry. So that is reflected in the pricing of the c 
f. o. b. Detroit? 

Mr. Herzog. That is correct. 

Column D indicates that all of these parts, for our purpose, are 
issumed to have originated in Detroit. Column E indicates the assem 
bly plant location to which these parts were shipped. Column F ind 
cates the cost of shipping the vehicle or the vehicles, as the case may be 


from the assembly plant, as assembled units, to their ultimate destina 
tion. 


al 


Column G indicates the location of the assembly plant. TT ts t] 


ultimate desination of the units. I is the method of actual transporta 


tion of the assembled units to that ultimate destination. J is the esti 


inate of freight charge paid by the manufacturer to the transportation 
lines 


This is the total figure which is the sum of C and F. 

Senator Monroney. On four cars / 

Mr. Herzoa. That is Correct, sir. IX is the amount billed the deal 
the manufacturer, and L is the difference between the amount billed 
the dealer by the manufacturer and the amount that the manufa 

turer actually paid for that shipment. In other words, Column IL 

phantom freight. 


Senator Monronry. That rail shipment of the finished and 
bled car from Kansas City assumes that it was moving four ear 
freieht car: is that correct ¢ 

Mr. Herzoc. That is correct, sir. 
itor Monronry. But that was the actual billing that von | 
een from the dealers. So that shipment did move by rail? 

Mr. Herzoa. That is correct, sir. 

senator Monnont ¥. As a& matter ot fact. doesn’t onh about | out 

ars move by rail? 


Y 
T 
\ 


Wey 


ierzoa. If my recollection is correct, and T am quite eertan 
8 percent of the shipments are made bv rail, approximat hy SQ) | 
the balance by water. 
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Senator Payne. Your truckaway charge on the second example, is 
that based upon filed rates, or do you know whether or not there 
is a contract agreement in connection ? 

Mr. Herzoc. Mr. Greene, I think, could answer that. 

Mr. Greene. That is a natural published rate by common carrier. 

Senator Payne. It is an actual published rate? 

Mr. Greene. Published rates by common carrier. It is not a con 
tract rate. Where a contract rate is shown, it is so designated. 

Senator Payne. It will designate it ? 

Mr. GREENE. Yes. 

Mr. Herzoc. I should like to point out, before proceeding, that the 

small reference numbers of these columns pertain to the reference 
explanations that you have before you. These are simply to indicate 
to you how the rates were obtained and whe re they are filed. 

Senator Monronry. They are all based on figures and statistics from 
tariffs filed officially with the Interstate Commerce Commission ? 

Mr. Herzoc. Precisely. 

Senator Monroney. Obviously, on the question that Senator Payne 
asked, that would be the filed rate of a common carrier 

Mr. Ilerzoac. That is correct. 

Senator Monroney. The dealer from whom you got this informa- 
tion had no way of knowing, because he had no choice of routing and 
he didn’t even know what the rate General Motors, in this case, paid 
the truckaway, and whether on account of being a contract carrier, 
rather than a common carrier, that it could be presumed that the actual 
truckaway rate could have been conside rably lower than the common- 
carrier rate. 

Senator Payne. That is the reason I asked the question. 

Mr. Tirrzoc. Yes. The dealer actually has no way of determining 
from the information he obtains whether the carrier is common or 
whether the carrier is contract. 

Senator Monroney. So in that case, the four Chevrolets on your 
omputation figured an overcharge of $194.62 for the difference be- 
tween the actual amount paid for inbound freight, plus common car- 
rier truckaway from the assemb y plant, Chevrolet in Kansas City. 

Mr. Herzoc. That is correct, 

Senator Monronry. That veut amount to something in the neigh 
ood of S46 per car. 

Iierzoc. Yes, sir 

If it is agreeable with you, I will just run through with these cases. 

Senator Monnroney. I believe I would read them all. There are 

yle in the press and 1 in the audience who are following this case 
and would be interested in knowing these specific examples which you 

edgue up. 

Mr. Henzoc. Also, sir, if it is agreeable with you, I should like to 
add one thing to the last column, to column L. In view of the com- 
ments that have been made with regard to the inbound freight at 
troit being caleulated as a part of the price, we have prepared just 
as a point of interest in each case a tab showing the inbound versus 
the phantom freight total, which Mr. Schattschneider will simply tag 
there as soon as | have finished the case. 

Senator Monronry. In your column K, that is the actual freight 
— assessed which you have seen on the invoices of the dealers ? 
*, Herzog. That is correct. 


}) 
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vrure. 


Senator Monroney. So there can be no question about that fi 

Mr. Herzog. There cannot be. 

Senator Monroney. The rest has to be reconstructed from known 
rates on file. 

Mr. Herzoc. That is correct, sir. 

Example 1 consists of four units, Chevrolets, shipped December 30 
1955. These are shipped as component parts weighing in the com 
pleted units 13,284 pounds. The cost of shipping the component parts 
1S oe - the distance, Detroit, Mich., to the assembly plant, 
Kansas City, Mo. 

The cost of shipping the assembled units is $239.91 for the distance 
from Kansas City, Mo., to Dallas, Tex., the ultimate destination. 
These units were shipped by rail. The freight charge paid by the 
manufacturer in total for component parts and assembled units, 
$403.48. 

The seller was billed by the manufacturer $544.50; phantom freight 
$141.02. The red tab that Mr. Schattschneider will now attach to that 
pertains to the statement I just made a moment ago. If the inbound 
freight is not considered here—I do not mean to imply by that 

Sen: tor Monroney. That would be misleading 

Mr. Herzoc. I do not mean to imply by that that there is any in 
bound tncighe charge. 

Senator Monroney. I think for the purpose of the committee, and 
accuracy, it would be better to merely read it or to fold that under so 
that you will still see the actual computation on the chart. We want 
to be completely fair and I know the NADA does; if you cover up the 
other figure completely, we might be getting a distorted view of it 
That 304 figure would ¢ omp tel ignore the inbound freight. 

Mr. Herzos. That is correct, 

Senator Monronry. In the case of California, for example, then, 
where approxitnately 50 percent of the parts were made, the difference 
in the 2 figures — be cut about in half. 

Mr. Herzoc. Correct. Example No. 2,4 Chevrolets shipped Decen 


) 


ber 13, 1955, total weight 13.214 pounds. Cost of shipping the com- 
ponent parts, $163.53 trom Detroit to Kansas City assen 8 plant. 
The cost of shipping the assembled unit, $164.80 from Kansas City 
assembly plant to nid, Okla. 

These four units were shipped by truckaway. The total cost of 
freight to the manufacturer, $328.13. The dealers in this case wer 
billed $512.75, and the phantom freight amounted to $194.62, 

tinier ‘de atin: agg cea lord 

Senator Tuursonp. As long as this is up there, you might state ju 
what the $347.95 is, for the record. 

Mr. Herzog. Yes. sir. The $547.95 assumes no inbound freight cost 
and therefore, it is the amount shown in column C for this in| ound 
freight, plus the amount shown in column L 5 5 been freight 

, ) Tl i Ie pped LD thea 
Shipping the ¢ ponent paris, > 


“Oi i Ford 


The cost of hy plage thre 
AT y 1 
Mo... to Denv 


ie amount paid in total frei 
mat uf; cturer, S1LL5.95. a hy alnotunt billed Vv t 

the dealer, $140.50. The amount of phanto1 ! 

$26.65. 
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~f p { ! ua Ww id | woot the hi halle 


Vth et 7OG, | it rect. W tools thi hrost popular model Ford 


} ) j j 
Oors ! wait raved = » pot Cis 

f 1 i + 1 | > } 

( ( ~ ( 4 e} ( fllad cos oT s } yno ne con 


t y th nufact for shipping the a mibled { 
Pheu t moved bv true lk Wav. the cost to thie nanutacturer total 
rht. s1PS.55: the amo t billed thre dealer. st ov. P| anton 
r| } mnt, S16.95 Phe 153.40 shown on the tab again assumes 
a) mD und freioht 

| nle No. 5. 1 Ford moving December 30, 1955, 3,345 pounds 
| f shipping t component parts, 849.62 from Detroit to 
rm) e. Ga Phe cost of shipping the assembled unit, 545.67 fron 
1) ville. Ga... to Mian, Fla Phe unit moved by trucl The tota 
ost to the Tactory, } Phi ul billed to thy ie ler. S141 
lifferential or the untom freight, $47.71. The tab shows, agaii 

the assumoptis yf no inbound freight. 
Example No. 6, one Chevrolet, shipped December 30, 1955, 3,160 


Senator Monroney. Is that the actual weight on the Chevrolets 


hat were shipped, or is that another average figure for a four-door 


Mr. Hrrzoa. No, sir. That 


is the weight on that particular car, al 

: on the west 

coast. for example, of having a flat charge, but Chevrolet varies to 
creater degree than Ford in that particular instance. 

The cost of shipping the component parts, $46.97 from Detroit 

Vi h.. TO Atlar Ta, (Gra. The cost of shipping the completed car, $87.4 


from Atlan ta. Ga tO Miami. Fla. 


though in some areas Chevrolet also uses a similar system 
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The unit moved by truck, total cost of freight to the manufacturer. 
$154.32. The dealer was billed $142.25. Phantom freight. $7.93. The 
tab, $54.80, assumes again no inbound freight. 

[ would like to make mention on several of these figures. vou w 
note that there are some that are quite small. {t must be ren mbered 
In all instances that the column C still is based on the assumptio 
that all parts originated in Detroit, and the phantom-freight fieu 


of course, would be enlarged by the actual situation, the actual freight 


rate applied to the component paris originating in the area around 


the assembly plant. 
Senator Monron} y. Oreven trom parts ot i@inat in) 


in fndlianapol 
or Toledo or places nearer, or rather, in line of tran to the mb 


plant. 
Mr. Herzoc. That is correct. 


Senator Monroney. It would be reduced because obviously 


movelnent trom fndinnapolis to Detroit as a free on board pr 
taken care of in the price. 

Mr. Herzoc. Correct. And also. where it would be eaper to shi 

ese COMpPOhenl pats by truck. as is sometimes the ense. 

Ie Lallipie No, thee l Ford shipped December a0. 19d): wel hy . ome 
pounds: cost of hipping the compone nt parts, 549.62 Tr Deti 
Norfolk, Va. The cost of shipping the umit from Norfolk, Va 
Columbia, S. C.. as an assembled unit, 855.47. The unit mo, 

truck. total cost of freight to the manufacturer, 8105.09 

The dealer was billed $8114.50. Phantom-fre mht amount, os) 
Phe Sh! »>show onthetabas 1th) no mnbo nd f: iF] 
| Kill le No. § | Kord shipped | Der fy TQ 
a}yt 1] ost of shipping the cor ent pra S49.62 
Detroit. Mich.. to Atlanta, Ga The cost of shipping the unt ( 
Atlanta. Ga.. to Columbia, S. C.. $37.21. Th mn nssemb 
Phe unit moved truck. The cost of total f ht to tl 
r. S& The amount the dealer was billed, Si14 . different 
of 827.67 
The 877.29 shown on the tab assumed no inbound f eht « { 
Example No. 9,1 Plymouth automobile shipped on Novemb 

: } ta welreht of 152 pound The ce tors! yppine the comp ? 
parts, $25.97 from Detroit to Evansville, J | Che eoest of } 1) c 

he unit 4 Ivansville, Ind.. as a completed unit, to Dallas, T 

( , 

rl init moved by barge and truel The total cost of f1 ht 1 
e menuifactnrer. SLO6.6 Phe amount billed the denier. SivO 
Phe differential. $14.28. The tab indieates 840.25. which is based 
inne that there] no inbound freight Ost 

ex mp! NO. a Plymouth ship ect December 3.1955, at aw 
if 3.551 pound $27.95 is the cost of shipping the component part 

ah 1 Detroit to the | } seville. I) a: ‘ ssembly plant. S(O. wast 

| cost. of s ppine the assembled um it from Kvansville, Ind... to I: 

| ()1x] The unit moved by baree and tru K. The total eost of tre r 

| oO the ma itacturer was SLO] Li. The dea] in Enid, OkK1a., 

i billed 8121.64. The phantom-freight amount, 820.17 

Assumll Y no inbound freiaht, the feure on the ta \\ ld be S4 

(‘ase No aid Plymouth wutol iobile hipped N Velnber [fo Seed t 
a weight of 3.522 pound he cost of s Lippi Y the component pa 
was 827.54 from Detroit to thie assembly plant in kvansvil e. | cL. | 


{oe ( nt 7 1 
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cost for shipping the assembled unit was $26.01 from the assembly 
plant in Evansville, Ind., to St. Louis, Mo. 

The unit was moved by truck. The ne freight cost to the manu- 
facturer was $53.55. The amount billed the dealer at St. Louis was 
$64.11, a differential of $10.56. Assuming no inbound freight, the 
tab reads $38.10. 

on in — No. 12, ] Plymouth automobile shipped December 9, 1955. 
We l@ht, 3.415 pounds. The cost of shipping ate col eo parts, 
P20.02 ae Detroit to Evansville, Ind. The cost of shi Ip ping the com- 
pleted or assembled unit from Evansville, Ind., £61.96 to the destina 
tion mn KKansas City, Mo. 

The unit moved by truck. The total freight cost to the manufac 


turer was $90.48. The cost to the dealer in this ease was $91.60, a 
ferential of $1.12. Thetab in this case would read $29.64, assuming 


1 


ho 1 bound freigh re 
Case No. 13, 4 Chevrolets ship pi d November 4. 1955, total weight of 
LOO poun ls. The cost of ipp! ing the ne parts, $109.35 
rom Detroit { » Tarrytown, N. Y. The amount to s hip th ie completed 
its from Tarrytown, N. Y.,to Lewiston, Maine, $ 162.49, . 

The units moved by rail. The total freight cost to the manufac- 
turer, $271.86. The total amount billed the dealer in Lewiston, Maine, 
$327.50. The amount of phantom-freight, $55.64. Assuming no in- 
bound freioht, the amou it would be $165.01. 

Senator Monronry. There are two questions I would like to ask: 
One, on your estimated inbound freight from Detroit, assuming that 
50 percent—vw hich is just a figure I am pulling out of the air—of the 
parts originate from ~~. of Detroit —— and that that freight 

ng is comput ed in the list price of the car free on board Detroit, 
actually if the parts were routed agai asse nibs plant not unloaded and 
then panies your rate would be consider: ably less than that which 


vou are forced to use, lacking the other figures; is that not correct? 
Mr. Iuxz0 G. That would seem correct; yes, sir. 
Se r Monroney. In other words, if the frames originate in Pitts- 
burl the price from Detroit to Pittsburgh would be computed from 
Detroit, but if the parts actually moved from Pittsburgh even via 


r 

Detroit, and merely made a stopover 4 there for the purpose of taking 
out 2 or 3 frames, and then continued to cae City or San Jose or 
Atlanta, your rate would perhaps be no more than the rate which 
you — from Detroit now. 

Mr. Herzoc. That seems reasonable, sir. 

Senator Monroney. In ratemaking, ordinarily, you can go a cir- 
cuitous route, and still the rate hasn’t become more. 

Mr. Herzoc. That is correct. 

PR ao Ne RET. Sop ticularly I would think your combination 
rate from certain origins of parts in the east beyond Detroit could 
arrive at Seanesile-cs or Kansas City or places like that which might 
not be substantially more than the rate into the factory itself, which 
is already taken care of in the list price; is that correct ? 

Hirzoc. Unfortunately we are in no position 

Senator Monronry. But it would be more advantageous to the 
factory to show a lower phantom freight than that which would ac- 
tually run had parts come into Detroit and then moved on out with 
merely a stopover for unloading a few parts. 
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Mr. Herzog. It is entirely possible, although I am inclined to think 
of course, that the factory is unlikely to bring a shipment in and 
unload a few parts. 

Senator Monronry. I said even then the figures would be in favor of 
the factory in reducing the phantom freight shown, even if that were 
the case? 

Mr. Herzoc. Yes, sir. 

Senator Monronry. Lacking other statistics at this point in the 
hearings, which I am sure the factories will help us to correct, and 
with more adequate information available to you or to the committee, 
we can perhaps compute on these self-same examples a rather good indi- 
eation of what the actual freight paid incoming and outbound was, 
including their contractual relationship with contract carriers instead 
of the ICC common carrier rate. I would assume that the factory 
could tell you to the penny. 

Senator Monronry. Is there any difference in the common carrier 
rate by truck for a full load—I think it is about six vehicles—or one 
railroad carload. 

Mr. Greenr. There are differences. Sometimes they publish ar 
on 1 unit and sometimes on 4 units. But the normal procedure is on 
a muinimum-weight basis. If it is 12,000 pounds, if they can load 4 
cars into that, that is the rate it moves on. 


ate 


Senator Monroney. I was just wondering what the basis was you 
took ohn your common earrier trucking rate, whether it was for | 
car or for 4 or 6. 

Mr. Greenr. Usually it was on a four-car basis. We took : 
load rate. [would like to point out one thing here. I was asked be 
to point out a contract carrier. That Doraville to Miami movement 
on example 5 was moved by a contract carrier. 

Senator Monroney. ‘To try and keep the record absolutely straight. 
ind not be unfair in our presentation—which I know you do not wish 
to be, and ] either does the committee M » should have some example 


and | would lke you to put a chart in the record at least, showing : 


backward movement trom the assembly plant row ard Detroit. T ne 

11) all these cases vou are continu he the direct movement f1 ( 
- 0 j 1 } . .  - * Lan : } - . Bs 

pliant. naoubdter Ay the wussem Dy } lant will serve som rea DvD 

toward Detroit. In that event there will be some statistics that would 

perhaps show that not only would the phantom freight be reduced, 


ld be a possibility of even the Detroit reight actualh 
] 


brut there wou { actua 


charged being less than the actual freight from the assembly pl: Ni 
to the consumer when it is back-shipped. 

Mr. Henrzoc. Yes, sir; we can prepare such an exhibit for you 

Senator Monroney. You may proceed. 

Mr. Herzog. Now let us turn to chart No. 3. All of the examples 
on chart No. 3 are of through movements. Some of these examples 
relate to through shipments of finished cars from the manufacturer’ 
main plant to the dealer. Others relate to the through shipment of 
parts from the manufacturer’s main plant to an assembly plant. 1 
the latter case the car after assembly is delivered to a dealer located 
in that assembly plant city. 
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Mr. Hrrzoc. Again the first column pertains to the exampl 

Senator Monroney. These are actual examples again ¢ 

Mr. Herzoc. Yes, sir, The second. the — “g ot units involved 
The third. the make of car. Column A, the date s hipped. Column B. 
the weight. Column C, the point of origin. ee state, the point 
of origin may be the point of origin for component parts, or of cori 
pleted passenger cars. I will comment on that as I proceed throug! 
the cases. 

Column D, the point of termination. Column E, the amount of 
freight assessed the dealer by the manufacturer. Column If, the 
_— t of freight paid by the m: _ icturer to the transportation line. 

Column G, the method by whic] the shipment moved. And column 
H, the amount of overcliarge or p i antom freight. 

The first Stimaiahe ouuicie 60 aa Ford, dined Decsnben BO. L955. 
at a weight of 3,345 pounds. ‘This is a shipment of parts from the Di 
ee ee Phe dealer in Dallas 
Tex., was billed by the factor y, 154 for the de livery of that vehicle. 
The total cost to the manufacturer for the shipment of the component 
parts, $66.84. The unit moved by rail. The differential, $67.16. 

Senator Monronery. That is for a dealer taking delivery in Dallas, 
Tex. / 


Mr. Herzoa. Taking deliver 1 Dallas, Tex., ves. sir. In each case 
the delivery is taken here in the termination city, which may be an 
assembly plant city or may be otherwise, depending on the shipment. 


Senator Porrer. iaciancul-oil iain slant 

Mr. Herzog. No, sir. I will comment on that as I proceed through. 
Perhaps that will make it simpler. 

Example 2, one Studebaker shipped November 28, 1955, 3.450 
pounds. This is an assembled unit originating in South Bend, Ind., 
eoing to Enid, Okla.. a nonassembly plant citv. The dealer in Enid, 
Okla.. paid S154 in _ livery charges for that unit. The total cost to 
the manufacturer of delivering this assembled unit, which was shipped 
by truck, S194.02._ "The differential « x the phantom freight amount, 
L998, 

Senator Monronry. How do you get the $124.02 

Mr. Hazoo, ‘That is the actaal cost of chipping tha unit, 

Senator Monroney. That 1s what you would have paid the truck 
man on the filed rate with the ICC ¢ 

Mr. Herzog. That is correct, si 

Senator Monroney. The contract carrier would be perhaps lower if 
the factorv had some kind of an arrangement / 

Mr. Herzog. Yes. Fen re eee Tagsees SESE OR. 

xample No. 3, one Chrysler shipped December 6, 1955, 4,500. An 
assembled unit shipped from Detroit to St. Louis. delivered in St 
Lonis. The dealer was billed $77.30. The factory paid in transporta 
tion, $77.14. You have a differential here of 16 cents 

Senator Monroney. You mean vou estimate that the factory paid 
$77.147 

Mr. Herzog. That is correct 

Example No. 4. one Pontiac, shipped November 18, 1955, at a weight 
of 38.105 pounds This unit origmated as a complete ass mibli WW 
at Pontiae, Mich. It was shipped to Fargo, N. Dak. 


« 
i 
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In Fargo, N. Dak., the dealer paid $128.24 for delivery of the unit. 


Che factory paid $105.21. The unit moved 


SO 
ss () 


by truck, a differential of 


) 


‘ ar — y ~ } . a ° 
Example No. 5, one Nash, pped December 26, 1955, a weight of 
> (2A a ) : ! I ty: 
054 pounds, originated at Kenosha, Wis., was shi pped as an assem 
bled unit to Columbia, S. C. The cost to the deaior S118. The cost 


of shipment to the manufacturer, $114.06. A differential of $3.94. 


SIX, e Ford, shipped December 30, 1955, weight, 3,345 pounds, 
originating in Detroit as component parts, which were shipped to 
\lameda, Calif. The cost to the dealer in Alameda. Calif.. $143. The 
ost to the factory, 8116.45. Phe component parts moved by rail. The 
differential, $26.55 } 

Senator Moni On that, the component parts moved by rail. 
That assuming a K. D. rate instead of an assembled rate. 

Mr. Herzog. Sir. Q ming the miscellaneous rate. As I 

ntioned before on the oth hart, the miscellaneous rate 1s about 

tual d ntial ex] ted by the IC( 

Sel MIONRONT But he assembled car had moved from 
Det Olt te Lia eca, t would } ive { iken a rner ] ite than that S116, 

j 

\}1 I [ ( ! Ie Ny No (. OM Ford hipped 
1 ! j ) I ( if Lh pounds Shipped Trom Detroit. 
\ i CO] { i S oO TI Ka \ Ly] assembly plant inh 
M : 

P| ost to the dealer of receiving the assembled unit in Kansas 


WIty, Mo., was 390.50. The cost to the manufacturer of shipping the 


TN} ent parts, $41.34. ‘J he Col ponent parts hi oved by rail. The 
amount of phantom freight in this case, $49.16. 
i Fim ie No. Ss one Le dee, hipped December ue 19: ». AT A weight 


of 8.566 pounds. This unit moved as component paris from Detroit, 
M hss TO Los Angeles, ( alif.. where th re is an assembly plant. fi he 
aeaier there paid 8159.55 for delivei v of that unit. a he cost to the 
manufacturer was $124.15. The component parts moved by rail, a 
ferential of 835. 

9, one Chevrolet, shipped December 380, 1955, at a 
oht of 3250 pounds: h pped as component parts from Detroit, 
h..to Atlanta, Ga. 

Che dealer in Atlanta. Ga., paid $108.50 for the delivery of the 
assembled unit. The manufacturer paid $48.20 for the shipment of 
the component parts from Detroit to Atlanta. The component parts 
vere shipped by rail. The differential, 560.50. 

Example No. 10, 1 Ford, shipped Saale 30, 1955, at a weight 
of 3.345 pounds: moved as component parts from Detroit, Mich., to 
Noi folk, Va.. assembly pla unt. The dealer in that citv paid $83.50 
to obtain t] e assembled unit. The cost to the factory of shipping com- 
ponent parts from Detroit to Norfolk was $49.62. The component 
parts moved by 1 vie a differenti: of $33 

Exan nple No. 1 Plymouth shipped December 3 0, 1950, at a weight 
of 3,325 pour ds: wowed as component parts lig Detroit to Evans- 
ville, Ind. The dealer lo ~~ n Evansville, Ind., paid $59.80 de- 
livery cost on the assembled 1 nit. The manufacturer paid $27.54 for 
ship pin g the component parts from Detroit to Evansville. The com- 
ponent parts moved by rail. The differential, $32.06. 
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ee No. 12, 1 Ford, shipped December 30, 195: ,» AC a Welgnt 
of 3.94 » poun Is: com ponent parts were moved from De ttroit, Mi i 
4 R N \ rm) : l ] | , 
LO uti alo. Pa. ‘= ihe cost to the deater accepting delivery in | 
1] s 


N. Y., of the assembled vehic le, $47.40 The cost to the manufacturer 
of shipping the component parts to Buffalo, N. Y., $20.33. These 
parts moved by rail. The dilferential, $27.17. 

Ie an ple No. to. | Chevrolet shipped December 30. 1950, ata Welgnt 


of 3.345 pounds. Originated in Detroit. Mich.. as component part 

Moved to Tari — N. Y., to the assembly plant. The dealer lo 

cated in Tarrytown, N. Y.,. paid fe en ee ea T) 
i 


‘ost to the manufacturer of moving the nponent parts from 

tr it, Mich., to Tarrytown, N. ¥., wa $9771. The shipment was by 
il, a differential of $47.04 : 
senator “Monrones Let me get th traight In all of th S 
Ly f Enid, Okla.: Fargo. N. Dak.: Columbia. S. C.. vou at 

Ty Ce \ ith the eXC¢ O] of tnose three } : wh t the dealet } 
10Sse ibly « es had to pav in phantom f1 ht over t] rr¢ { 


Mr. Herz te That is correct, sir. 
enator Dianne: In the thi e cases of Enid, Fargo ind { 
sc olin dene showing that even on a direct factory shipm nt, thev are 


’ } aa i. Gi st of mov y that y mild b | t 
orrect ¢ 
Mr. Herzoc. Y« 1 
4 


* Greener. One correction: It is really four cases, Senator—Enid, 


| 
St. Louis, all those truckaways are all direct movements 


Senator Monroney. St. Louis does not have an assembly plant ? 

Mi Hi RAO ‘ : if aoes : 

Mr. Greene. It does; but that particular one is a direct movement 
of the assembled unit. 

Senator Monroney. In other words, vou could assume, particularly 


n these place where the assembly pli int is located, that the dealers 


there or perhaps the dealers within say a 50- or 75-mile radius have 
icquired and saved their customers an amount ranging from 567.16 


per car, varying downward then to 16 cents per car? 
Mr. Herzoc. That is correct. sir. 
Senator Monronry. How far around Detroit does the absence of 
freieht oo Have vou looked into that ? 
Ti. (aR ENE. No, ir. 
enator Monronry. How far off are the dealer 
without anv freight in the Detroit area? 
Mr. Herzoc. There is no area in which the dealers do not have some 
charge. 
Senator Monnronry. He has a delivery charge, T understand, from 
the factory for picl ng up of S5 or some amount like that. 
Mir . in RZOC, That iscorrect. 
Senator Monronry. But how far do the factories permit dealers 
to pick them up at the factory gate? 
Mr. Herzocg. Tam afraid I am not in position to answer that, si 
Senator Monroner. Perhaps the manufacturers will help us in 
showing grap! ically a circle of what their radius is of delivery, less 
freight, with a delivery charge, and what those delivery charges 
amount to. 
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t |! 1 a a 4 ! 
Mr. Lik-RZOG, \\ Ith regard to your statement on the assembled ubits 


. lal) y } 7)? a > ] ; ‘ 
lei Were delivered, for example, in nid, Okla... there 1s this statement 
Oh page 104 >of the Federal Trade ( MIMIssion report on the motor 
I 
Ver ( NH i! vy. Which J WOUIC TUSI like to read: 
Pransporteatic echarves in excess of the actual ar 7 naid annarentlyv are 
I mary n : or Ul actual amount paid apparently are 
nhlined to deliveries from the assembly plants 


I think that points up thie tact that there is phantom freleht, not 


, 
OMLV a i result OT s Ipping component parts but aiso on the shipment 
Of the total unit Trom the main plant. 
Senator Monroney. That was a report going back to 1938 4 
\ir. Herzoc. Yes, sir. 
Senator Monronry. So this matter has been before the manufae 


urers since LD58S 4 


Senator MONRONES I beheve that report did make adverse findings 
as to the char: 2 


Mr. Herzog. May I read a statement on that particular point, and 
I thin lt to the credit of this committee that it has undertaken 


ot freight that was not actually paid, 


this study. 

Again quoting from the Wall Street Journal of Friday, October 22, 
1954, with regard to the FTC study 

rhe FTC alleged that an excessive profit accrued to carmakers due to a differ 
ence between the amounts charged for delivering autos to dealers and the actual 
cost of transportation But the ageney decided the problem was too complex to 


iandle since it would involve a study of freight rates, cost of assembling Cars at 
factories, and branch plants methods of billing, and so forth 

It has been apparent in the specific cases which we have just pre 
sented to vou that the manufacturers involved in those cases charged 
as freight and received from the dealer an amount in excess of the 
actual cost to them. This is the phantom freight we have been 


It mav be said by the manufacturers that phantom freight is an 


accepted practice in the industry, an integral part of their pricing 


struct ure, and a necessary source of revenue. 

We do not presume to tell the manufacturers what their profit per 
unit should be. However, we do contend that charging a customer for 
an imaginary, nonexistent transportation charge is misleading and 
decept ve, 

We believe that the customer is entitled to an honest statement of the 
charges involved in the transaction. 

Furthermore, phantom frei it creates unfair competition among 
manufacturers. Those manufacturers with farflung assembly-plant 
Systems are able to chal re phar tom freroht and thereby der ive oreater 

» not have assembly plants. The advantage 


profit in those whieh de 
A ° ‘ . ) . . } a 
gained by increased profits and greater capital embody all those benefits 


that go w ith size and wealth when the larger and wealthier are com pet- 


ne with the smaller and less wealthv. 


In the hearings before the ICC on May 25, 1948, in the case of the 
Chrysler Corp., et al., versus the Akron, Canton & Youngstown Rail- 
road ¢ orp., et al., Mr. Floyd G. Sease, assistant general sales manager 
of the Nash Motors Division of the Nash-Kelvinator Corp., was asked 


the following question by Mr. McCollester of the Commission: 
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If the freight rate differences are such as to enable General Motors and Ford 
to make a profit from transportation which is denied you is that a matter of 
concern in the competitive situation ? 


M r. Sense answered : 


Yes, sir., it is, because any source of income that one manufacturer has tl] 


the other one does not have is of much concern to the manufacturer who does not 
enjoy that privilege 


by his manufacturer and the comparative low cost of tow-barring 01 
driving away such vehicles by purchasers from bootleggers has created 
a traflic in vehicles which are sold in competition with the franchised 
new car dealer. 


The difference between the freight charged to the franchised dealer 


1] ] ly] 


These bootlegge d vehicles are generally represented to the pubire ¢ 
being new vehicles or b) the use of such terms as “current” models are 
implied to be unused units. Actually —_ vehicles may have been 
driven eredaeine even cciemmicel miles under conditions which are 
harmful to the vehicle. 

[t is the position of NADA that the best interest of the pub lic will be 
served by the discontinuance of the practice Of charging plant 
freight. It is our sincere hope that the service which this committee 
has performed 1 1 bringing this condition to the public attention will 


be the first Atacneliniaatiom i 
senator Monronery. I certainly agree with vou, Mr. Herzog, that 


it does not only present somewhat of an unfair condition and per 
haps leads to further concentration in the hands of a few of the aut 
mobile manufacturing companies, but does it not also give a windfall 
if the freight charges necessary for the adequate profits to the fa 
tories @ives a windtall to those living In or near the Detroit wea, 
does! “t it )) nalize every ear buver in Maine and Oklahoma at “ye 
Carolina, California, and Denver and Mobile and throughout the rest 
of the country 7 

Can you defend takine the absence of a freioht charge in the Detroit 
1 


area, and then penalizing all other customers, not only because the 


ire distant from the factory, but loadine phan om freieht on them such 
as vou have so eraphiecally shown here on your chart 7 


Mr. Herzoc. Ieannot defend it. 


se nator Monroney. That I think is one of the things that this com 


ittee Is interested in the consumer. We think the consumers are 
vetting socked for t free load) Woe deal for the automobile uSsel 1h} the 
Detroit area, as well as this absence of freight creating the fornta 
he 7) not the only one, but one of the bigegve t fountainheads for the 


“eet of bootleg cars by this very factory policy in establishing, 
continuing, an Leo tinuing to defend, the bootleg market. 

One statistic that I got in California that wrapped it up—and I 
think we should repeat it again and again and again—is that while 
twice as many new cars are registered each vear in California, that 
the dealers in Michigan take as many cars from the factory as do the 
denlers in California. which would indubitably prove t] it ho 
cars are finding a market in other States in competition with othe 
franchised dealers, and that the favoritism shown to the dealers and 
to the customers in the Detroit area infects the whole industry with 
this bootleg virus. 

Until that is corrected in someway, I don’t see how you are ever 


] 


gol YjtTomake a bootleg law of any character vork, because you! far 
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tory is holding up this nice little plum to be picked by any dealer who 


wants to drive one and tow one across the entire width and breadth 
of the United States. 


T) 


ere 1S no use for us to approach bootlegging, I don’t think, until 
} 
we 


1ave the cost to the franchised dealer at least competitive for the 
freight distance on actual freight on a uniform basis. I am not talk- 
ing about uniform freight. I am talking about every dealer paying 
the freight it costs to get that car to his market. and no more. 

Senator Porrer. May I ask a question / 

Senator Monroney. Certainly. 

Senator Porrrr. Assume that Ford and Chevrolet stopped the prac- 
tice of charging phantom freight. By so doing they could then sell the 
cars cheaper by $40 or $50. Would that not be a detriment to the com- 
petitive position of Nash, say / 

Mr. Henzoc. Senator, I find the question very dificult to answer 
for this reason, that I am not positive as to what reaction the factory 
would have to making the change or how it 


would go about making 
these changes. 


Certainly the indications are not that it would be a complete elimi 
nation of X amount from the cost of a car, but rather some adjustment 
in their pricing method which perhaps is long overdue. 

Senator Porrer. It would seem to me also that—and TI am just 
throwing these questions out as a result of your testimony—that if this 
practice were eliminated, it would work in favor of the large com 
panies who had assembly plants all over the country. a 
Mr. Herzoc. I am inclined to think, sir. that the elimination of the 
pra tice we uld be to the benefit of the smaller firm for th reason 
that—and here I am going to follow along with an assumption—that 
the manufacturers would adjust the price of the units in such a man- 
ner as not lose whatever profits thev felt wer necessary. 

Certainly it 1s not for 1 to determine their meth ls or what their 
yrofits were, but I think it seems fairly reasonable to assume that they 


} ; 
h 
1 


ave a profit figure which they believe they need in order to operate 
hel businesses. 
Thi bei SO ’ 

Senator Porrrr. In other words, you don’t believe that by elimina- 
tion of the phantom freight. that the customer would receive the bene 
fit from that. Ae : 

Mr. Hunzoc. Let me put it this way, Senator. I rtainly don't be- 
lieve that the entire phantom f ‘ejoht amount would be eliminated. 
But th S is not for me to say. This is simply a pe rsonal belief. Lo 
the degree that the adjustment would take place, the independent or 
the smaller plant woul | benefit to that degree. ; f 

Senator Porrer. It is your contention that it is part of the profit 
increment of the con pany, an | whether it 1s phantom freight or in 
their percentage of profit, it would not matter. If the phantom freight 
were eliminated, of $50 for a specific car, the customer we uld receive 
that car for $50 less. 

Mr. Herzoc. Let me put it this way: It is not so much a question of 
mv intention as to that taking place. as it 1s the historical i of 
what took place during the recent adjustment. That is the only basis 
that I have for judgment. 
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Senator Monroney. You are familiar with the adjustment with 
charging no more freight than 1,200 miles of General Motors, and I 
think it was 1,000 miles, wasn’t it, of Ford ? 

Mr. Herzoa. That is correct. 

Senator Monronry. I have here a diagram—lI am sorry it is not 
blown up, because I think it is a rather important diagram—showing 
the cutoff point on General Motors. This goes down almost to the 
west boundary of North and South Dakota, then, and Kansas, New 
Mexico, and then cuts Texas about in half—which would be a darn 
fine thing, if it could be done legally. 

You will find the eastern half of the United States here is still 
paying the same freight they were before. The other half was reduced 
so no more freight was charged than for 1.200 miles. But all of the 
people, both here and in the case of General Motors. for example on 
a Chevrolet sedan, are paying $20 additional more in the list price 
of the car to take care of this adjustment out west. 

So we suffered from the adjustment and cars today cost more in 
Oklahoma and Louisiana and Arkansas and many parts of the country 
than they did before the freight adjustment was revised downward. 

I think in trying to ameliorate some of the terrific complaint that 
was coming from phantom freight on cars that were made in the 
bay area in San Francisco with a $280 freight—loading that on to 
the San Francisco Chevrolet dealer—they did reduce it to about $145 
freight for the same car that is still made in the bay area, with 57 


pe reent of the parts m ide in the bay area. 

So they not only made an adjustment from a staggering phantor 
freight load Whi vb lf 1s only a half aA stawaore rine loa | todav but 
the rest of us in the rest of the country are socked $20 a car to take 
care of that tip that they gave, or the adjustment that they gave, 
in the bay area W hen it is Just as close, I venture to guess, to the per 
centage in parts as the Detroit area iS. 

It seen - to me to be completely indefensible. IT am von ao be 
very anxious to hear the factory’s side of this story because I am 


ure there must be more than what we have been able to find in 8 


* 
months, that would justify their saying “It has always been that way. 

We used to have running boards on automobiles, as Freddie O#] 
writes about. We le n't have th m any more. Lots yf hana ive 
occurred in the model of cars from the Stanley Steamer and the model 
T days. 

But nothing has oecurred to change the freight pattern on free 
on board Detroit, although their manufacturing patterns, as you | 
graphically shown in your distribution and your assembly plants, has 
changed dramatically. 

Am I correct, Mr. Busby, that there has not been any freight reduc- 
tion in this area beyond this point ? 

Mr. Busrsy. You are correct. 

Senator Monronry. They pay the same freight, phantom or other 
wise, through the rest of the United States excepting the southern 
tip of Florida which got a few pennies difference I expect—1.2 
miles. 

Mr. Bussy. That ismy understanding. 


lave 
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Senator Monronery. But eve rybody in the 48 States, including those 
Linat ho freioht reduction, were raised S2ZU on the list price ot 

; ae 

Mir. Buspy Pha nny derstandimne 

mena VIONKON] ) Lnd the ford in that ‘ase would be the mile- 
Lo s 1.000 miles on Ford. 

Vir. Buspy. Approximately 1.000 miles from Detroit. 

Senator Monroney. And Ford cid it first, did they not / 

Mr. Buspy. Yes,sir. 

Senator Monroney. Then strangely, after all these vears, General 
Motor 11) lly did the same thi io, li must not have been an LipOs- 

le thine 

Mir. Herzoc. Set ator, 1f [ may make yust one comment on the ques 
on Ssehnatol Pottei as ced with regard to the ett ; of the advustiment 


Hh 
I 
hie 
pila 
P 4 
A 
Oil} 
1) 
pha 
~ 


sen 
dol j 
ire all 
Theol 

sO 
the N: 
tne nie 
now 


nation of phantom freight on the Independent manufacturers. 
ously, NADA has been very much concerned with that problem, 
larly Admiral Bell Some 21 » Vears ago 1n thinking about 

Dif \ Tt having piahntonmi ire oly eliminated, be asked the 
cutives of Studebaker, Chrysler, Nash, and Packard if an anti 


HH RZ 
itor Mi 
Na Pre 

; 
owed fe 
V treig 


ight move by NADA would be injurious to them. 


at time their statement was to the ellect “Go ahead, we will take 


{ 1} ; | : 
Maicating hat they were not at all averse to having 
rht eliminated 
¥ ] ! . 
YVTER When was this question pi pounded by Admiral 


1 
Te About 2? » Vears ago, sir. 

7 4 ] 1 » 2 it i 
NRONEY. | think Mr. Romnev’s statement was that they 
i = ‘ 1 : ry) j ] 
phantom Trele@nt now, It iS actuai frereht. Phe dealers 


rejuit | + . yey] | a les ler pay Neri hy 
yroute DY Truck, rall, Ol arge. phe deater pavs actually 


ht that runs. 

of pirat tom freight coming in favor of the factors in 

. they actually subsidize the freioht to the ¢ alifornia and 

ant poin s. So as far as phanion i freieht is coneerned 

| that factory absorbing, rather than collecting freieht. 
In other vy ords, the dealer } avs no more freight than the actual freight 


- 


’ 
el 


Te, | 


] 


tory to his city, and if it comes by truck, he pays that 


f it comes by rail, he pays the rail freight. it it woes 


200 or 1O000-n le | Nii Nash p eks up the tab on the rest 


rer. Are there any cases where a freioht charge is less 


1 5 , ee 
than the actual freieht cost ¢ 


Mr. Herzog. Senator Monroney asked a short time ago for an ex- 


hibi 


t 
t 


Cll 
iSsiun 

TO S&S: 
ePTTA 
1] 
Li 

' 

by t 

r 

i +) 

{ 

if 


h 


would indicate, for example, assume a theoretical case, 


in automobile from the assembly plant, let’s say in San 
the State of Was} oto) 


it is very difficult for me to answer your question ac 
s: If we take all component parts from Detroit and 
nent paris have been shipped 


‘sco and then the completed unit moved to \"\ ishineton, 


there] ! ! 0 oO} 
r } } : ] 
[am not ina pe nto say what the differentip) woul 
} 17 . 4 1Y 
’ nite ‘ 1 1 Dp i ily orleinate n 
} yey y oO} it th yMArticuiar vate, and also aeccountimne 
t of ts produce n California. 
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| ah inclined to believe t| if, | vr" iT) 
probably would be some freight absorption. but | ! 
to spec fiealhy prove if 

Senator Porrer. But you will put somet o the reco 


Mr. Herzoc. Yes. 

Senator Monroney. Generally spe ry. Vou! rt L \ 
eras have show1 that every essuMptiol ravol the Ta 

Mr. Herzog. That is correct. 

Senator Monronry. So vou hay el. lps. More moce 
vou! howineg than thict whie! hn actua DD} tice probably obta 
but vou wanted to have a defensible ba: nh whe ou 
thes . ‘ 
Mir. Henrzoc. That is correct. 

Senator Monroney. And vou assumed that the rate « 
from Michigan to assembly plants move at a miscellaneous parts rate 

Mir. Herzoc. That is correct, sir. 

Senator Monroney. And in many cases, evlinder blocks or fra 
or something like that would certainly move ata far less rate because 


e charees: is that not correct 


from 1h) meager experience 11} Li} Ping rurniture, ww hie \ 1} 
one unit of heavy weight, it takes a decidedly lower rate than an 
cellaneou ire tit could po ibly tirkke 


Is threat not correct 4 
Mir. Herzog. That is correct, sin 


Senator Monronery. Miscellaneous parts, rates would assume, pet 
haps, you could ship windshield ~evirndes k iPaies, | Y ( 
generators, and anything else in that one car: would 1 

Mr. Tlerzoa. Rioht. 


senator Mi NRONEY., Is thes > etry ‘mp ie rate that vor ) 


: I . 
ove perh: ps Mr. Greene can help u on a heavy bulk move 
ot extremely he: V\ component Parts of an automobile. sueh as 
missions or frames, or cylinder blocks. and thines of tha 

Mr. Greene. Tam afraid not, Senator, at the moment 

Senator Monroney. | wish vou would try and supply 
certain there must be in a rate structure ret is Important ic 
mobile parts ship ents have become, the cost of moving tl { 
ata full-car rate ona very heavily weralht d eominodity. which 
venture to euess would cut this rate In more thay half. 

I was Just lool New ata few for some of the rye iD ! 
seems to me that thev are 1 ither high, cor <1] re the extre 
component parts that make up most of the weight factor 1 
mobile. 

Mr. Herzoa. (ne ot the })! yhlems Wwe have ray 1} tered a} 
for exzunple, take the shipment of frames.  “Pher i rate for t 
shipment of {1 me However. ny Whe? 1} GO , ror exal 
the shipime hit ot these units to San Ira } SCC ( 1, ws \) 
eertain drillines on the frames are not le until they an 
Mherefore. they oo at the rate « foanunini hod wnat. 


Senator Mownronry. There are two holes that have to be driller 
| am informed, after the frame ATTIVes there. Therefe re, ¥" r on 
cellaneous parts rate would be completely distorted on the ] 
livery, and it is for a rate purpose in which the factory gets all 
benefit. 


Mr. Hy RZOG., That is right. 
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Senator Monroney. And it takes one man about a minute or two 
to drill those other two holes to make it a finished frame after its 
arrival, 

Mr. Herzoc. Yes, sir. 

Senator Monronry. So you have got, I think, a very, very consid- 
erable figure when you consider these assembled parts to arrive at 
the miscellaneous parts rates. 

‘or example, what is the rate on tires? AJ] these assume, I guess, 
that the tires move at a miscellaneous parts rate. Can you give us 
mar be a omparison of tires and other things? 

Mr. Greener. The tires do move at a lower rate than the rest of 
the automobile parts, but there are certain items in the automobile 
parts that move at a slightly higher rate. 

Senator Monroney. Aren’t those mostly the light parts like the gen 
erators and the wiring and the lamps and things of that kind, per- 
taps, that move in? 

Mir. Greene. That isn’t so, Senator. The chassis sometimes moves 

a higher rate and other similar parts, setup parts, move at slightly 
higher rates. 

Senator Monroney. Of course, what actually happens, sir, 1n prac- 
tice. and W hen we have the factories here to enlighten us, ] think you 
will find that many of the heaviest parts and frames, particularly, in 
the bay area of San Francisco, are made locally. 

With all of these assembly plants that make component parts for 
aircraft, factories located near Atlanta, Norfolk, and other places, it 
would be unreasonable to assume that some of those heavy parts are 
not boueht from loeal supplies. 

Mr. Herzog. | understand, for example, a good deal of the sheet- 
ing metal is shipped at a sheetmetal rate, which is substantially more 
than it would be for quarter panels, decks, or things of that nature, 
but unfortunately, we are in no position to take it item by item and 
find out. 

Senator Monroney. The bodies, I presume, on the miscellaneous 
parts rate, would assume that the bodies were assembled in the Fisher 
Body or Briggs plants, setup and moved under that rate to the as- 
sembly plant, would it not ? 

Mr. Herzoc. I am not in a position to say just what that would as- 
sume, sir. 

Senator Monroney. I don’t know how the new fenders could be 
shipped, but the old fenders could be nested, and you get a tremend- 
ously heavy shipment of fenders without taking up much bulk space. 

Mr. Herzoc. My understanding is that the new ones are still nested 
and spotwelded after they arrive at the new assembly plant. 

Senator Monroney. Then they are put on, attached and finished, 
are they not, the painting and everything? So that would repre- 
sent a considerable rate saving. 

Mr. Herzoa. Yes, sir. 

Senator Monroney. So in every instance your figures lean on the 
side of being extremely conservative to avoid substantial challeng- 
ing, and your $200 million figure would, therefore, in your estima- 
tion, be a conservative figure ? 

Mr. Herzoc. Definitely. 

Senator Monronery. Your figures do not include trucks, do they? 
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Mr. Herzoa. No, sir, they do not. 

Senator Monronry. Are they assembled in the assembly plants, 
too ¢ 

Mr. Herzoc. In the case of Ford, for example, all trucks above, if 
I recall correctly, the F-700 series, originate in the Detroit plants, 
but all under the F—700 series are also produced at assembly plants. 
Under the F-X700 series are the more popular, the lighter trucks, 
the greater volume. 

Senator Monroney. And the phantom freight 
would be even higher, would it not / 

Mr. Herzoc. That is correct. 

Senator Monronrey. And you are only figuring the lighter weight 
which would again put your figures on the conservative side ? 

Mr. Herzog. Yes, sir. 

Senator Monroney. The 8 million figure you base it on, does that 
include trucks ? 

Mr. Herzoc. No sir. The trucks would be another 1.2 million. 

Senator Monroney. 1.2 million? 

Mr. Herzoc. Yes, sir. 

Senator Monronry. Do you have an estimate of what the phan 
tom freight would be if you took the same assumption on the 8 mil- 
lion passenger cars ? 


on those then. 


Mr. Herzoc. We have made a very rough estimate because of the 


fact it is very difficult to determine exactly where all the trucks come 
from. | might mention our main emphasis, of course, has been on 
passenger Cars, but if we take into consideration the fact that there 
s also phantom freight originating from Detroit—let’s say with 
regard to that particular consideration, we say that only 50 percent 
of the vehicles originating as assembled units in Detroit carry phan- 
tom freight, and 50 percent carry none whatever, and add that and the 
trucks, we would come up with a phantom-freight figure of in excess 
of $280 million. 

Senator Monroney. $280 million is the estimate including the 
trucks? 

Mr. Herzoc. That’s correct. 

Senator Monronry. You are not prepared. of course, to testify 
that all this $280 million—which is an estimate and we accept it as 
such—would have to be carried into profits, into the operating figures 
o give them still a substantial profit on the car? 

Mr. Herzoc. No, sir. 

Senator Monronry. The argument has been made before the Com 
mittee by Mr. Romney that this phantom freight which you say 
mounts to $280 million on your rough estimate would immediately 
have to go into operating income and would not be passed on to 
consumers. , 

We, of course, in this committee—and I cannot expect your fest) 
mony to reflect it necessarilv—are anxious to know what happens to 
the consumer. If he is carrying now $280 million in phantom freight 
ind a transformation is made, will he be given any advantage 
this ? 

Mr. Hy RZ0G. As I suggested to vou, sir, I am in no position to deter 
mine what the manufacturer is going to do. However, again, if | 
mav refer to the Wall Street Journal article, apparently the Wall 
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Street Journal at the time of the freight adjustment went around and 
ilked to the officials of the various factories. 


here are two short paragraphs which I should like to read here. 


ord has discovered the industry’s whole pricing system has grown up like 
fopsy, with minor changes occurring year after year, without any company 
g what had developed or how much the whole system had changed. Many 
Detroit think the action 
sia 
re they refer to the phantom freight reduction o} the adjust 
! I 
Z i Ing ad nd believe it will actua IV Inake Cal distribution less 
ed d more efl el 
’ } 1 ‘ 
I s belng so, lt Would seem iogical to assume that certainly some 
5 
( Vings could be passect on to the custome} 


Senator Monroney. Would you put the whole Wall Street Journal 


art le in the record ¢ 


Mr. Hierzoc. Yes, sir. 


} 
Article reterred to — tollows:) 


| e W Street Journ: October 22, 1954] 


PitANTOM AvuTO FREIGHT—ForbD Cuts DELIVERY CHARGES TO DEALERS 1,000 MILES 
FROM Derrorir; But Bos S WiILOLESALE PRICES $3 To $21—MovE MEANS Repwut 
s | ro S104 FOR O1 rs Far FroM THE LIOME PLAN’ 
(By a Wall Street Journal staff reporter ) 
DEARBORN, Micu Ford Motor Co., in a surprising action, may have moved to 
ill the auto industry’s long-standing phantom freight price arrangement. 
Phe company announced decreases in the distribution and delivery charges on 
I nd trucks delivered to dealers at points more than “about 1,000 miles 
distant from Dearborn,” Ford’s home plant. The decreases vary from point to 


depending on the distance. 


time, Ford raised all wholesale prices on cars and trucks by $3 





» $21 
The effect of these changes will vary from a net reduction in prices to dealers 
of as much as 5104 in the case of a Lincoin sedan or coupe in Los Angeles 
» net increases of $3 to $21 on various models of cars and trucks in New York 


Phe changes all apply to 1954 models and were effective yesterday. The new 
schedule of distribution charges will apply to 1955 models 


For many years auto comanies with assembiy plants scattered across the coun 








try have priced their cars as though they were all assembijed in their main plants 
he Midale West, even tl 1 they might have been built in Los Angeles 
i sured int he price the basic transportation cost of the full completed 
car fr Michigan, when in reality only the parts destined later for assembly 
e int plant were shipped. This practice of charging for transportation 
completed cars not shipped is known as phantom-freight pricing. 
Ford iction Will mean other auto companies “will have to take a similar price 
tep,” : rding to a spokestman for the industry “Other auto companies with 
decentralized assembly plants will have no choice but do what Ford has done,’ 
dan auto « puny executive General Motors and Chrysler had no comment 
\merican Motors Corp., with only one assembly plant outside its home opera 
ns in Wisconsin, at El Segundo, Calif., said it may now have to consider a 
price adjus eit I tS wes st dealers 
for dealers located more than 1,000 miles from Dearborn, home of Ford, the 
change stacks up to big price decreases. For a Ford Customline V—-S sedan sold 
] Ange \ ’ 7.0) for a Mer sedan or coupe, it was a de 
li¢ 91.50 


Ford Motor Co. said rebates would be given to all dealers on 1954 mocels now 
on hand in those cases where the distribution charge changes mean a reduction. 
It assumes these rebates would be passed on to the customers in the form of 


price reductions 
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The effect of the cut in phantom freight charges means that dista cit 
still saddled with 1954 curs will be abe to offer additional discounts to custo 
in order to clear the floors by the time the 1955 lines go on display ne Mi 
Ford is no longer shipping 1954 cars or parts, having ceased production o1 

Currently, Ford division is giving its dealers up to SLOO for each cat 
a certain quota has been reached; the arrangement permits bigger dis il 
customers and has been in effect since Jul: 

Actually, only 24 percent of the COMWpabhy S Car-lLruckKk market 1 li side 
1000-mile zone away from Deurbori One of the prouipting ractors, a nye i 
that caused Ford to decide recently to change its distribution charge policy was 
that it has three new assembly plants, with large capacity, going into product 


shortly in the South, East, and West 

GM and Ford have been using the phantom freight pricing plan since the 1930's 
A bill was introduced in the House of Representatives last session to make it a! 
“unfair or deceptive act” to charge customers more than actual freight, but 


the bill wasn’t passed. Senator Bricker, (Republican, Ohio) is reported planning 
} | I 


to include an investigation of such pricing practices in his inquiry into a 
pricing methods. 
Since the end of World War II, GM hi: built 7 new assembly plants, a but 


. t 
Ll outside Michigan. That's one-third of GM's car assembly plants now. By the 
end of next year Ford will have started 11 new postwar assembly plants, all but 
2 outside Michigan. 

For Ford division alone there are 15 assembly plants scattered around th 
country. Chevrolet has 11. There are seven Buick-Oldsmobile-Pontiac assembly 
plants—all outside Michigan. 

A Chrysler executive has charged that the phantom freights charged by GM 
and Ford have paid for many of these new facilities. 

One of the major reasons for decentralization of assembly plants have been to 
Save on high freight costs. Ford currently is putting up three new carbuilding 
plants near San Jose, California, Mahwah, N. J., and Louisville. Two will be 
completed by the end of this year and the one in Mahwah in 1955 

How much the savings amount to, no auto company has ever publicly disclosed 


Ilowever, Some dealers far distant from Detroit have charged it’s unfait 
on this phantom freight. One auto executive figures the cost of hauling a higher 
priced car, such as a Lincoln, from Detroit to Los Angeles, is roughly $350 


The cost of shipping only the parts the same distance (to be assembled 
Los Angeles) is $150, he contends. This means the Company saves an average 
$200 a car. 

The latest Government study on the auto industry, by the Federal Trade Com 
mission in a report to Congress in 1939, took up the matter of phantom freizh 

The FTC alleged that an excessive profit accrued to car makers due to a dif 
ference between the amounts charged for delivering autos to dealers and the 
actual cost of transportation. But the agency decided the problem was too cor 
plex to handle since it would involve a study of freight rates, cost of assembling 
ears at factories and branch plants, methods of billing, and so forth. 

Last June 3 the National Automobile Dealers Association asked the FTC t 
hold a meeting to “discuss questions relating to freight charges in the automobile 
industry.” But the bill introduced into the House decided the NADA and the 
ETC to call off the conference. 

Ford Motor would not officially discuss all the prompting motives which brou 
on its decision. But in Detroit, sources were quick to fill in some of the 
as to why Ford did it. First, there were unspecified legal complicati 

Second, Ford had discovered the industry’s whole pricing system had “grown 
up like Topsy,” with minor changes year after year, without any company noting 
What had developed, or how much the whole system had changed. 

Many in Detroit thing the action was a good thing to do, and believe it wi 








actually make car distribution less complicated, more efficient 
But Ford Motor would say that its action had nothing to do with its dealers’ 
unsold stocks of 1954 models It admitted stocks in the Detroit aren are eur 
rently high but claimed that in many areas dealers are already out of 1954's 
The following table shows the reduction in distribution ond delivery charges 
for a Ford Customline V-8 sedan at selected points throughout the country, the 
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wholesale price increase for that model, and the resulting net change in net charge 


to dealers: 





W holesa 
‘ ( 
i 
( ( 
z <4 OO 
) 
3 
f 7. 50 
an 
(0) 
5 
12 RY 
1 ) 
13. 50 


Senator Monronry. Would not the establishment of actual freight 
paid—which would actually reflect the freight from the incoming and 
utgoing—help to reestablish the nationally recognized list price plus 
| freight ? 
. Herzog. Sir, when you get into that field I am afraid IT would 
ive to say that Tam not qualified primarily because I don’t know 
vhat other actions the fa ‘cory may take in the establishment of 
actual freight, what complementary activities may take place. Cer- 
ainly that should be one of the concomitant parts. 

Senator Monronry. Do you know any other industry that would 
necessarily compute the inbound freight as an additional part of a 
frereht Charge on cl livery ¢ In almost all other cases, 1S hot inbound 

f tl f the 


Peie} takel is a part ot the expense of the piahutacturer o 


Mr. Herzoc. On that particular point, Senator, I have tried to 


vestigate perhay s not to suflicient ley oth what industries might 
use the same method. I have found none. In almost every case I 


have been able to determine, the industry simply takes freight, adds 
that as a part of the cost of production, and it becomes part of the 
price of the he public. 

Senator Monroney. Of course there are very few products that 


} 
commodity sold to t 
‘arry such a heavy weight and such an important freight factor in 
the consumers’ cost, or the manufacture of which is completed at such 
widely diffused points. So I doubt whether it would be valid to 
assume that inbound freight is not a factor. I personally feel that 
to be completely fair in this we must assume inbound freight. But 

must be actual mbound freight: and when 5 percent of the com 
ponent parts are manufactured locally, 1t could be established very 
easily from knowing which parts are those that have no inbound 
freight. 

You could caleulate on the other 43 percent the costs without too 
creat difficulty, as in the case of California. 

Do you think the seller should be able to specify the mode « 
transportation for their cars? Here where we show the delivery of 


the Studebaker from South Bend. Ind.. to Enid. vou show a phantom- 


. 
rf 


freight charge on the direct factory shipment of $29.98 over the pub 


lished lower rates: but the dealer—if he were cong to stay in busi- 
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ness and wanted to increase his business by being able to otter Say 
$29.98 more for a used car or something—would have the car shipped 
at the lowest rate available; would he not 7 

Mr. Herzoc. That is correct. 

Senator Monroney. The dealer has no control whatsoever over 
whether the factory does this or not. 

Mr. Herzoc. That is right. 

Senator Monroney. Do you know anything about the price removal ? 
Incidentally, may I correct an error in my statement last Friday, 
where | said that ¢ hairy sler had closed their Evansville, Ind., plant. 
[ am in error in that. It is still operating and shipments are still 
soing out of the Iovansy ille. Ind.. plant, which indicates that they still 
aking—as you have shown in some of the other charts—advantage 
of the barge type of movement of cars, which is generally cheaper than 
rail or truck; 1s it not / 

Mr. Herzoa. That is correct. 

Senator Monroney. But much slower: is it not / 

Mr. Herzog. Yes, sir: it 1s. 

Senator Monronery. But the dealer pays for the fast shipment of 
freieht and receives his cars by barge delivery or by barge, plus rail 
or plus truckaway. 

Mr. Herzoc. That is correct. I should like to point out in that econ- 
nection, for example, that Pontine that was shipped to Fargo, N. Dak 
That Pontiae was shipped, of course, in the winter. The Great Lake 
were closed. Ilad that unit been shipped later in the year after the 
season opened—which IT believe is normally around April, the latter 
part of April the cost of shipping to Duluth and then shipping on to 
Fareo. would have been substantially lower than is indicated by th 
particular chart. 

Senator Monronry. The dealer’s customer would have vot no ad 
vantage of that. 

Mr. HWerzoc. No, sir. 

Senator Monroney. So actually, while the freight was perhaps 
more reflective of actual freight—with only phantom freight of $23. 
being charged in the winter—in the summer it might even double. 

Mr. Herzoa. It could, sir. 

Senator Monronery. Perhaps IT should not say double: it would hay 
been substantially more than had it been able to move by the norma! 
spring, summer, or early fall method of boat transportation. 

Mr. Herzog. That is correct. 

Senator Monroney. I have seen some of the barge lines which Ford 
operate themselves. If Iam not incorrect, the ears for the great Nev 
York-New England market move by Ford-operated barge lin 
through the Lakes, down the Erie Canal, I guess, and then up for di 
tribution entirely by water. T presume, though, that 1 of tho 
savings are reflected in the cost to the dealer. 

Mr. Herzoa. No, SIT. And here aoaln, the component parts ¥ hich 
Ford ships to Buffalo do not reflect such a saving. 

Senator Monroney. The example you gave earlier on the previous 


chart of Rockland, Maine 
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Mr. Herzog. Lewiston, Maine. 

meenator M INRONEY. ( ould have very easily moved h line ot trate 
y barge, even to some point in New England, could it not 4 

Mr. Herzog. It is possible. I am not familiar with that operation. 

Senator Monronrey. Anyway, truth in billing—the consumer know 
ng what he is paying for—is not the case today under all prevailing 
practices of the automobile industry, with the possible exception we 
have heard from Nash. which does charge the actual freight. Is that 
correct / 

Mr. Herzog. That is correct. 

Senator Monroney. Do you know of any other instance where the 
truth of the cost of freight passed on to the customer. excepting in the 
Detroit area and of course then the customer does vel the truth 
because there is no freight. 

Mr. Herzog. I should like to suggest to you, sir, that Tam inclined to 
believe that in addition to Nash. Ol) the Chrysler vehicles that IS, the 
ones that carry the name “Chrysler —there is probably less phantom 
freight than on the others. 

One of the reasons I Say that is this. Some of the invoices I have 
checked, for example, would carry a reflection of a water rate in the 
summertime—a lower price—and a higher price in the winter when 
other methods were used. 

senator MONRONEY. There has been sonie effort made by Chrysler to 
reflect that ? 

Mr. Hy RZOG, Yes, Sir. 

Senator Monronry. Do you have any questions, Senator Potter? 

Senator Porrer. No. 

Senator Monroney. We certainly appreciate this very enlightened, 
very competent and very studious approach you have made. May 
I ask, how long have you been working on this phantom freight 
Inatter 4 


Mr. Herzoc. At the moment it doesn’t seem that there was ever 


anything else. I would say approximately 16 months. 


Senator MONRONEY. Approximately 16 months / 
Mr. Herzog. Yes, sir. 
Senator Monroney. I would like to show to the committee some 50 
more telegrams which we have received since thre hearings began 
dorsing the testimony of Admiral Bell and the NADA, and gen- 
rally speaking in behalf of the dealers. 
This one, for example, is rather typical from Sapulpa, Okla. 






“We wish to join the thousands of other franchised new-car dealers in thank 


ing your committee for the splendid efforts toward solving the serious situation 


onfrontit the new-car dealers of America You have our 100 percent co 
| 


peration at the dealer leve 


These I will consider placing in the record when the dealers appeal 
efore our committee to testify. But for reasons which my personal 


spotchecks with dealers have indicated some degree of fear in speak 
ne their own mind. we intend to clear with the dealers first in ac- 





nowledging their telegrams whether they have objections to then 


ames be ne printed inthe hearings of this committee. 











Al 


So ut son er time [ will as! permisston TO i ide at le 

| text | e Telegrams al d then perhaps In Coopel ul 
id rit e assistants of the other Senators on t] 
irry t names of those who support the position tak \ 
Beli and by other witnesses In this hearing. 

Ii there are no furthe questions, We Want to thank vou 
for t patient and long-continuing work that you have li 
th very portant matter of phantom freieht. IT thu vi 
help the publi I think you will help the prospective auto) 
buve: | the dealers tremendously by this searching \ 
phantom freight 

Lhe conimittee will stand in recess, subject to eall, sOmeti nie 
ifter February 1, at which time we will have represe il ( 
to testifv before our committee. Following that, we hope to 


representatives of factories, including executives of St 


NMiotor (‘o.. 


Packard, Chrvsier, (general Motors, and Ford 
order. Thi reasol ror the recess Is because the full C 
before it for the next several davs television hearing 
attend. 

Follow Ine that LIME, We hope to resume oul hearn GO 
possible t mie. 

The committee will stand in recess, subject to all. 


1 


(The reupon, a es 
call of the 
I he follow Ino 


Ll rZog .) 


( hair. ) 


LOMOBILI 


{ 


table 


TING PRA 


MARKI 


i p. Ni.. 


was submitted February 


the subcommittee rece 
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TUESDAY, FEBRUARY 21, 1956 


UN irep STATES SENATE. 
COMMITTER ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 
Washinaton, D. ¢ 

The ube ommitter met, pursuant to recess, at 10 a. 1. IN room 45%, 
Senate Office Puilding, Senator A. S. Mike eid chairman, 
presiding 

Present : Senators Me a 1 d Pav e. 

Also present: Rov lan a IF, Kairks, leo) slative ¢ ounsel, NADA. 

Senator Monronry. The Subcommittee on Automobile Marketing 
will be 1] ses ion. 


nn : . ; , 
Che record will show that Senator Payne and the chairman are 
1? ‘ 


present. Senator Thurmond will be here very shortly. He is being 
detained in testimony b fore the Finance Committee. 


The hirst witness for the day will be Carl K. iril Ie V, pre dent of 
the a \] Autor — ae ers A sociation, 

Would you bop forwa , Mr. Iribley ? 

Mr. Peal bef TF a lown. it has been customary in our hear 
ee SS Scat eden es in order not to prejudice on 
is ! t th ot] so if ve i hav ho ot i 10 W ¢ isk y 

r} 

Would ve vour right hand. Do you swe t 
VO I ab lt ( y in 1 IS Cf ! My » t] t! ( | 
and nothing but the truth, so help you, God ? 

Mr. Frreiery. | do. 

SS vr MM NEY. We appreciate your coming here to { 
committee the benefit of vour lo xXperien Mm aut 1 
hand Ing, as well as ye ir ( xperience in heading one of the great 
trade organizations of independent businessmen In = sN ’ 

You may proceed in your own way, and after that, if t) 


questions, we trust you will yield to the committee ae ‘tho 
Mr. Friptey. Thank you, sir. 


TESTIMONY OF CARL E. FRIBLEY, PRESIDENT, NATIONAI 
AUTOMOBILE DEALERS ASSOCIATION 


Mr. Frmtey. My name is Carl EF. Fribley. I started in the auto 
mobile business as a sales clerk in 1925 with the Detroit retail brane! 
of the Cadillac Motor Car Co. In 1928 I became a zone managet 
and continued until December 1, 1951, when I entered the retail auto 
mobile business by joining a dealership in Norwich, N. Y., which had 
been founded in 1905. We are proud to have served the good folks 














f ingo County, N. Y.., with Cadill Pontiac and GMC trucks 


! ! veal 
It pleasure for me to appear before your committee and 
erss ha von on behalf of our 30,000 members for the pains 
u have studied our great retail industry. 
\ Ul] encouraged when almost a year ago this subcommittee 
( OT ea pvs tor Magnuson to make a thorough study of our 
\ ( enler | VO ld like tO Say, \Ir. Cha ran, that ] have heard 
v tn rable react sto the habit of this ‘committee, and 
vou. of going about the county ai interviewing the dealers 
cettine first hand, o1 the-spot information. 
\fter all, Mr. ¢ hairman, the daily concern of dealers is with facts. 
furthermore. [ would lke to say, and state again, the all Important 
1 t whatevel position we take before this Congress must be 


the public interest. None realizes better than the retail auto- 
mobile dealer, the importance of good service, continuously rendered. 
I can make this pont n no stronger fashion than to quote from the 
telegram sent to my predecessor, Frank Yarnall, by the President of 
the 0) ted States on the occa ion of our recent convention. 

President Eisenhower said, “In your industry the role of the re- 
tailer does not end when a de! very is made to the consumer. At 
that time vour true function commences—that of rendering continuing 
service to owners of automobiles and trucks. By your discharge 
of that funetie nh you contribute to tne speed, comfort. and safety of 
\ ; y lity 


onc ‘VT port. 


I} erefore, Mr. Chairman, Vi hile I am not here as an authorized 


spokesman for our customers, I cannot, as a dealer, divorce myself 
from a st e o! obligation to the consumers of our products. 
es by your committee to 


The distribution of over 40,000 questionnair 
the new car dealers of this country in the late summer was a well 
onceived and executed plan to give you basic information. I am 
happy that our dealers throughout the country responded so gen 
erously to the extent of 19,113 replies. As near as I can find out, this 
is a record for a voluntary questionnaire, coming as it did during 
vacation per od and m« del introduc tions. 

This questionnaire of yours definitely paints a good likeness of the 
average new car dealer in this country. Quoting from your re- 
port dated January 19, 1956, it is most interesting to note that the 
re of responding dealers in towns of under 25,000 was 68.5 
nunities under 75.000. On this basis I euess [am an average NADA 


member as my town at present numbers about 10.000 souls. 


percent and that 85.6 percent of the dealers responding live in com- 
T 


(nother interesting statistic from your report is that 63.7 percent 

of the dealers replying to question No, 7 do not live within 25 miles 
- . 1 ° ° . . 

of a metropolitan area. I think if anything this figure is on the low 

| note that there were 6,095 who did not reply to this ques- 





Too ofte the average automobile dealer is thought of as the “wheel- 
er-dealer” ty pe W ho advertises in the me tropolitan papers of fabulous 
trips to Paris, ears sold at unbelievable discounts—nothing down and 


tuke your time about Davin r and all the gimmicks that have crept 


into our business in the last 214 years. I am sure that you in your 





























UL TOMOBI \EAT ‘ PRACT] = l ¢ 
} te ¢ t 
OW} COMIN Lit ing vour < VA iv] Ww I Mm Wot 
: ec) 
ind that the averag AULOMLO C Ce eros tri CLOW O Live 1) 
11 e , \ 
Smal tow) gd clties oF our great country who, toaay, 1 f i; 3 
| ‘ 
carded by tus tellow citizens 1 i the same as he is ter World 
War il when he Kept the Cal and trucks of Ss community rut ne 
and operating, thereby making a vila tribul 1TO WIhHINE of ( 
war, 
1 j ‘ | ' ‘ 
Now th average automobile dealer that Vou and £ KNOW SO Well 
had a most interesting reaction to your first Question regarding “the 
need for a congressional study or Federal legistation. Qi the dente 
car 89 oN I ¢ : =e To. ' 
answering that question 1esS O} VO, SO.S ercent voted d ¢ 
= A 
YY } } 4 ¢ +] . 4 } 
When you Stop to think about it. it is a startlne statistic, because 
1 re 1 ] ] 4 4 . } + { { 
there 1s no more rugged MaIVvIduAlIst nm the world than the ret 
automobile dealer. Spenkine for mvself and 380.000 members of 
} 1 o. s } ’ 
NADA, we have bled, sweated, ana toiled for the free competitis 
l | rt 
enterprise system developed nm this great Gemocracy of Ours. ihe 


why has this complete rever ai of opinion developed within the auto 


mobile industry in the pasl 214, veal 

The wWswer comes eiear asa be I. Conditions have changed 1h) the 
automobile business more radically in the past 215 years than at any 
time in the 31 vears that [ have been in this business. actors dealer 
relations contim ously deteriorated during this period ana only Within 
the past 10 days have we seen any sign of improvement. I refer here 
to the news stories and publicity given the revised GM selling agree- 
ments. 

The ful not be revealed, as I understand 
it. until Mareh 2 in a closed circuit television broadcast to all GM 


dealers and factory sales personne lon that date llowever, the news 


] ct y 
iV documented cdetalt wil 


stories are so encouraging and reports from the GM dealer council 
SO enthusiastic that we are hopetul some steps have heen tnken to 
reverse this trend. We understand that American Motors is now 
implementing its recently announced plan to effect improvements in 
their factory dealer relationships. The balance of the industry have 
not as yet announced their plans for improving their factory-deale: 


relations. 


Aoain rete ring to vour report, 60.4 percent of the dealers answet 
ing the questionnaire stated that boot le coins Is “Se1 ously detrimental” 
to their busimesses, When Vou contrast this ioure with the statis 
tha | previously mentioned, the laroe number ot dealers in small 
towns and away from metropolitan areas, you can readily grasp the 
significance of bootlegging. From the point of view of the publ C. 
rhe purchase I of bye otleg ears, many studies have been nade whi 1} 
indicate that there is no adv intage, financial or otherwise, to the pur 
chaser. Automobiles are not like ( loarette s. clothing or even app! 
ances. The modern automopiie Must have continuous and aces inte 
service to hold 4 performance. High compression engines, LUto 
matic transmissions, the appheation of power to steering and brak« 
and manv other of the wonderful developme ts of our auton 
engineers require the most intelligent and capable service te ld the 
performance at the peak. The factories have recognized this 
have expanded their tield traiming of dealer service personnel trem 


dously 1M) the pas few Vears. 





ome 


pe 
ing sold 


points therel ‘liminating me more ot the phantom 
say some more ; ( hey mad another rment a 


estion 
ription 
service responsibility.” 
aler; the ta e that peo} 
» them serviced. The num- 
SIZ@ 
d | a dealer. Prior to 
building and ] ersonnel, it was cus- 
¢ agreements to have a penalty charge of $75 to 


(0—some of them as low as $50, some of them maybe as high as 


5—against a dealer who sold into this area. “T! his penalty against 
ellin or aeeser Was paid TO the Se rvie ing dealer CQ that he would 
rly Tul ill factory war 


r 
to the e owners within his area. The elimination of this clause 


anties and continue to give 
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started the deterioration of factory-dealer relationships in many are 


\t present time, therefore, assioned areas of service respo! DL 


j ] 4 ] . | 
riow does th wit i the DU bie ( [et nie Ser { ieca fePSCTT DE 
P } } | 
results i. few words. Certaimly, as bu Nn Ou 1 OFNIZ 
’ } ‘ 

» J t and I have earlier map zed it t) '\ f l 
mportant elt f t r"¢ vit COP IODLLE LIST ie i vel ( 
DuUVe) yf Vy commodity that requires service expects the deater 4 1 

: ’ 1 1 ' 

hom 1e bought he product to be ready, wil o, and at to 1 cael 

A ¥ 
ervice as needed. As a dealer I can assure vou that while I ha 

' r} | rT le It T n| } t t 
l on degree oj roauct tovalty, 1t 18S only humatl oO! e To ¢ 
‘ | om } aod re ‘ 
ire to give that extra special red-carpet rvice first of al 0 

’ } 4 1 ‘ 1 ] ! 
OW] vat Ccusro ers: to th se puVvers Who ve put their rmitn nm me 
ind bought my products. I think it only right, therefore, that 
! ed G rl \ ynobil nd tI Kx imuld not o VY D 
1 1 1 . 1 ] 
pected to but ould ne required To eXel » THIS me \ ( 
ration to Nn customers within h urea of service responsib \ 

| ( y nai eo }. iO? \ hy ) La ‘ ! 

) } } + | manne rest] i the Tl | | ny ¢ 
I orn rh i mm buvine where l from \ 

1 
N'; ited nurveher { truth i 
i \ ( 1) | oe i 1'¢ 1 | i ¢ ! 
i 
} MSip if ro rena t vice TO nhl Q | nno \ 
| 1 j 
( l ~ ( / { uv whel e or WV ePNCVeE} a) ( eve 
‘ i to} sy nyuintaimed t Pe | t t t¢ 
\ ov Att nev ‘ | MeGrath LODO if » lono 
? ' iO Wl \ t { nine’ va aeh TK 1} Lt Oot ery l por 
iif 
\ ent 1 1 wol hike to repeat a tronely as I ean a state 
! 1 1 1> ] - : 4 4 

! bia ib Lau. hrederick a pel, our execullve \ resident, at 
he NADA Convention. He said 

When factories ask what dealers want, tell them , 

Contracts must be rewritten earring in mind that a second best mtr: 
vs off like a second best poker hand 

2. Contracts must be definite in setting forth the mutual rights and obligations 

both parties. 

» Conditions of termination must be reasonable and clearly def l 

Chere must be less restriction upon your management of your own ente 
nto which you have put your own money. 
Such vague expressions as “to the satisfaction of the seller,” “develop 


properly,” and other broad, general provisions are wholly unacceptable and must 


eliminated. 


6. If vou are &¢ ing to contribute to a so-called ooperative advertising fund 
must have a greater voice in how vour money is going to be spent. 
7. Bootlegging, defined by the Federal ‘Trade Commission as a deceptive and 
infair act, must be stopped in one way or another in order to protect the 
riving public. 
S. Phoney freight charges on the part of automobile manufacturers must be 


he hed Che public must be told the truth. 
v. Going firmly on record as opposing the regulation or control of business 
vy Government, we urge the early enactment of a Federal statute which will 


guarantee the dealer his day in court to any freeborn American citizen 


Pherefore, while there are many confusn g eleme! tS im the auton 


cll ¢ 
ive picture today and wlule there are many remedies that have been 


suggested, P think it important to emphasize, as did so many thousands 


if dealers who answered vour quest lonnaire, that the heart of the prob- 
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‘ t ¢ ! ¢ of the selling agreement b ( 
eto?) Lie] i i ult ca ube U! seHnne agreement 
, } 
( Cail] i hic ( ae tt il teil l 5 » Be 
{ - | 1 } f } | 
‘ Ol pons ( Wa ODMeAth 1 pa les, Tine \ 
e {Oo - ll it ! t itistry ma th ul l | not Db e lil 
1) 
i, . i ls ] 4 ] 
. run: Pha ae Wmnoblie denlel of this country do not want 
} | \ } i 
(7ovel i tC control Ve alo Ot Wiht (qvovernment reoulations 
4 i ] + 4 t t } } 
LDo\ tii. we ado not wal the Groverniment to get into the Tranchise 
& DUSTNess 
\\ 4 ] , } 
we do need and miuist ive are Slinple @rouncd rule vill 


? 7 + ' ] , ‘ | 4 , : i 4 

fect the publ 2. We want both Tactories and dealers to be eo, 
1 
I 


erned DY the same set of rules: let each of us have f downs to m ike 


vara not giving one side 3 downs to make 10 yards and the othe 


> GOWNS TO make LO yards, 14 | may use xn football] analogy. 


! 
Wel NADA will continue to stress the need ror ethics Ih our own 


u- esses: our own effort to clean up deceptive ana misleadin y ad 


veriising are already in the records and we shall continue them. We 
Want above all to be competitive because this business Is a competitive 
business and this is the one quality that has made it OTOW from 
i Ol national eCCONOMY 1)) cl little over DO 


nothine to one-sevehth o 
I wish I were able, Mr. Chairman, to make some constructive com 

ments at this time on the proposed “truth in labeling legislation to 

which vou have earlier made reference. 

g¢ that we will be in such a position. However, 


an assure vou that any legislation or anv action which helps to 
} 


provide truth to all elements of the automobile industry is a good 
thine and in the interest of the public. 


| hope before lon 


Similarly, any action that Is deceptive or misleadine or un thiecal DV 
any element of the automobile Industry isa bad thing and not in the 
nterest of the public. 

The witnesses that follow me will bring specific points to you 
attention and I] trust that out of your study will come some tvpe of 
remedial action hot controls: not regulation but simple eround 
rules that will put both factory and dealer on an equitable basis and 
n the public interest. 

Senator Monroney. Thank you, Mr. Fribley, for that splendid 
statement. I was particularly impressed by the football analogy, 
coming from the State of Oklahoma. We have had some ¢ Xperience 
n football. I am afraid if we go on as we have in the past 2 or 3 
Vears, We May have to “lve Maryland 5 downs to make 10 yards. 

Mr. Fripiry. Touché. 

Senator Monroney. I don’t think the automobile dealers are quite 


n that shape now. JI am terribly impressed with the emphasis vou 
put on the efforts to prohibit and restrict misleading and inethical 
advertis ne. \\ hen | Was COmMmInNng through Chi ago, COMMS back to 
these hearing he other day, I ran into a counterpart to the one J 


ran into m san Diego. It says: 


Bri t Motors Co., most extraordinary sale Buy a brandnew 1956 Ford of 
choice and receive on the spot S300 cash for any purpo you desire To 
qualify all you need is your present trade, any model paid for r sufficient 


tke the sn downpayment if you owe money on your present 
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time or anothne! The first one failed. The second one taile ol 


rather pu ! ome of their money and had class B stock in if and 





found that their money was lost and it was put in as a stimulator 
dealer among others and this now, Bright Motors is a Dealer Devel- 
opm nt deal. I believe { could not Swenl this s true that LOO per- 
cent of the stock is owned by Dealer | evelopme nt, not 85 or 90. I think 
that the operator now is only a paid manager. 


| r M RONEY. Weater Develop lent Corp. is a clire I sub 


Mr. Rarnrr. A direct portion of Ford Motor Co. with no outside 





) sé 
> Oo} \i NI N \) ma ot I | I 1 ] rs 
e ¢ ago area / 

Mr. Rarner. We believe there may be 6 or 7, but they are becoming 
qu te prevaient \v here new dealers come in. 

eenatol PAYNE. [< this the only area wl re there is that tvpe of 
operation 4 i 

Mr. Rarner. No, they are all over the United States and coming 
steadily : 

Senator Payne. In othe words, what it a tually ties down to, and 
I am speaking my own views, it is this foolish, egotistical stuff car- 
ried on omebody can lverti eC. “We are No. 1 in the business.” 

Mr. Ravner. That is exactly a summation of what we are talk 

bout 

» it¢ NM NRONEY a S we uld qu i} i Lit S becom ne eC 

itomobile mind i “stimulator 

\{ I NER. Yes 

Senator Monroney. These are held out as the fair-haired boys 

ho are do ne a mere handising job L duUucol obile merchand in. 

Mr. Rarner. They are example A of good merchandising tactics. 

Sena Payne. Are you still a franchised dealer for Ford in De 

Ol cy eaao 

\ R NEI No, sir, I sold my place » A hain operati last 

i 


, . . . 
Senat Payne. How long were you a fran d dealer with Ford 
1 
mriol if) i} t? 
5 > rm 
Mr. Ratner. Twent vears, Sl 


¥ é em 4} ] eo es 1 
Senator Payne. And you were one of the dealers thnrougnout the 
CO ilry as We as those of General Motors and the others, who over 


worked your hearts out to do what—to place 





« U's 
rd and General Motors in the position where they got customer 
eceptance and were able to build then : ] cs up a th factory level 
beca of the outlets that you folks provided so that they got into 
L prominen pe sition: is that right or wrons 


T Os ] 4 .7 a Deel aall 1 . 
Mr. Ratner. We thought we were contributing just that portion 











tor Monronry. May I ask 
} 


20 vears as a franchised independent dea 
; 


tA 
. 


sir, if in your experience of 
er you believe, and it is your 
ised dealer, independently 


lered judgement, that any franch 
' | \¥ 7 ting } | iC ‘ 1O ' ld nea +} 02 TAPry)c and : 
owned, opel on his owh money couiad meet those terms and not 











Mr. Ratner. If I may answer that instead of “Yes” or “No”—yes, 


he ex uld meet the terms here if he were W illing Lo adopt the same sales 
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Senator Monroney. You mean the unethical part 

dvertisine / 

Mr. Rarner. And the things that follow it, an inf 
hundreds of dollars and a mance charge that usua 
several hundred dollars kickback to the deale2 

Nal LA LOl rAYNE. Kino il i Cc I erve rund 

Mr. Rarners. No, sir, it is no longer even a re 

eciate money at the end of the mont] In i uid i 
our president. 

Qo] WO} VE NRON EY Ion Sor? we got olf { U1 
Interesting 

Np) itor PAYNI i’m just terested mm one hie Gut 
famiiar wit the OperatLol of thi partl iar ouvit 

\I . AUATNER. | am, SII, every foot of it 

Senator Payne. Now can vou tell me what the 
Compa! ym Wl th lon (r-est ibhi ied Ford cle il 

Mr. Rarner. A quick answer to that would be a 
Dodge dealer by the name of Hanson Motoi in 4 


facility. He rented it to Dealer 


ve [t mn 
als pers (LillY 
as ; 
hit thi oO 
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ps in that area 
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Mr. Rarner. | would say there would be no quarrel with that state 
ment. 

Senator Monroney. But then the factory does have the right also, 
under now existing contracts, to guide or direct or to disapprove of 


types of adve rtising by any franchised dealer that they would feel 
detrimental to the line. 


Mr. Ratner. That, too, is in the contract, sir. 

senator MoNRONEY. Also the cooperative advertising fund is to be 
used solely for such advertising as the factory deems most effective. 
The cooperative advertising fund to be controlled and administered 
by the factory. Ford is checked there | indicating }. It would seem 
to me that with the other qualifications in most contracts, this type of 
advertising by a subsidiary which you allege to be fully owned or 
eenerally owned by the Ford Motor Co. could be controlled with the 
twinkle of an eye almost, by the zone manager or by the sales managers 


} ‘ac j h al 1 | } eer ee : 
who are present In such abundance and In such ageressiveness In the 
(Chicago aren. 

Mr. Rarwrer. That is right. It could take only 5 minutes of a zone 


manager’s time to stop anv dealer that | know of from placing an 
ad that they felt was injurious to the whole dealer body 
Senator Monroney. Do vou know whether such cases as these have 
en entled to the attention of the Better Business Burea 
Mr. Rarwer. Thev have, and the Better Business Bureau has torn 


heir hair out to be literal about it. I have personally sat with the 


ui! 


ead of our Better Business Bureau and heard him upbraid this type 


: ° e 1: , ; 
; merens ndisino on the part of vutomobile dealers. 


cae 1m : 
RONEY. | ms wnot only ¢ 


nate lestructive of the Ford frag 

! dealers and for Ford Motor Co., but for everyone else in the 
rice class up and down from the Ford Motor Co. when a franchised 
eC ler el rad ag hl thistype of vdivertl ine, is if hot 


1 


Rarner. This advertising is just what vou state, sir, it is de 
muilds no eoodwill for ani ot us, nor does i do the publi 
ho in their ovllibility might respond to this any 
Senator Payne. Well, itisa phony tothe pubhe. 
Mr. Rarner. It is a phony and it only gives them a chance to put 
, oun to the buyer's head after they have sloned him toa blank set of 


papers, 


vood, 


_ 


- 


Senator Monronry. Do you have a copy of the sales contract ? 
Mr. Ratner. I do, sir. 
Senator Monroney. Sir? 
Mr. Rarner. I believe I do. 
Senator Monroney. I would like to see that. 
Mr. Rarner. Unfortunately, I do not have it with me. I will bring 
it here tomorrow. 
Senator Monronry. We would appreciate going into that at a 


later time. I’m sorry for this diversion. But this struck me as an 
aftermath. IT thought maybe that 8300 deal I ran into in San Diego 


Was Just an example of the Christmas spirit breaking out all over, 


but apparently it 1s Fong to be sort of a venr-round trick of ti hg 
to stimulate the ereater sale of enrs. In the long run do you nk 


"4 3 s a ss a : > 
t could ever result in the sale of more merchandise / 
1 ah. 9 9. 25. 2 ey . 
Ma. Rarner. [think it is like taking dope. 
~ a, 


* aos ay P . } ] + , 
menator JLONRONEY. You have to huve anot er Shot tomorrow 
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then proved that the arteries of safety and detense of this county 
depend upon motor transportation, and certainly the servicing of 
These automobiles is the vital heartbeat to those arteries 
Senator MoNRoNEY. i certainty agree with you We are talking 
hf lil | » | >} yf do \ i) 5 perinle WilVs it ) 5 ny 
ing up to TO and 7 ii SO miles sn hour being the current speed 
Kaus V Se) ce and respous Lyle heel mig OF Cal nd a desire » “hake 
a Tast buct 1T it ould ¢ velop that ay, ana Ga velop | Wi l, L be 
lieve h your tra 1) lenter lo t} | ponsibility 4 
Cl 1¢*¢ \ \] i} t by LD ( a LIThhOSt yugvVerhau l Lb Cal 
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Mi. Frinury. KR ie 
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porta tha i) no-range ad tage to the yusumer, and also to 
th naustry, ora le tested, tlm proven method of a trip ( wd 
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problems that have been relat | before the c mmlttee 1 ( 
Mi. Froipu Well, generally speaking, most dealet 
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h ve | en aisci )O } Mov Oo, Weu qe} uid TOM 1 nber 
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tro) nV that they had prey ously it In, and they are experie! 


4 I YAY "4 ] . 1 } 1 ] 
Senator MonronrEy. Wasn't that because at long last somebody has 


broken into the ivory tower a little bit instead of going up throug) 1 
chain of command trom the zone manager to the sales mana ver to the 
superintendent of sales and all through the high degrees of brass until 
thr reach the top‘ 
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Mi IF RIBLEY. Well, there are a lot ot things vou cal 1 spec ul: we On, 
sir. I do not know why, but the fact remains that it apparently did 
Change the climate, The climate Was changed, 

Senator Monronry. Let me repeat again my experience and I am 
ure Senator Payne has had the same experience. Whenever vou 
have a group of dealers together for an off-the-record conference, the 

rst question that isasked is: “Is th Ss volng 0 be like a Ge enone Motors 
or Ford Dealers Council meeting where the sales manager is going to 
know everything I say 30 ssiaatebian after the meetine breaks up”? 
Whether or not they do tind out, the impression th: aut the dealers get 

that it is only an open window to obs erve any "dl sloy alty” : of any 
dealer who might have a legitimate eriticism of Wirat has been oO 
Mr. Friecey. You are touching on a very important fact there, 
senator: Fear. Even with your 19,115 replies as L recall it. better 
than 4,000 of them refused to sign. Why did they refuse? You 
certainly made your position and the p sition of this subcommittee 
ver) clear, that no names would be re veal ed, but that is an ingrained 
fear that has been built over a period of wanie and I submit to vou, 
sir, that 1f vou or the ¢ ‘oneress of the United States, or someone can 
tuke fear out of the heart of automobile dealers, you will be doing a 
macnificent iob for this country. . 

Senator Monroney. Well, isn’t it a fact th: ' 
every major factory's franchise is written, that you have an arbitrary 
qaeath senrvence econom ally hanging over any frat his (| lender / , 

Mir. Frincey. Correct. 

Senator Monroney. Once his dealership is withdrawn by a major 
factory, would you not, on your exper'ence, state that he would have 


1 


a most difficult job in finding another leading franchised car in which 


to earry on his business and utilize his plant, which perhaps runs into 
the neighborhood of a quarter to half million dollars ¢ 

Mir. Fristey. That is correct. 

Senator saygacrivhett So without appeal, without a trial, without 
mediation or rbitration, the displeasure of the sales manager Can 
mean the economic death warrant for a business that has perhaps 
survived 1 or 2 wars and 1 or 2 depressions, yet can go down the drain 
within 30 minutes under the present contractual relationship 4 

Mr. Frisiey. Correct, and you can not criticize dealers for lack of 
courage under those conditions. 

Senator Monroney. I certainly agree with you that one of the most 
significant things was the number of questionnaires tnat were un- 
sioned, and we tried to make it clear, having sensed =< the fear 

element was an important thing, that we invited the signatures, but 
told them in case they felt they did not wish to sign, that we would 
still consider and tabulate those returns 

Mr. Frisiey. Correct. 

Senator Monroney. On the dealer contractual relationship side, 


( 
1 
l 


vou make a very important statement reoarding the fact that you, 
us well as the members of this committee, recognizing your problems 


and the manifold difficulties, would like to see this be a mutual con- 
tract. arrived at without Government interference, or 1f Government 
interference is necessary, with a minimum amount of Government 
interference. 
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That is the position ot the NADA ? 

Mr. Fripirey. Yes, sir, ground rules, not regulations or controls. 

Senator Monroney. And if these new contracts could be revised to 
meet most of the stro ne points raised by the m: inv dealers, this com 
inittee, perhi ips as a wate hdog. coul} 1 continue to observe those with 
out the neces IT} ot passing Federal leaislation to enforce those: is 
iit a correct statement? That is our dilemma, may | Say, because 
we recognize that when you legislate in the field of private contracts, 
vou are reaching rather far into the field of free enterprise, and un 


less there is no other way to reach the objectives, then we must exer 
cise care in going through a safety zone. 
Mr. Frieuey. Yes, and there is another rather important point I 
uld like to suggest, sir, and that 1s the contin nuity of management 


oy these mayor ‘corporations is most Important. 

For example, as I pointed out to you, the last dealer relations 
vuagye is as we have had if deseribed to us by participants, ope rate d 
nan entirely different climate from any previous dealer council. If 
the management of this corporation could decide one Wednesday or 
Thursday afternoon to operate that way, certainly another manage 


ment a few years from now on the same Wednesday or Thursday 


t 
ifternoon in 3 or 4 vears a turn around and change the course 
180 degrees, and that is what I referred te in the football analogy 
of pos ily ground eile. Seaeaies ground rules, so that each side 


will continue to have 4 downs to make 10 yards, so that there will not 
ea change once it is established. 
Do I make myself clear ¢ 
Senator MoNRONEY. It has been suggested many, many times to me 
I think it was first suggested by Admiral Bell—it has been suggested 
mn vour dealer conventions that it might be a good idea, recognizing 
the almost coequal partnership in the automobile industry of dealers 
and the factory, if the vy could see their way clear to select an able and 
competent vice preside nt to be in charge of dealer relations, that cer 
inly the dealers are entitled to have one person in the hierarchy 
of these mammouth companies to whom the problems of the dealers 
would assume an importance. 
But as of today, vou know of no definite setup, other than through 
the ineffective read ‘rs council, where the dealer’s voice is heard at 


Mr. Fripuey. One of my able predecessors, sir, made that sue 

or = I believe he called it the vice president in charge of deal 
ers relations, who would not be subject to sales quotas, as the general 
manager might be, but who is primarily charged with dealer relation 
hip. 
We think that is a verv sound device if it could be worked out 
within the manufacturers’ structure, but the same problem can be 
handled in different Ways. That is just one way of approaching it, 
I think. 


Senator Monronryr. Certainly vou need to have some open channel 


where a legitimate complaint, or a problem that is submitted by 
dealers, can have a conference at the summit on these vital things 
Mr. Frinvry. Free, frank, and open. 
Senator Monronery. Without fear of « leath penalt V for having gone 


over the sergeant’s head. No offense to sergeants. but I just feel that 
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the commanding officer oucht also to be concerned about the morale of 
his troops. Do you have any further questions? 

Senator Payne. No questions. 

Senator Monronry. Well, we do appreciate very much your help- 
fulness in coming here to give us the advantage of your long experi- 
e in the automotive industry . ; 


e] ° 
[r. Frrstey. May I say this before I leave the stand, Mr. Chairman: 


Phere isa very old and Important service club that I presume many 
people In this room mav belong to-——the Rotary Club—and I am sure 
you have all atte ided t e Rotary (Club meeting . The Rotary Clb, 
i. number of vears ago, deve lope d the four-way test. and it woes like 


this: First. is it the truth? Second, is it fair to all concerned? Third, 


tt 


li it build goodwill and better friendships? Fourth, will it be 
hen | to all concerned? I think that is what we are trving to 
accomplish in a more equitable factory-dealer relationship. It may 
he a little corny, str, but it touches the heart of many of us. 


senator Mownront y. I believe that was written by the international 
pre ident ot Rotary, Mir. A. oe Baker, who came from Oklahoma 

Mr. Frretey. Thank you, sir. 

Senator Monroney. The next witness is Mr. James P. Mavo, of 
Nashua. N. H. Mr. Mavo, we appreciate vour coming to olive us the 
rdvantage of your exp ‘rience and testimony in this Important matter, 


Wev il] ask you to state your name tor the recora. 


TESTIMONY OF JAMES P. MAYO, NASHUA, N. H. 


Mr. Mayo. James P. Mayo, Nashua, N. H. 

Senator MonroNery. You have no objec {10n to being sworn / 

Mr. Mayo. No, sir, I haven't. 

Senator Monroney. Will you hold up your right hand? 

Do you solemnly swear that the Testimony you are about to olive 
in this hearing will be the truth, the whole truth, and nothing but 


, Grod ¢ 


the truth, so help you 

Mr. Mayo. J do. 

Senator Monronry. Thank you, sir. 

You may proceed with your own statement, and I believe in the 
interest of orderly procedure we will perhaps refrain from ques- 
tioning you until you have completed your statement. 

Mr. M aa \Ir. ¢ ham tall and membe of the committee, | consider 
it an honor and a privilege to appear before vou, and may I thank 
you at this time for the opportunity. As | proceed, I] hope you will 
interrupt me, although you have said that you would rather wait 
until I vet through, but this thing is rather long. 

Senator Monronry. We agree not to interrupt you—and then will 
probably proceed to interrupt you in the course of the hearing. 

Mr. Mayo. All right, you handle it any way vou wish. Iam James 
P. Mayo, general manager and treasurer of James P. Mayo, Inc., 
Nashua, N. Hs. formerly a franchised dealer for Pontiae Motor Divi- 
sion of General Motors Corp. I have been associated with the auto- 
mobile business for 35 vears. I left the automobile business on 
December 15.1955. I eave up the Pontiae franchise—it was not taken 


from me. 
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I had no diffienlty in obtaining profit, and T could rising im Oo 





morrow sand avam make a profit in the automobile | busi le Lloweve) 
without a reasona abl lv dependable contract which is legal, there is no 
future in the retail automobile business. My baci round and 
perience whee, | hope quali ies me to make this statement and 
the statements following this chronology—over the years follows 


In 1921, [ started as a salesman for a Buick dealer, working « 
of Framineham, Mass. \utomobiles were in short supply | \ 
| months [ transferred tO manage the } rts department for ¢ 


dealer as manager in Natick, Mass. After 214 vears, I went to wo 
1 . , 
' 


\ 9 
for e Ford Motor Co. in its Cambridge, Mass. assembly plan 
first as an assembly line worker, then service manager, clerk, ane lly 
. * ‘ 1 ° ; ray 
as a field traveler in their parts merchandising section. The 
; a ‘ j : 1] BN Ad ac | { 
traveler work consisted of calling on Ford dealers whose part tMia 
1] 1] ] } 1 ] } : 
wel would cni With me ¢ mMdenenGgent garace WW the aea 
to get them fo purchase a combination Past-Movine i} iv of 
! ; | {7 1] [a j 
and 2 OI to put then mn We wouid Oo arot nel ana Call on the 
} ] ’ . 1 ° 
aependent maragves md thev were somewhat awec by NAVING nM tT! 
presence el representative of the Ford \lo Or (‘o. fy ey woulk 
the stull. 
Chen | would rO DAS c to the ie/nler ANd SAV: hook how easy it LO 
1 ' s* } ' oe } ' } ae } 
ell them.” and then try to get an order from the dealer, which 
, } } 1 } y ! 4] } ’ 
hne, except that when he got the stuil, a good many of the dealers ce 
d hey qian t want it and wouldn't take delivery. \ ad, of course, 


the Ford dealer was left holding the bag and he wasn’t happy about 
that at all. 
I left the Ford Motor Co. in 1926 because they wanted to transfer me 


e interna 


into Mr. Bennett’s eS whieh, as you know, was ft] if 
police de} rtment of the Ford Motor Co. Ll didn’t think that tied 
into my plans and I quit. I went os k with the multiple-city Bu 
deal. Robinson gee to ¢ oe asa bran 1) hanagcer i] Milford, \i ISS.< 2 

I managed thi ranch for 244 vears. I didn’t feel T had sufi 
experience in Sie: service end oft the bu iness tl cl sO | went to ¢ Te] eral 
Motors Institute of Technology and took a service course. Hay 
completed the course, in Mare h of 1929, — Motor Division hu 
me as a service promotion representative. They gave me an addit U1 


month of training and then I went to the a. York zone, where | 
worked with the New York dealers. Pontiac had only recently be« 

ntroduced to the public and, of course, their service was nowhere neat 
the tandard which was available at the time for the powerful Ford 
and Buick dealers and, of course, it was General Motors’ idea to put 


trenoth into these Pontiac dealers, or what, as we eall it, fixed CTOSS 
profit. I would go to a dealer’s place and stay a week or 2 w 
depending on the circumstances, first making a complete a) 
his parts and service department - and then sitting down wit l 
to try to get him to institute these changes which I had reconmended 
and, of course, I had the weight of General Motors behind 1 

There wasn’t much else he could do. I was successful at this work 
principally because of my firsthand knowledge of the retail au 
mobi le busin ess, having been both in the parts and the service 
sales end of the field. I was soon transferred to the Boston zone. 
cause up in New England, New Englanders like to be handled 
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me Enelande rs. and they were having tro ible up there, SO they 
me to the Boston zone to continue this same work. 
We got to 1929 and the great depress! on hit us and, of course, 
dealers were falling by the wayside like flies. General Motors con- 
i 


solidated its Buick, Oldsmobile. and Pontiac Divisions. I was made 
] 


Boston zone service manager of this new division. 
Positions changed very rapidly in those days and I went from 
service manaver to warehouse manager, to assistant business manager, 


and then to special representative from Pontiac. As warehouse 
manager, I operated the new BOP zone warehouse which they had 
installed in the Boston zone. As assistant business manager I called 


on dealers trving to get them to straighten out their expense control, 
accounts receivable control, LTOSS | rofit, and obt taining fixed gross and 
variable gross profit, fixed gross being service gross and varlable gross 
prolit being eross profit irom ears. 

~ Asa special representative working from Pontiac, I handled special 
asslg@?} ments such as extended calls on de alers to develop suc h phases 
of the business as the zone manager considered important. In some 


cases it was the integration of another anhies which was quite 


revalient at that time. Chevre let dealers would take on Buick, or 
suick would take on Pontiac, or Chevrolet would take on Oldsmobile. 


pone ered 


t was my job to go in there and hold meetings with their entire per- 
sonnel, — ling the dealer, to acquaint him with the new line in all 
of it i . both sales, parts and service. 

Sena st r aan y. May I interrupt and violate our own sugges 
I ee te eer iod of the dep ression that you are $s} weak ing of 
tha a time when the factory itself found the e reation of multiple 
fr ahios dealers was the only way in which they could perhaps get 
the sales representation in that area ? 

Mr. Mayo. It was even more vital than that, Senator. They were 
out to save their hide. They wouldn’t have had any dealers if they 
had not done this because = e "deal ‘rs just could not stand on their own 
leet, The S Lc part was atte ie thi Ing was over they made them bre ak 
up. , 

Senator Monroney. That is what I was coming to. As long as the 


factory was in a desperate position for de: we r representation, a 
franchises ¥w ere sought. Then when the thine changed. was re- 
versed he sIw in, tails vou lose. When the dealer could sell enough 


to make it a comiiable ‘operation, then they attempt to disenfranchise 
dealer. There was never any intermixture between Ford and 
General Motors, was there; it was just different divisions of the same 
company ¢ 
Mr. Mayo. That was verboten. If you See Ford might be all 
right in your area, vou just better not talk about it. You wouldn't 
have the General Motors franchis They were very much tougher 
then. Now hay are a little afraid of the Federal Trade Commission. 
Then, vou just told a dealer: “Get that idea out of vour head. That 
LS out.” 
I had set myself approximately 5 years to work with General Motors. 
A dealership was eventually in my mind. I developed a conflict with 
my immediate superior in 1933, and at the time of the bank holiday, 
I was fired from General Motors. I had planned, as I say, to take a 


} ; a ae Xx” aS x ¥ . : p98 
franchise anyway and I decided on Nashua, N. FL.., which is mv wife’s 
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hometown. So I went there to see what could be done. There was 
property available which had been foreclosed by the bank on a ILudson 
dealer, but I didn’t have much money, and the bank didn’t think that 
they wanted to sell it to me, and so I took a Texaco station and I was 
outstandingly successful in running that Texaco station, even though 
the Texaco changed my contract 5 times in 14 months. Iivery time 
I made some money they upped it 
In the meantime the bank had had an opportunity to watch me in 

peration, and they had also not had any opportunity to sell the 
property, and the bank examiners were pressing them to be rid of the 
property, and so they wanted to know on what conditions I would 
ake it ove re nd I told them what ] would have to have, | told 
1 didn’t have any money, and they fin: lly nog ome lang . from the 
Boston & Man e Railroad ind remodeled the prop rey romp tt ly and 
oOoK MY Morrgawe for the entire amount of the pure h: ise price. 
ad $2,700 


] 
I 


} 
i prid nothing down. I didn’t have a lot of money. = I 
he bank 


- v1 1? y | vy *y + ] r 4 
of my own money and [ bom wed TT mi the pre dent of 1 and 
° ] ~ 1 . ) ] 
| borroy “d from the prn ‘pals ekholder of the bank and porrowed 


from allof mv relatives that w vee {loan me any money, and 
the automobile business on December 16. 1934. It shows right there 
he difference of the factory then as compared with now. 

Vow here is a young fellow going into the automobile business with 


4) 


. 


S2.700, which is hardly enough to buy an automobile today. They 
were willing to do most anything. In fact. they sent Mr. C. N, ieee 
to Nashua and had him live there for a month trying to get me to tuke 
on this franchise under almost any conditions. They took me wit! 


mractically nothing. 


Senator Monronrey. You went into business for about the amount 
“money some of these wild advertisers are offering as a trade-in for 

L used cat 
Mayo. That is rioht. Certainly not more than the price of the 
opy they put in. Pontiae sales in Nashua were practically nonex 
tent at that time. The Pontiac dealer which had rr reced | me and 
which had gone bankrupt sold 250 cars for Pontiae in 1929. The 


Ont dealer from whom j took the franchise, Vi hich wasa combina 
tion Buick and Pontiac, sold 10 ears for Pontiae in 1954. You see 


how far up and how far down this thing can go. In addition to th 
Vontiae franchise, | took a Firestone retail store and a United Moto 
service franchise. | wanted to be sure to have eno oh lines 

i would particularly like to mention at this time the Firestone 
tract. As vou know, Firestone is also a verv large company, one of 
he largest in this country. I did business with the Firestone Tire & 
Rubber ¢ oO. for 21 vears, and while we ha | our difference I Op INto 
i always got alone 1 ery well with the Firestone people 

They run retail stores themselves, and when you get down to cas 
with one of their people, you can always work it out. Such was not 
fhe case Vv ith U nited Mo ors Service. ] bough S2.700 worth of parts 
from United Motor Services and at the end of the year I decided I 
could just Not live with those people and I threw out the francnise 


r to take back only S700 of that merchandise, even 


bihiey Were willing 
dollars in addition to the 


‘hased many hundre 
$2,700 which was my initial pure hase, 


: 
though -t had pu 











| ii 2ve eicl ( ,?. \i vo, Inc.. teetered On the verge of 
) Krupt In 1937, tl corporation sold 127 new Pontiacs and had 
totn t prolit IY i ca it Plt Late in 1957, because of in 
fi nt capital. the very profitable Firestone store end of the business 
old to Fireston I & Rubber Co. I had to sell it to Fire tone 
bye LIM Ou ould { el] the Tranciitse to anybody and | could sel] 
ore. Because of the forcing of the market in 1937 and the 
} \ ( mie Loe) { : ) { i U rep ss : OLS in the 
f January 1938 a 
bhe te \ es dropped fron PT L937 to 40 in 1938 
! ie s) \ ( LOOK | ike What Ww a Lilt F Pigit now 
il qd eames | \ Vo it Ja { = Ma , a crenel il 
mrer, PU i se Lt ) ence t h had opt ined 
t “ne i (a Vootors dun c t] rece not L! ) to 1938, 
te s perio As a result of 1 lump which aifected 
t is of other a ers t did James P. Mavo, dealers then, a 
ocla red for a econert ial investigation and the Federal Trad 
. oO OHA { hnve va Ol 
In 1938 Mr. Sloan sp ke befor the \ tomobile Deale s Convention 
in Detroit, and as a result of his talk before the dealers I wrote him. 
l ' Id OW like to discuss h : correspondence. 


Mr. Kirk«s. Since we would like to refer to this correspondence at 
various times during the presentation, we would like to reserve sub- 
mitting all of them until the end. 

nator Monroney. That will be permitted. 


{ | } 1 
Mr. M AYO. | have brougnt My o1 imal correspondence nere because 


I thought you might like to see what actually took place. The first 
part of this letter which Is a guite lone letter 
Senator Monroney. Will vou identify those as to the page number 


as you read them so the committee will have the advantage of that? 
Mr. Kirxs. All of these exhibits, Mr. Chairman, have not been 
reproduced with the testimony because we did want to present to you 
the actual original correspondence and it is quite voluminous, so this 
part cular letter which ts voing to be presented or a portion of it at 
this time is not reprod ced with the prepared testimony. 
Senator Monroney. I see. 
Mr. Mayo. The first part of this letter is a restatement of a good 
deal of what I have told you now. 
As I say, I wrote it to Mr. Sloan in response to a speech which he 


sent to all dealers in which he called for comments. It is dated June 
9, 1938: 

EXHIBIT NO. 1 
Mr. ALFRED P. SLOAN, Jr 
| Motors Building, New York, N. ¥. 

DEiR Str: Recently I received from you a transcript of a talk you gave to the 
NADA at Detroit, Mich. Attached to this was a card on which you had requested 
my comments. Let me say, frankly, I believe if automobile dealers had only 
General Motors to deal with their difficulties could be quickly and satisfactorily 
handled. Unfortunately there are other strong manufacturers in the business. 


General 


Il have been in the automobile business for 17 vears. Three vears ago, through 
the local bank, I secured a property which I felt would give me an opportunity 
to develop a complete retail automobile outlet including sales and all branches 
of service This has always been my idea of the proper way to retail automobiles. 
I am still working on this venture 


In my complete setup I used the Firestone one-stop service plan for the 
development of sez ‘ Car sales were handled in the usual manner with a 


standard General Mofors bookkeeping stem fi ontrol Profits were ! 
isfactorvy and a serk of conferences with yur represent IVES a Wil 
} Wel held 1 find i f possible which end of thie | ness was lo 
tundard No coll nid be reach Rey ntatives of be 
pant being al ‘ ire the p luct f the other company were th 
e los As i esu of i ae ck, J sparated - s of the b 
e approximiuitely 6 ercent of tl expense on th perse ce at 
1) percent on the ca ranchise | ed the Fireston indard accoun 
eedure for the i ervics itiol nad the Genera otors account 
for the cur franehi O iti ( asis in 1037 the uperse e 
I \We V¢ al La ’ ) Ni Be « i i a ] Lit ( 
Sul nti Y j "4 ese tives ( ] ok the 
( il l ad l | ) }}! e | Wil ©] Ved 
ervice } ti Id ( h t opinion [ believe th 
i t a { i t 
i oe ( } in} } ‘ i re Ol ii OL i ( 
] ( onditi i ( iit I t nh and hiv size {ra I 
( V] I througn ti en e trabsa H i el 
en, do as little conditionil i itee as possib on li 
[ neapest | ( ( th the na Lauece 1i¢ Hee ¢ } ye 
iS ‘ POSSLDI]e Vn fi eSt Cie ( t t \\ 
. I 7 i tal st il i t il ‘ i 
\ ! it ( . i ive ve trong Tet g as ) l 
tt ( a) i t | Dpielhis ) eSS 
( ‘ ‘ | ! i ) Cll ] 1 
onditi Whicl e d, whil ( n ditio } 
]) ( ( \ } s t | Live eS c | a ( nt ¢ 
0 hd no pract Ol In L885 \ n J el k into the 1 
i ! adealte! Were ( kihe even on thei eu B re thie 
Ove Vou eprese I es W e p nting toa S10 used ¢a ( per hew ¢ 
\ sautisiactol List ear th d imped ’ Hi) Th ear is 
are still hearing that half a profit is better than none 
Used car sales represent 40 percent busines L belie th 
( nt who sells 40 percent of | mn S percent to 15 yp 
“ | ose none ie J This fac o ob iOUS oO e hat t 
to talk about 1 
V1 me thi! ( the o1d nl n WwW Ih ¢ ( ers 
s e 0 he things y el ene did whi were J I cle ‘ ‘ 
facturers eems stran that more vigorous action cannot ta 
the lem of used cat ross, sine n the long run iilure to nd 
! em Will do the ma ifacturers more bh m ‘ oi the othe { I 
ined [I do not believe car manufacture orking alone or any ¢ 
dealers working alone can have any success with this problem I n 
stand, however, why wiieu it is of such vital importance to both, tha 
a start at its solution cannot be made 
In conclusion I wish to point out some of the things which I believe a 
to the success of this business. 
.1) It will be a sorry time for the dealers and the anul ire 
this problem is settled by the Federal Government 
(2) Since there are so Inany dealers, they will neve have an 
cess trying to handle it alone. 
(3) It is imperative that some action be taken now before the 1939 
senson 
(4) There should be a profit snle of an auntomobile reg diess 
uch extra profit can be m: “ 
(5) Service should be a duct of ¢a ales fe the large 
Car sales should be a decided byproduct of service mr the er) mal 
(6G) Gross profit on used cars should be a m if course lfad 
nd some way either through used car conditioning o leve Ni te 
£ profit where some other dealer cannot, that ce e S entitied tf ( 
profit 
‘he sending of this letter is not a casual matter \ dea ust ki 
order to stay in business, what you, as head of this indnust nd other 
facturers, think and plan to do about these major problems 
l. Used car gross; 2. New « net Defore s ce profi 
Yours very truly, 
J P. Ma 
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I sent a letter with considerable fear because Mr, Sloan is a very 
Important man and I have heartfelt regard for him for he isa humble 
man. 

I was surprised when I received a three-page reply from Mr. Sloan. 
I would like to read this reply. It was not delayed 2 or 3 or 4 months 
as I will show you later on is the treatment we get now. I got the 


_ 


reply to June 16: 


GENERAL Morors Corp., 
Vew York, N. Y., June 16, J938. 
hie General Motors Dealer relations, NADA address 
ir. JAMES P. MAYO, 
James P. Mayo, Ine 
Nashua, N. H. 

My Drar Mr. Mayo: I am indeed grateful to you for your very interesting and 
intelligent letter of June 9, contents of which I have carefully noted. 

I agree with you in your contention that the new car business should, in 
principle, stand on its own foundation, but you will agree with me, I am sure, 
that when we speak of a business, we must look at that business as an economic 
unit. We cannot always take parts of the business and expect them to be eco- 
nomic in themselves, because they are necessarily a part of the whole, and fre 
quently added parts are required to develop a proper gross to make the whole 
business successful and virile. 

For instance, in the automotive business at the present time, it would just 
be impossible to continue the manufacture of a high-priced car if it stood on 
its own foundation, but it is reasonably profitable when it is a part of a com- 
plete operation involving lower price units as well, therefore it seems to me 
that we must recognize that there is a certain amount of service that normally 
goes with a dealership, which is essential to a successful economic unit. There 
might well be additional service that would not necessarily have to be included 
therein and the business could still be self-contained and successful over the busi- 
ness cycle, without that particular addition. That is the way I analyze that 
point 

Now, what vou really say is the following: 

First: You do not want to have anything to do with Government messing 
into business—neither do I. 

Second: You say there should be a profit in the sale of the automobile, 
regardless of how much extra profit could be made on service. I agree, with 
reservations as explained above; in fact, I believe your point 5 indicates that 
we are in complete agreement. 

Third: You say that the gross profit on used cars should be a matter of 
course, and if a dealer can find some way to show this gross profit where others 
cannot, the dealer is entitled to the extra profit. That is agreed. The real 
problem gets down to the used car, and on that point you say, that it seems strange 
to you, considering the way in which car manufacturers handle some things 
in which they are interested, that they do not take vigorous action on this 
problem of the used car which is so vital to the dealers. You further do not 
believe that car manufacturers working alone or any group of dealers working 
alone Can have any success with the problem. 

Now let me state what the difficulties are, in the hopes that you may be able 


to show us a way out. In the first place, the dealers can join together, if there 
is a will, and deal with this problem between themselves. This has been tried, 


as you know, hundreds of times, but the trouble is, they do not stay put and main- 
tain any of the many plans which have been suggested which, while operative, 
have been found to be helpful In other words, it gets back to what you your- 
self say: viz, that any group of dealers working alone do not appear to be able 
to succeed, and that applies to all dealers in a community working together by 
themselves, which makes the problem that much more difficult. 

Now the manufacturers, either individually or collectively, are absolutely 
stopped by law from having anything to do with the matter. We are imme- 
diately in restraint of trade as affecting interstate commerce. We cannot be 
a party, either individually with our individual group of dealers, or collectively 
with other manufacturers or all the manufacturers together collectively with 
all the dealer groups and do a single thing along the lines you indicate. It is 
clearly illegal and in the present tempo of things, prompt action with the re 
sulting penalties, could be promptly executed. I realize how serious the problem 
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is—I ean't tell you how much TI realize it, but I also realize, and I say tt 
frankly: that I do not know any way the problem can be solved other that 
hy Various things that might be done to make it better, but those things, in the 
final analysis, mean better business management on the part of each dealer and 
all the dealers. 


You may accept as a fact, the limitations which are imposed upon us, and I 


will go further and say, that I am of the opinion—although this has not vet beer 
determined—that under the present interpretation of what constituted interstate 
commerce that micht be expected from the Supreme Court, 1t is ry helief tl 


there is every liklihood that the dealer's operation would be construed us an essen 


tial part of an interstate commerce transaction, and if that were true then 


it would be just as illegal for dealers to group themselves together and agres 


on used car allowances as it would be for the manufacturers to do so either in 
dividually, collectively or in relationship with their respective dealer groups 

All that being as it is, we must try, and I think we can find ways of doit 
hetter job, notwithstanding the limitations. We must do everything that we can 
tably and legally, but the fact that it must be done through better manage 
ment and without any approach to price fixing—at least on the part of the man 
ufacturer—is unassailable 


Very truly yours, 


equi 


ALFRED P. SLOANE, JYF., 
Chairman 


Then I answered Mr. Sloan’s letter because he asked me to and | 


vd in this letter dated June 21, 1938: 


he Your letter of June 16 
Mr. ALFRED P. SLOAN, JYr., 
General Jlotors Building, New York City 





Deal You are a busy man and I do not propose to make it necessary for 
you to carry on a lengthy correspondence with me. Since the used car appea 
to be our only major problem which is not being handled, [ would like to put 


before you a three-point program which I believe would correct this conditio 
It would, of course, be necessary to get the cooperation of at least General Motor 
Ford, and Chrysler 

The three points are as follows: 

1. Train factory field representatives (vours and all others) so that 

(a) They would not continually encourage dealers to lose money on used car 

(b) They would be able to give dealers time, study, and procedure plans for 
conditioning used cars. 

2. In cooperation with dealers, select 50 cities in which to test used-car con 
trol plans. Cities to be selected on a basis of all dealers in the selected city 
being willing to cooperate in the test. 

3. Manufacturers to place in the field a small number of competent men wl 
would have no responsibility except to contact dealers and report back direct t 
the highest official of the manufacturing corporation the true facts of ho 
dealers feel about all phases of the business, much the same as an inspector 
reports on production. 

While the above is a broad outline worked out in detail, I believe it weuld 
convince dealers that the factories really want to help on the used-car situatio 
and would, especially after the work in the test cities had progressed, lead 
real cooperation on this problem. I do not believe any of the above would con 
flict with any laws as interpreted by even our present Governiment. 

,ours very truly, 
JAMES P. Mayo, IN 


‘fr. Sloan answered this letter again with a one-page reply, dated 


_ _ { 


GENERAL Morors Corp 
New York, N. Y., June 29, 19388 
Re General Motors dealer relations, NADA address 
Mr. JAMes I’. Mayo, 
James P. \layo, Inc., Nashua, N. H 


My Drar Mr. Mayo: I thank you for your letter of June 21, and appreciate 
your three-point program. 
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As to the first point. I thoroughly agree. I have received the reaction, from 
‘ral dealers who have written me, that we are encouraging dealers to take 
losses on used cars. I can’t believe that that is possible, but anyway I will look 
into the matter 

As to the second point, that is a matter that presents quite some difficulty, 
because you must appreciate that the corporation as such, is legally stopped 
from having anything to do, much less to become associated, with plans that in- 
volve used-car control Being involved in interstate commerce, we just simply 
can’t do it. Such plans must be initiated and carried out by the dealers, without 
control by us, as manufacturers 

On the third point, let me say that we have one very capable individual con 
tacting with dealers, and have had for a good many years past. We used to 
depend upon that entirely ; in fact, at one time we had 2 or 3 field representatives 
as we called them Now the reason we only have one is because, since the advent 
of the General Motors Dealer Council we have intimate contacts with 48 dealers 


SEV ¢ 


from all sections of the country, and in addition to that, as you know, we have 
asked our dealers to submit suggestions and criticisms to the council so that we 


can get the benefit of the thinking of all the dealers rather than only that of 
those who happen to be on the council, at any particular time. 
It was very good of you to write me, and let me say further, that I shall appre- 
ciate hearing from you at any time. 
Very truly yours, 
ALFRED P. SLOAN, Jr., Chairma? 


= 
>A 
- 
~ 
4 


ur three-point program. As to the first point, I thoroughly agree 
There is something very significant here, because here is the head of 


General Motors wv hich at that time and this does not take place how 
as I shall prove as we go along—w Wing to admit that the corporation 
could make a mistake— 


As to the firs vil I thoroughly f I have received e reactior om 
( il dealers ] have ritten me hat we are encouraging dealers to take 
SSeS ( ( 11 ] I t l t this 1S J le bu anyway, I shall 
ok to the matte) 

As to the second point. that is a matter that presents quite some difficuities, 
because you must appreciate that the corporation as such is legally stopped from 
having anything to do, 1 h less to become associated with plans that involve 
used-car control. Being involved in interstate commerce we just simply cannot 
do it Such plans must be initiated and carried out by the dealers without cor 


trol by us as manufacturers 
Well. now I how to Mr. Slo; n. but ] do not agree Ww ith him. 
On the third point, let me say that we have one very capable individual! 
one capable individual 
any years past. We used to depend 


contacting dealers and have had for a good 1 


upon that entirely. In fact, at one time we had 2 or 3 representatives 


Then he goes on to say that they are setting’ up the General Motors 
Dealers Council which at that time was a board to which a dealer 
could go and dealers did go and express a free mind, but lately that 
hoard has heecome nothing but a sounding board for the General 
Motors public relations department. T will cover that in more detail 
later. 

I wanted to olive von that exchange to show vou that in those days 
even the head of the line was not too big to talk to a little dealer in 
Nashua, N. H. Now I would lke just momentarily, and T will cover 
this in detail later, to show a contrast—a letter which T received from 


Mr. Hufstader: 
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ExHipir No. 5 


Mr. JAMES P. Mayo 
Treasurer, James P. Mayo, Inc 
Nashua, N. H 
DEAR Mr. May Your letter of Octobe IS addre ed to Mr. Sloa h: 
received 
As you unquestionably know, General Motors is a decentralized organ 
and the responsibility for the operation of each division lies with \ 
I observe in vour letter to Mr. Sloan that you have sent a COpy to Mr. Kili er, 
general manager of the Pontiac division, so that he is familiar wit! 
reactions, 
Very truly yours, 
(Signed) W. F. HurstTaper 
Vice Pre / 
ry ° ° } ee { i Cty 1 4 * : ‘] he. ] 
The letter was originally Written to Mor. Moan oul \Ir. sioan had 
become inactive and it was passed along from his office to Mr. Hut- 
stader, for reply. Now this covers a very much more 
Senator Monronry. What is the date of that letter? 
Mr. Mayo. November 1, 1949, 11 years later. 
Senator Monroney. Mr. Hufstader is vice president ? 


Mr. Mayo. Vice president in charge of distribution. He is the only 
we can do anv business with. iam not rong to cover this all 
ecause [ will cover it in detail later. 


Senator Monroney. Let me identify this, Mr. Hufstader. He is in 


charge of saies but would, at the present time, be the only one in charge 
of dealer relationships, is that correct ? 

Mv. M xv, Well, yes. 

Senator Monronrey. Whatever dealer relations they have. 


\ ’ . . 
Mr. M YO Les, Whatever dealer relations thiev have. 


Senator MONRONE) He would be the only one in haree of that 

Mr. Mayo. And after you hear this reply you will see how little 
that is. Now this was a four PAge letter that I wrote at the request 
of dealers in Nashua, not only myself, because this actually had not 
affected me at that particular moment. They liad appointed a Buick 
dealer which we knew was not in the public interest in our interest, 
or in their interest. and so I wrote this long letter to Mr. Sloan’s off 
again and it was passed over to Mr. Hufstader. Now I am going to 


ice 


l ] 


read you Mr. Hufstader’s reply and I want to cover this whole lette1 
a little later on. 

Your letter of October 18— 
and mind you, this is a four-page letter which T had written to Mr. 
Sloan’s office and which had been passed along to Mr. Hufstader 
H > wrote this on Nov mber 1. This is his reply to me after the long 
letter IT wrote to him: 


Your letter of October 18 addressed to Mr. Sloan has been received 


\ ou unquestionably know, General Motors i 1 decentralized rani 
and tl responsibilitv for the oneration of each division lies with t] dl 

I observe in your letter to Mr. Sloan that vou have sent n cop to Mr. Kui 
general manager of Pontiae division, so that he is familiar with your re ms 


Phat is it. T wrote him and said: 


Iam utterly amazed at your answer 
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This was on November 4, 1949— 


Am I to believe that this is the complete and total response that I am to receive 
from General Motors on this important matter? 

Now [Lam coming back to this letter 

~ itor Monroney. This reflected all of the General Motors dealers, 
it represented all of the dealers 4 

Mr. Mayo. I will cover in detail the reason for that letter a little bit 
later on. Now to get back to the record, beginning with 1939, Jame 
Re May ». Ine., had weathered the storm and never again faced a profit 


less operation. Throughout this period and until the last day of its 


4 | ie Q 5 E 1 7 > 4 
operations, dames P. Mavo. Inc., continued to build a strong service 
aepartment, or as the factory says, lixed @ross position. 


~ : -¥ . ; 
Although Nashua, N. H.. ranks 50th in size of cities in New England, 
anny ® Mavo. dine .was alwavs 5th to loth largest n Pontiae dealers 
New Enel nad. I make this statement to show we had public cood 


1! for General Motors in Nashua, N. H. This exhibit which you 
\ il] mve in t hae record hows the ranking pos} 10 of ell of the Pontiac 


] 

1 ' 

| { 
; . , 1 ’ . Am 
dealers in Nev ne and at the end of June 1955 
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) M 4 1 
3] ( e W. Dod Moto ) « ‘ 
I Ir 
31 W ter Mé Barton. Vt - 
84 Ar P jue Is) I it 
\ il M 
36 «Hop ( we. Peterboro, N. H 
3 ow Pontiac, El } 1 
s Gordon Mot ( R ifield D Ma 
MARTIN LuRo 
LONE Wane / 
' | } } 1 } ] 
Pay tr e pack ali Thro nh tne vears, put Lf pie edi Th Ones 
I 
sample. They are all the same. You cannot get a retail ser 
“ ’ . 1] 4 1 ] 
ul unit you have eustomer wood will fhetwooo hand mina 
4 
1ou ] { mno ale t 
Now even though Nashua is a small city, it 1s 50th im size of citi 
In New Eneland, we always maintained a service volume of 5th to L0t 
n that market. Now | bring that out to show that I ay not i KINO 
; i 4 ; 
a claim here because I could not operate in this market. I can operate 
LA Bt Chere is no que tion but that I ean operate i It L que 
= ° ] ? 1 ’ 
tion of whether I want to or not or whether I will do what 1s ne "\ 
+ 1 : 


0 have to be done to operate in this kind of mark 

James P. Mayo, Inc., which had an operating 
month in 1941, when the war came along reduced this 
and I went into the Air Force. The company was 


expense of S&S: 











I hat at the t ( as thought tC be competent personnel and agam 
veay nearly overtook the company. 
In 1944, IT secured a release from the Air Force, since the emergeneyv 
Or type oi ery rhe yea ed ana | Wii older than they required 
(i hn Op Vy Wi » real need of me, and the Air Force took the 
stand that the poi d come now where maintenance—a point made 
by Mr. Fribley—maintenance of people’s automobiles was vital to 
let »of the economy and we had the only body shop in Nashua 
nd we had the most complete facilities available at that time, and 
( lo ( { \ en i } mek OT e company 
We ow, the pal rrible condition They had just 
‘ feet. : i trom 1942 througn 1946 we operated with 
Womobdiik nd without much parts, ¢ ither. If it had not 
PE] or the independent parts sup} liers al d our used Cars, We just 
) ( \ TivVe } ] lie 
| ce to en ient ( o} pha it this time, which 
j ( 10 ( | i Tf { d } iS | vel pt y (71 
} | \ ae i? 1K | | iS | TQ) Zz me ive} 
\! Ne i ! or i came 1 hi e \\ { nd tt oO 


i | ! } { itot i ) na iY Just lic 
Del ve tnat mivb« i\ New | neland could know | wth ne. and he had 
l nd von, thr peopre had no automobiles they could sell 
( % ( pu ul bit of calling us into neeting d 
is cle HN da ne white | nt over some figures 

} aid i pearl \ | 1 hy oh His for 1 TeW Time 

i! } QO i | D read Up { ie mad IT didnt think I ' 
KG, t the GULeS which ne was putting on the 
ird were Just not so, | spoke up and questioned his feurine. Well, 
evidentiv that was the same opinion which a eood many other dealers 
the meet ia had. beear e it broke up the meeting, we just had a hell 


of a time right there for a few minutes. 
Of course, he didn’t forget. As a result of this, on my part, it be- 


f +] r now here 


ame the obiect and determination of this zone manag 

sa point I would like to emphasize because you are at the mercy of 
‘Se people. If h \ dol t 1) ppen to like rhe eolor Ot Vour hair. 

vhat are vou going todo’? Thatis why voeu get a bunch of dealers into 
private meeting and they will carry on and go on at all length, but 
let a tactoryv man come inte that room al 7 they shut ip like a 
neh of ela | I don't k that you can blame them 


Anyway, this fellow took the trend that the wav to get me out of this 
business was to insist that I provide $8,000 worth of facilities for 
customer-labor sales each month. Now $8,000 in itself is not much 
of a figure, but at that time that would have been more than the 

ined facilities of any three dealers in Nashua, N. H., and Pontiac 
Ss not the largest franchise in New ITamp hire. 
Senator Monronry. Either you are misstating that or I am mis- 
reading it. The 88,000 wasn’t the cost of the remodeling job, but 
SS UE worth of customer labor ? 
Mr. Mayo. That is right. He wanted me to take enough money 
to remodel my facilities so I could do that. 

Senator Monroney. You stated it so it would indicate it would 


nly cost vou S8.000 to remodel. 
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Mr. Mayo. If it only cost me $8,000, I would have done it. What 
he wanted me to do would cost me S75.000. | refused and he threzt 
ened cancellation. 
Senator Monroney. At the time you were getting no automob 
Mr. Mayo. No automobiles. 
Senator Monroney. You couldn't get the parts for them ? 
Mr. Mayo. Very few parts. 
Senator MOnNRONEY. So all you h 1d was General Motors’ nam ( 
the hope that at sometime you would get a new car?! 
Mr. Mayo. That is right. I was makine aw trip tO xt Wiel OG 
¢ to be our 1946 automobile and IL requested permission to see M 
Klinger, who at that time was pre ident of the Pontiae dis ( rT 
General Motors. He gave me this appointment and [ discusss 
whole matter WI hh m. and he asked me to make a onfidential 1 OT 
to him. which [ was very reluctant to do, and ould ne er don 
I made this report, and to my utter amazement, Mr. Batrick, \ 
the sales manage., forwarded this report to Mr. Norman, 
the Boston sales manager, end I am telling vou, I hor 
Senator Monronery. He did what, in common pra ! 1 { ( 
o puta buek sheet on it and pa it VONne 
Mr. Mayo. That is right Fortunately they h transferred M 
Norma nd Mr. ( VN. K e was the ne Oni Agel \ oe 
t d Chi bell, tO s eak, l that 1 ln awtul i | thi i ( 
ive SLOO.000 ha wine by An in ident | e | think Wnpor 
his thing d n't drop there 
Just before they replaced this Mr. Norman, they had a z 
e in Which Mr. Batrick was going to make the pru ls} 
nd T was singled out before the meeting and told that if To) 
Ivo mou if I said anvthine in the meeting, that 1 couldn't | 
that I would have to agree not to do that or thev wouldn't let 1 
Well, I nted to go, so [ agreed to keep my mouth uit 
si or Mont \ Phat 1 pretty hard for a good Yankee 
t ¢ 
\Ee 9 ie It pre For the next > veers, e comp O} rated 
the famous Sloan plan, whereby we were SUpPpo ad to nintn 
t; Ss quo They kept > pereent to cl what tl] Wo inted wt 
were supposed to get our percentage of the balance through tha 
d and they held to 1 The vear allocation pt lod was | chi 
> 5 hen inequiti n distributi a hegan O appeal It w quite 
bvious that the new management in General Motors had no intentior 
ny Oiv Yr any col ideration to lone ye rs of service. Chev were 
ydo it th r way, und the le Wers a id the public be damned 
ould | to cite four eases which IT believe are typical of e 
eC] ble distribution It w quite apparent that past serv 
of fait) Fully representing he company, yeal oft SUp] ‘ 
program which they had recommended, whether in the dealer’ 
erest or not, the facet that thousands of dollars had been spent 1 
hiaree d improve physical assets and equal thousands of dollar 
had bee pent on promotional programs, Many times as unnecess ry 





ifth lee to a doe. that the company would proceed to dis 


1°? . . . . . . 
tomolhiles in their own interests, without anv consideratio 


deg 


¢ 


: 9 
rs or the consumers 


interests. 
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Any vear will suffice, but 1950 is a good example. In that ve: 


1 | ue Me tor Division prod iced TO percent more ¢ vutomob iles then in 
1941. and since I was classed as one « the ir very best dealers, you 

Id have tho oht that I would have maintained SO} 1ewhere near my 
elative position in this increase. 


Well, I didn’t. I didn’t even get back to 1941. Yet points like 
Ta We 0 Concor Pre vide eC. Portland, Boston, oe ampton, New 


Hampshire, end Brattleboro, Vt., received anywhere from 25 percent 
percent more cars than in 1941.) In units thie represents any 
here from 25 O00 more cars. Repeated requests and even agree 
mienis ind J got these agreements oO} certain oceasions over short 
pel ods, were to no avail. They ae cive me the cars for a little 
while and then somebody would s “Well, the guys up the line say 
vou can’t have them.” and they ak I ut me off again. 
Now, I did not bring ny ‘supportin r material for this, but I do 
have it, and if the committee would like it. I would be very happy to 
ike it available to you. In 1949—and this is a very, very important 
point—dealers were notified that territory security 
Senator Monronry. Let me ask you about that supporting material. 
Were vou notified in writing by the zon ae mnel that vou were mak 
Ing enough money and it was ne essary to hip e¢ is to other points to 


1 2 1 
Hulid them up! 


Mi. M iyo. They don't do it that way. They never give it to vou 
in writing. Yon ¢o in and vou sit down with them and vou wrangle 


ese fellows for an hour and finally they will agree, “well, maybe 
will ove Vou a fev more aut mobiles, This Was al the time whel 

e needed these ears. Then all of a — you don’t get them and 
vou go down to see what Is v rong and thre y say eAra “Wel , 2ee, I can’t do 


l 
cs a ‘, : ; , ° 1 1 
it, IT am sorry, Jim. I cant make it for “you, and that is all there 


“Will you write to me? 

“No, Lean't do that. I enn't write anvthing tovou.” 

They are very reluctant to write anything. You really get a work 
out. I will show later on how difficult it is to gel them to make a 
] ] 


statement. I will show later in here that it took me 9 solid months 


: 
to get them to acknowledge some correspondence which IT had with 
th Mm. 


‘ ] 


vow, In 1949 dealers were notified that territory security was being 
eliminated from their contracts. We hadn’t been consulted about it. 
Wi : hadn't been asked how we would handle the situation if they 

t kee *p it In there. We hadn’t been asked how we would continue 
to service these cars whicl 1} might pour in on us from outlying ATeAS. 
We just were told: “You don’t got it any more.” 

Within a week, the Buick Motor Division appointed a used car 
dealer Milford, N. H. Milford, N. HL. is a 12-car point. They set 
this fellow up for 125 automobiles. This dealer boasted he would run 
the Nashua dealer, a 150-car point, out of business. Since he had been 
appointed to do business from a filling station with no background i 
the new car retail business, no facilities for service, and had mad 
most—and I mean the most—of the lush used car market after the war, 

all of the Nashua dealers were up in arms. 

No w we come to thi exch: inve ot correspon a nee W ith Mr. Sloan's 
office again which was handled by Mr. Hufstac Now, the dealer: 








e the 
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‘alled the Meeting and we worked over this thing to find out what 
we could do, because this looked to us like the beginning of vetting b 
to 1939, and we didn’t want to get into that again, and I can quite faith 
fully say that if it had not been for the war, there — have bee 
only one dealer, and I am that dealer, left in Nashua, N. TL. in 142. 
The \ woul | have all Lor broke. J just can't los that would have 
been in the pu sa interest and I don’t think that we should have to 
have a war in ord ‘to make | lt possib ‘le tos ay in the retail automol 
business. 

Senator Monroney. For the record, how far away trom Nashua 
is Milford ? 

Mr. Mayo. Nine miles. At the requ st of the dealers, 1 wrote 
letter to Mr. Alfred P. Sloan and I received a letter back from Mr. 
Sloni *s ofiice sloned by Mi Adsit, in whi h he stated that Vir. Sloan 
had relinquished the a ae participation in the day to-day Ope C10 

f the business and that my letter had been forwarded to Mr. William 

Hufstader, vice president in charge of distribution staff, located 

Detroit. 

The date of the letter from Max. Adsit ts October 26, 1949: 


Exnipir No. 7 


GENERAL Motors Core 
Vew Yo 19 N.Y... October 26, 19 


\ 
\ 


r. JAMES P. Mayo, 
Treasurer, James P. Mauo, line 
Nashua, N. H. 
My Dian Mr. MAyo: Since relinquishing his respousibilities as chief executive 


officer of the corporation, Mr. Sloan does not maiitain the same contact with the 


} vie 
l LLDeTLy 


day-to-day operations of the business. In view of this, we are taking the 
ft forwarding your letter of October 18 to Mr. Win. F. Hufstader, vice president 
n charge ot the distribution staff, located in Detroit 
Very truly yours, 
(Signed) W. B. Apsi1 
Office of the Chairman 

Now, there was a preliminary paragraph in this which I am going 
tO vring out later on, but getting into this questio n of ter! ritory security, 
the General Motors dealers had just lost territory protection, The 
news came to us through the mail. We had no op en to say 
whether this was good or bad or if a stunt could be arranged. In 
oul r territory — a week after this change a used-car sharpie in the 

n of Milford, N. H., took on the Buick franchise. His overhead, 
service setup, vet setup, and so forth, however, are on the basis of 
l2 or 15 ears. The Buick franchise would not appeal to him if he 
ould not fire at the territory assigned to other dealers whose franchise 
and overhead are set up on their territory potential. In other words, 
lam made to invest a certain amount of money, buy a certain amount 
of tools. The Buick dealer is made to do the same. Along comes 
this fellow with nothing and gets a promise of just as many cars as 
the Buick dealers. 

Senator Monroney. Does that quite fit into what is the general 
Lt rnuinology, however, of territorial security / What ] have oathered 
to be the meaning of that is regular franchised dealers over a period 
of time selling in other territories would be required under the old 
rovisions to pay a service charge—while your situation appears to 
be a case of multiple-franchises in a coniined area where it does pre- 
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ta problem, I think, different from the general terminology of te 


ritorial security. 


Mr. Mayo. Well, Senator, there are two things territorial security 
ic Cone of them vou hear about all of the time, and the other you 

ver hear about. It is this other that I want you to hear about at 
Line moment 

Senator Monroney. So this is a special loss of area security, you 
might Say. 

Vir. Mayo. It isn’t the lo s of the territory that makes the difference 
fi fact that with territory security you have got to report thes 


mle that you sell in somebody else’s area. Now it is the report 
‘ A 


4 ‘ 
J lat gets you into a jam, not the money vou have to pay, which 
jae yo, 
. ] . 4 4% a , } —_— ,° ] 
you could e! many times attord to pay, and very often Lo il 
4 , — } 1 , ade ar 4 , a ] 7 } ] 
fact, 1 nave soia car 1 other dealers territorte and mailed the 


] ] 14 ‘ 4 1] ] ) : } 
the check moht off the bat because [ could make a vood deal on it and 
no dealer objects to that, but what you do object to is a fellow com 
. . os 1 4 a 3 1 
In and pirating vour territory on a stimulator basi in other 


words, he is set up with no expense, but you are required to have 


the expense, and 1f vou say “Well, now, wait a minute. I don’t want 
this place any more, | aim PFolne LO find someb« dy to buy its and { ah 
ng to set myself up out here in a filling station”-—‘No, sir, you 


hat you got, and 14 you aont have it you arent 


| 
i” to have wha 
ler.” and they have you On a aU day notice. What are you 


our dea 


soins to do 4% 
' 


sO. you see, it is the fact that these sales are reported, and the 
factory sees that this fellow is selling more cars outside of his area 
than he is inside of it that restrains him. Because in the old days 
when we had territory security, if you did too much of that, they 
came around to see you: “How come? Vhy don’t you develop your 
own area é What are you doing over there?” And it is that that 


: ] +] ae : . : ‘ . Hee : } Bs ! ] 
maxes the ainerence, and you can sit down with a dealei and make a 


very vood case fol stay 1] Yin your own yard. 
Yo can make More none and VOU can take better care of Vou! 
owner a we owner are ne ee nfused. They are not lec CO believe 


sare diferent from what they are, and it makes a very much 
better picture all around for you to stay where vou belong than it 


es to travel all over the place, but it is the reporting of this thine 
thet makes the diiference. Yet every dealer, emplovee, and eventu 
alld everv owner of a Gr neral Motors car in this area will be ad 


versely affected. 
The foregoing is a single item on a long list whicl 


Nn seems t 


tO me to 


add up to limited eontract security. Then I gO On tO cite the other 


th ~ but Dam ox 1 ¢ to cover those later, so L will pass that by now. 
The date of this letter was October 18, 1949. Then I got the two 


line reply from Mr. Hufstader? in which he admitted nothing, but 
they canceled the dealer and we were informed through the GMAC 
representative that it was nothing that we had to do with it: they 


just canceled it. Well, he had the franchise 12 days. You figure it 


] 


It shows they enn move fast when they want to. From this point 
; : 
ly sure that the 


on, the pot really begins to get hot. I am absolute 

















vierlal which [Tam going to pre t to vou from here on ) 
a representation of only my particular circumstance 1am absolute 

re t { » more or |e 1ieonre , depend Yoh how much ba D 

e deniel } ul. every Cit ler, whethe he is | rd or Crenel 7 Mot: 
or 3 '’ ier. ins bee 1) ‘I ito th Ly) n¢ } ! rene | 

Vow | weayw we series exhibits hei \ \ L< 

L) eh “al thi pr i | e 311 ‘ veri a Ni 

' e] Pett ! md If iS quite oratifvineg t low) 
) OT Vel Cie SO Tal ’ \ t} | ( 7 
have to take so much time explaining he { Line wo 
{ tle) ( how il] ibe ut Tt wid { Vet VY, Vel v I , ( 
i » ¢ ie Of it) Kena cre Mia } i i > We Lip Oo 
{ ( » Lit u i hid JO? ‘ i ( na 
trae way thie e peo! l¢ worked 

N I rece ved in Januarv of 19: * Ja } ba be ex 
Ld I | tatement woich Genet Mot In { IP 
if 7 ePlie Out ¢ cea t I You VI Lit la? \ 1 Thre 

i { t Ti | \ { : ( ‘ OT ¢ ! Cal \\ U\ j 
there. Phe) pay u nt U. They give us an accounting 
Gt \ LC they hay Lovie (1) it O} .vear. We have no co 
\\ in t SHY lL will qualify that ly you ut up enough of Lhaht 
you can maybe get them toe let loose of a little bit of it for ! 
uo m 1 I will how ater here 

“si Atoll AST NRONEY pies | i ] 1: (| largely oO! tre if ¢ 

\ir. Mayo. That is $25 per ear. It savs right here, $25 per car 

_ moO} Nii NRONEY No\ does that fund PPL to the « rrent ve 

hich vou are selling the car or is that an advertising allow 

( mul | cl fo. the follow ye” Vveu? 

Mr. Mayo. They don’t have to spend any f it if they don’t wat 
to. Thev can hold it for 10 vears. 

Senator MonroNey. What I am trying to determine is whe Y, 
putting that $25 per car up, vou were building up a backlog of ady 
tisine for the following vear. or was it supposed to be pil o for t! 
advert} 9 in the current vear ? 

Mr. Mayo. Well, it all depends. They decide if you need it {| 
current year, theoretically, at least, they would give it to you. But 
practically they never do. 

renaror SION NEY. Well. Whit In t(rvine to vet a IS, { 1} 
1 { 1 denley fy Wy haw late = Doe he vel ive 
umulated whieh has not vet been spent bv | ecto / 

\] Vi aye 14 the nas nole- tV po ly a2 ( b K | ive \ 
If he nhamu »le-de; ler pomt he vet othimeg Bu ‘ 
}u awe Kor imstance, my friend ( Ka \ 
thro one of ese foreed rel es he one of ft) ejeN 
\ ust, that : i big (ie ley ree e@ mM { i\ een ft Ll 
housand of doliay oT ¢ Hy lie money t «| uD t | Wivel € 
fund ar Wu KI if over Th hill lle never see f Vo j 
| { v wav thev want to. In that particular ease ther t 
ey minal l ecount of it Now tO 1 et} vy do} Lice amek ! ones 

ver thouealh FT « rv anvthine abon 1, v do 
thev do tell me that t! V spent so much of it Tor th that 











202 AUTOMOBILE MARKETING PRACTICES 


other thing, and how much of it I have left. Now on January 25, 


1955. LT had $2,685.51 out there: 


Boston, January 25, 1955. 
Ca 1 Ja Les P. Mavo, Ine 
\ddress: 232 Main Street 
Citv and State: Nashua, N. H 
Period covered : From January 1, 1954, to December 31, 1954 








Balance at beginning of period (cr.) $2, 165. 47 
Contribution to advertising tund: 
22 cars, at $25 
127 cars, at $20 
otal amount contributed (er.) 3, OBO. OO 
Total amount to account for (cr.) -. $5, 205. 47 
Expended for advertising: 
Newspaper space $1, 968. 27 
Newspaper preparatory 106, SO 
Dealer local magazine advertising ; : i 
Dealer local magazine preparatory 
Cdutdoor space 7 - 
Outdoor preparatory- : - 
Painted bullet 
Painted bulletin preparatory 
Roadside signs ai 2 
Spot radio__ == - ec ae . $54. 32 


: 
Spot radio preparatory 8. 94 
Spot television 

Spot television preparatory . a ; 
(hain television—time-——only 


screen - 

Traden are advertising (telep! one a rectory ) 31 63 

Direct mail : ton 

Dealer product signs or used car lot material 

Viiscellaneous aul - : = 

Iiractional charge ets aA = 

Fractional credit i 
Total advertising expenditures (dr.) “ 2, 569. 96 
Balance in advertising fund (cr.) wm 2; O00. OL 


Well. I do not know why I should leave $2.600 with General Motors. 
[f you look at their financial statement, vou do not even see this listed 
onthat statement. It doesn’t show the millions and millions of dollars 
that they have got of dealers’ money on which they pay not a dime 
It is in there somewhere, it must be, but I do not get it. So I got fed 
up with that and [ wrote them a letter and I told them that I wanted 
this money. | talked abou it first and [ wrote the letter on March LO, 
1955: , 

Marcu 10, 1955. 
Subject: Statement of advertising fun 
PontTiAc Motor DtIvisSion 
boston 16, Mass. 


(Attention: Martin Lubot 


Dear Marry: You will recall when I talked with you at Nashua on the 24th 
February that I stated that I was dissatisfied with the manner in which 

he advertising fund was beir handled, and that I told you that I was going 
equest you to discuss this matter with the factory. 





. . ‘ — 7 a O19 
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I have fore me the advertising fund for the year 1954. On December 
there was a balance in this account of $2,085.91 Wi ich you will agree is Inv mone 


Pie watter which I wish you to discuss with the factory is the procedure you 


se for Withholding these funds and your apparent lack of Confidence In me as 
deate iS a] nt by your proccaure and use of Ws money 
1 } e been a Pontia vier now for more than 20 years In tha ‘ 
have never oi called on me for mone due vou without receivi it ¢ 
before the dune daie and in full amou further, if you will check wit 
ban i with ry person f n whom we ] hase moeateria ou W f 
th ( I il that we incu paid for discount ( | e ( 
| t und t how yon can possi! ‘ sider it fal eatment for 
to tie up from two to three thousand dollars of my tunds on which you pi ! 
nterest whatsoever and which bt could use to our mutual advantig l hi 
i ( [hit i al I 
Why annot vou bi me for mone expended in terms of the pre 
i ( { ( puted l Cl 1 Whiel ty el tr n \ eae 
rie ! s the money 1s expended You could then have the adverti Y 
or vou uld bill me yoursel r the amount due, and I y forward ) \ 
hie i a nmy pal wecoul us Id vi lve unt { il 
( t 1a'¢ NT! h W ( 1 t! - GSS 
t = \ at ell t r untaimimeg yo : I nt of advertising ( 
he how much Ww: i\ ible to be expended and for wl 1 cot 
v a reserve the me as I for all other reserves 
is no reagQsol vy I dealer should provi General Motors with two ¢ 
three usand d irs of free nit 
W ou pre t thi que to the factor enorting ick to me their ‘ 
I might sav that 1 am quite insistent « this matte nd do not intend to nee 
TLD LE no f your answer \ i pre Vide vou with whole arted cooper 
ou utual endeavor to keep Por in a good sellin position 4 ( oO 
1 \ ect this ¢ it justice i shall await ve ‘ 


i told them that they had been with me 21 years and that Thad never 
failed to pay them their cost parts account and that T had alwavs 


bought all of thelr advertising programs whether I wanted them o1 
r } } 


ne I did not see any reason why thev could not bill me for ¢1 


} Es cot } +] ae ; ' | 
aqdveri ne when they used it and pay 1yie the same Aas anvor ly ( » 
Ce a | { 439. 3 . . ; . 
I told them ! would hoi be sariisned W ith a reply from the zone offi e, 
i 


rom the head of the line. if it took me 10 


that I wanted a letter back 
ears to get nd it took me 9 months to get 1 L oot it Xt t 
I vot all kinds of telephone conversations In between in which they 
tried to tell me I did not need a letter and they wouldn’t do anything 
5 which I knew they woul fet: but I final eO { 
letter back from a Mr. B. B. Kimball who was advertising manact 


) 
for the Pontiae Motor division: 


about it anyway 


Mr. James P. Mayo 


James P. Mayo, Inc., Nashua, N. H 


PeaR Mr. Mayo: As you undoubtedly know through M Lubot and Mr 
Kissam, your leiter of March 10 was forwarded to Mr. Chapman and, after 
discussion, Mr. Chapman referred it to me. I replied to Mr. Lubot but, } use 
of your iliness, there was a delay in discussing the matter with you. While I 


thought I had covered each point in your letter, apparently in some phas 
I failed. 

First, let me assure you that all of us in Pontiac are g ‘ful indeed for the 
fine performance your company has rendered and we are confident both our 
zone and regional offices feel the same 
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Inasmuch as you have been a Pontiac dealer for a long time, you must be 
thoroughly familiar with the advertising section in the Pontiac selling agreement. 
Krom time to time changes have been incorporated but the basie principle of 


the advertising plan has not been changed. 





Phere prol ly en a policy adopted by a company that will work 
to e entil ati eryone concerned However, there are so few 

jer evel manner in which our advertising program is 
handled that we feel it could be almost 100 percent perfect. This did not come 
ibout by accident but was carefully planned hy some very brillinnt minds, 

ong whom was Mr. R. H. Grant, now retired, who was formerly a General 
Motors vice president and head of the corporation’s sales section. 

The contributions to the advertising fund permiis the lilding of a small 
reserve during normal times and, when competition becomes keen, funds are 

il for a e intensive campaign 

Chis, of course, is an ideal picture. Many, many dealers’ advertising accounts 
never reflect the healthy condition vours does. On the other hand, there are 
dealers whose advert ns ccoul eredits are much larger than yours, due 
nainly to the fact tha he eal advertising ¢ s are low or because few local 
media are available. 

hatever the deale -c¢redit may be, it is not used to finance the General Motors 

Corp. As a matter of fact, the factory contributions to this fund is no small 
figure but will run somewhere between four and five million dollars this year. 
ven this money is not used for the normal financial transactions of this com- 

iv or the General Motors Corp 

The fact that the entire automobile industry has copied the General Motors’ 


advertising plan would indicate that it has more than ordinary merit. 

Inasmuch as this plan is working, and has for muny years, to the satisfaction 
of practically our entire dealer organization (yours is the first question of this 
kind raised in a long, long time), we see no point in making a change. Nor is it 
possible for us to make an exception in your case and handle your advertising 
program as you suggest. 

We are confident if you will study this plan that you will find it most prac- 

al for either a large group of dealers such 
We hope you ean understand and appreciate our position. 

Very truly yours, 


as ours or a much smaller group. 


B. B. Krmpatrr., 
{dvertising Manager. 


Copy to Mr. Martin Lubot, Boston zone; Mr. B. A. Kissam, eastern region. 


It is two full pages and the sum and substance of it is: “There must 
1 . . } 
be something wrong with you, Mayo, you are the only dealer that 
has ever complained about this in all of the years we have been in 
business.” Well, I was disgusted and wrote them back and told them 
that this letter did not answer my question, but I guess there was 
could do about that. 

EXHIBIT No. 11 
AuaustT 8, 195d. 

PONTIAC Motor Divisi 


General Motors ¢ OrTp., 


(Attention B. B. Kimball.) 

DEAR Mr. KIMBALL: It would seem tle agreement is for interpretation as you 
see fit. since a parently you have no qualms about violation of paragraph 20. 

I am only concerned with the agreement as it affects me in Nashua, N. H. 
By every standard (length of ft » T have been a Pontiac dealer, the manner 
in which I have met my obligations as agreed, and by just plain common sense), 
it is only reasonable and just that vou should release these advertising funds to 
me, as outlined in my letter of March 10, 1955. 

I uld like to call vour attention to the fact, that my original letter was 
written March 10, 1955. I was assured by Mr. Crawford that I would receive 
as prompt attention to correspondence directed to the zone office as I would if 
it was directed to the factory I did not leave my place of business because 
of my recent illness until May 17, which means I waited over 2 months for 
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a reply to my letter of March 10 I have been back from my illness a month, 
a total of 5 months waiting for a reply to this letter. 
The reply I have received is entirely unsatisfactory. Quite obviously Pont 
intends to do nothing about it As far as I am concerned the matter rests 
Very truly yours, 


JAX 
JAMES P \IAYo 


At that time I had wlready told them I was gomeg to get out of it 
o there wasn’t much sense in my going any further. 

Senator Monroney. In addition to your other advert! ing allow 
ance on the cars, were vou sated to ‘buy any direct mail advert 
ng or was it sugcge sted th: aut you had better ? 
Mr. Mayo. Well, it was a little more than suggested, Senator. | 
would not have bought it if they had only suggested. In 1949 when 
we needed used-car advertising like we need nothing the "V ne around 
with a program which would have cost me in Nashua, N. H., 54,500 
for ea advertising and I didn’t have any used cars. And I 
could not get any used cars. I could not get any new cars. ‘This was 
a direct mail ye es which they were going to send out from Pon- 
tine. No part of it woul le ie chs irced to the vdvertisine fund, mind 
vou. This I had to pay. And I | ingaled with them and I wrangled 

th them and I finally got the thin ne down to $1,100 and I bought 
51.100 worth of used-car advertising. 

i might just as well a taken it out and poured it right down the 
sewer because I had no more need for that advertising than nothing. 
But I held them olf as long as I dared until they came to me and said, 
“vou are the only dealer in the ZONE 1 do not believe if but they 
said I was the only dealer in the zone that had not bought this thing 
and that is a familiar technique. 

There is other correspondence in here in which I was asked to 


S}onN ac ‘apital analysis, for instance, in which they had made an $15,000 
error. Il was just pigheaded enough that I we uld not tell them where 
the error was and they weren't smart enough to find out. I wouldn’t 


sign the darned thing. This went on for 2 years. F inally Latham 
Clark came to me and said, “Jim, won’t you please sign the damned 
thing? You are the only dealer that hasn’t signed this thing.” I 
finally signed it, although when you sign it you agree that if there is 
a misstatement in it your franchise is subject to immediate e ances 
tion. That is why I wouldn’t sign it, and they wouldn’t waive that 


clause. I said. look, Latham, take that out and I willsien it. You have 


got a mistake in it. I didn’t dare sion it with the mistake and I had 
to finally tell them where the error was. Here are all of these busi 
nessmen, all the men at Pontiac that are supposed to be so smart, and 


here is an $18,000 error looking you right in the face and they ean 


not find it. 

Senator Monronry. When you told them where the error was did 
they correct it then? 

Mr. Mayo. Yes, they corrected it and went on from there. 
they did not need the thing. 

Senator Monronry. An $18,000 error on your side or against 


you / 
Mr. Mayo. Against me. They showed I had $18,000 less net worth 
than I actually had in the business. his $18.000 mistake was tied 


up in General Motors O34 preferred stock of pretty cvood value which 
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I had set aside because we expected to go into some extensive pro 
motional plans and I wanted that money but it was right there where 
mnvbody could see it. 


Now here is a letter which I finally wrote to them when TU decided 
| could not live with these people any longer. 


At US!1 16 5 
Moror DIVISION, 
Boston, ‘ass 
(Personal attention: Mr. Martin Lubot, zone manager. ) 
Gi EMI In June of 1954 you requested Pontiac dealers to mals 
the so-called pack At the contracting meetings in October 1954, Pontiac deal 


ers were practically commanded by your representatives to use the pack 


In my opinion, packing is a violation of paragraph 20 of your selling agree 
ment, a in unethical practice I have, therefore, refused to use it 

The consequent damage to my business and my health caused by this situatioz 
no C4 \ » requ that you replace me as your Pontiac dealer in Nashua 
N. 0 


In view of the above, I hope vou will accomplish this transfer as quickly aud 
with as little loss to me as possible. 
Yours very truly, 
JaMES P. MAY’ 


EXHIBIT No. 12A 


PONTIAC Moror Divistoz 


GENERAL Morors Cort 





Zone Office, Boston 16, Mass., September 2¢ ‘ 

Mr. JAMES P. Mayo, 

James P. Mayo, Inc., Nashua, N. H 

Deak Mr. Mayo: I wish to acknowledge your letter of August 16, 1955 1 
dressed to ny personal attention 

I believe you are mistaken when you that I requested Pontiae deaiet 
to make use of the so-called pack and that Pontiac dealers were practicall 
commanded by representatives of Pontiac Motor division at the contract meeting 


in October 1954 to use a pack. 
I do acknowledge, however, that I have talked to dealers individually and 


in groups about the general trade practices in the industry today with special 
emphasis on what competitive dealers are and have been doing in regards 

pricing. Specifically, | called the dealers’ attention to the pricing program of 
one of our principal competitors in the Pontiac price field and discussed genera 


the apparent degree of success which they appeared to be having as the resu!t of 





the so-called pat In all of these discussions I was simply apprising the dealers 


of what was going on in the industry and I suggest in each instance th the 
Pontiae dealers should find out specifically what was going on in their market 


ind then give consideration to taking whatever action might be necessary i 
order that they could be competitive 

I recall one case when you specifically asked me if vou were required to put 
a pack in your car prices and I advised you at that time that the decision wa 
for your own determination 
I regret that you or any other dealer may feel that you were practicalis 


el tire ly 


commanded to use the pack, that certainly was never my intention, and I am 
satisfied that I have never implied that a pack was required by Pontiae Merton 


eee 
qgivision 

With respect to your request that you be replaced as the Pontiac dealer in 
Nashua, N. H., Pontiiac Motor division will respect your wishes and send you 


any applicants who may appear to be acceptable to Pontiac Motor divisior 


order that vou may negotiate a sale of vour assets with them. 

in this connection, however, I wish to call your attention to the fact that 
while any negotiations as to the sale of your assets are entirely a matter betwee: 
yourself and an applicant, Pontiac Motor division has the final determination as 
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ourse, that any 


It will be assumed, of ¢ 


the qualification of an applicant. 
f an applicant will be at a fair value 


vour physical assets to 
Very truly yours, 
(Signed) MARTIN LUBO' 
Zone Manag 





Exuibsit No. 12B 


NOTES ON TRANSFER OF FRANCILISE 


September 6, 1955: Lease term O. K. at 8% years to go with Firestone lease, 


fO.K ith operator. Would have to take up with GM on subsidiary company 
buy out an equipment lease. Expect buy out in 5 years. O. RK. for James P 
ive. Inc. to lease equipment (if O. KK. with GM) but term wo 

nsidered 

Lubot wants figures in form 


Will insist on 25, percent ownership to buy out operato: 
to ll a.m.) Thursday Sey 


fia I roposal. 








September ZO, 1955: Meeting with Lubot (9 a. m. te 
29. TOSS hie asked if IT wanted aunouncement curs 1 told him of course 
keep the thing going I explained topics on outline to buy out 
Was tant to admit anything, finally said they would rather set up 
plete | dealer without any connection with me or James P. Mayo, Inc., 
di hat weulid not interest me. I told him I was entitied to tiore con 
! i thit fe asked me about my health, and I explained that wa 
Vv pri ISsliess He wanted to know if they sold me out, if that would 
nd my interest in the automobile business IL told him I doubted it since I had 
nit for $54 vears And that I could not see how that had any bearing on 
ie mat Inder discussion. He wanted to know if I would continue to be a 
src i toid him I resented the implication. THe wanted to meet my pro 
Os operator. IL told him I couid see nothing gained by such a move w 
approved the plan. Te tried to pry information from me as to w 
ight be f told him I had two in mind. I asked him to get the plan ap 
roved and what the procedure would be He said throuzh channeis. it wou 
we s 1 told him I thought they could move faster than that and sh« j 
i id he would try. 
i I explained difficulty 1 


gupa new dealer (see above) 





aInInNL to Sel nme 
e new dealer if they should force me to compete with him. Jie admitted this 
NOTES ON A TELEPHONE CONSERVATION SEPTEMBER 28, 1955 
es DP. Mayo cailed Dan Pierre. 
uestions usked by Mir. Mayo pertained to a meeting of dealers held 
he Dx i Pontiac zone office for the purpose of signing the dealer selling agre 
nents for the Inodel vear 1955 
Mr. Mayo asked whether Mr. Lubot said that if anybody quoted him he would 
a 
Ir. Pierre said “ves he did.” 


Mir. Mayo asked whether Mr. Warsaw asked if he could pack $350 


Mr. Pierre said “yes.” 

Ir. Mayo asked what Mr. Lubot’s answer was. 

Mr. Pierre said that the answer was “No.” 

Mir. Mayo asked whether another dealer had asked whether he had to giv 
istomer the pacl 

My. Pierre suid “yes, 
\ Mayo asked what Mr. Lubot’s answer to this question had been 
Mr. Pierre said that this was up to the dealer is what Mr. Lubot said 

Later in the conversation Mr. Pierre said that Mr. Lubot had told the ¢ 
mld go to get the packed pricelists printed. He also said that the 


r the printing of these pricelists 


where they « 


leaiers had not had t 


tO Pas f 


NOTES ON CONTRACT TRANSFI 


iesday, November 15, 1955: Grapone brothers, John and Jin came te 
place at 9:30 0r 10 a. m Said they had heard I was giving up We ent 

is under which I would transfer, spending a eat deal of time on the ‘ 

As we taiked Mr. McLaren and Mr. Parker of Ponti ned 


pment 
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the conference Finally the Grapone brothers and I inspected the premises 
I gave lie itline of how I would transfer, telling them J] would work 
out ills if they got Pontiac approval. They then had a long conference 
i Pontia ficials at a local dine When I came back from lunch, th 
had go Mr. Parker said had made me a propositio1 ».000 for all 
ed i : Chey thought S600 a mouth rent, including my lilding and equip 
I t! h ha muid be rked o (Se { nsf¢ lists. ) 
I | ( } t is nothing to 1 bank tev sale Phey 
( ! } S i first actual } spect Pont | sant to 
Wee ‘ | » be nn. TA a I ld St i¢ 
j he t ot il) t i er to eT I ring I oO 
) I f SUCCESS i ey Tisi wit I tot 
1 ft - i “ea ( OD! i¢ Wi M \ieht hie ha ed 
( ( ne 
November 22. 195 John Grapone called at 11:30 a.m. said SGO0 rent 
1 WH) ¥ oO more I ed to see if any compromise could be made wit! 
) eece Ii inted to buy parts on an obsolescence basis I said ‘No 
i told there was no point in trying to de with him until he was approved 
Te ( leal | re he trie to et Pont CS approval I said “No.” I 
‘ i | ni: 12 i on \ there, talked to MeNally he claimed he 
kn ) n¢ I got [eLare s schedule nd called him a Portsmouth. ] 
t 1 Grapo s offer was not short of a nkruptey sale That their 
cl s forcing me and tl Id not like it I told him about Grapone’s 
( ! isked 1 if tl a decided to apy ve him He said he didn't 
that they had others I told him no one had been near and I doubted any 
vi buy without a look. Te said the Providence, R. I., man knew the place. 
HI he would see Grapone this afternoon and would see me Wednesday. 
Wed Novem! 98 195: ( 1 he had 
gr n fi ] ad ‘I ely I 
oft I E Tc +c ‘ hers 
( 11 had ine to terms 
] 1 Pure l nid ( 
} ( s there) I 
ircums s T eu 
f unti hey i tl \ 
+ } l¢ { } l 
v ( e had bette t going 
( 1 » the ‘ t no incrense 
al Lor it, 1 1 ne as we keep 
t) ould make a lower pric the equipment to be transferred. I also told 
him I would keep such things as the addressograph and trucks rather than sell 
the for 30 cents on a dollar. He said he did not blame me for this. I restated 
I thought their delay had been deliberate, so they could force me to sell out 


at ridiculously low figure i told him I did not think Grapone was anywhere 
near as good as my suggested operator either, for them or for me. He made 
no comment to this. 

Wednesday, November 23, 1955: Mr. McLaren came in at 3:30 p.m., said he had 
not been to Boston. Told him Stadler wanted him to call. He called and talked 
to Mr. Lubot. He said Epstein wanted the deal, said his brother was going to 
back him. I told him I did not consider him a very high-type operator after his 
work with Garfield. Told him he might lose my help if he put him in. I also 
said I would want a lien on equipment to guarantee the lease if Epstein took 


the dea He said Grapone wants the deai and the Providence deal was not off 
He said he thought Grapone would go $17,500 on equipment. [told him that was 
a holdup and that since I was evidently going to be robbed, I had shifted some of 
the equipment to the lease at no extra charge and we would deal on each in 
dividual ite one by one, to make up the total equipment price. 


NOTES ON TRANSFER OF FRANCHISI 


November 29, 1955, Tuesday: At about 10 a. m. Mr. Lubot and Mr. Mclare) 


‘ ie to iny office. I asked them how they were progressing with the transf« 

Mr. Lubot did the talking. He said the Providence prospect would not give him 
a go-ahead and that Mr. Mahoney from Worcester, Mass., thought it was too 
much money. He said they had about decided on John Grapone, from Concord 
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know if I had come to any agreeme 
s far as I could with Grapone wu 
! he franchise J appal 
ited to a forced Sel Lil Mr. L 
g Cont land that if Gray 
1} the f i rte d 
ul ul »> Was COlIp ( i t 
ere be ( ‘ 
Ve ! { 1 ] 
iplained to him that t l ( 
I e } \\ papel na t pl ) 
v1 ide opel iy 
d | d on | savil i S 
( I remiiuded him they were 1 
he Lie | [ ta illa.l 
9: Telephoned to Mr. Lubot a 
to give the Tranciise to Grapone 
Wit] ‘ WY bal 
eu a, ltdede ti Kea ( 
Ene stutionery, so that they cou 
is) I sent the stationery to him 
i I e Ka ( I iG il st l 
that | st ie S 
S° 2D A. 1 I t ephone to J 
‘ ! Dec 
) s i. 7 belepn a 
hi j lt “1 , ( 
‘ Will 
oO { d Lol ! 1a J 
im é e could, but t Wiis 
ew ; ( qd i 
i ) 
\ rr J Moro 
) tia 
' \ \ { 
er l ney I i 
( } I did 
l { Li ( | ‘ 
t i | i 
‘ ( ‘ 
f t} ! 1 hand aske 
sellout dealers signed bie \ 
I «a Wy I wanted the \ il 
said he « d see m oint but « 
amounted t ( cion, e I 
ement and mv failure to h wo | 
Inc., vet Is 1 Pontine would 
hev \ { 
1 ! n ihe 
] Li e5 { ( j 
i recemet!l lie¢ 
| 
I 
of Al ' ) a 
e hn ¢ | 1 ( ] l 
I sent a of 1 e to \ 
Pr. Ma ly mad ( 
d d Anon 6, 1955, and 
kept not on every single m 
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every single telephone conversation I had with them and in this 
xhibit are a great many of those notes. I wrote this for the personal 
ittention of Martin Lubot. and I sent it regists red mall, Mr. Lubot 
the zone manager for the Boston zone. 


GENTLEMEN: In June of 1954 you requested Pontiac dealers to make use of the 
so-called pack \t the contracting meetings in October 1954 Pontiac dealers 
vere practically commanded by your representatives te use the pack. 

I mean commanded. IT will go into the details of that a little later 
on but there is no sidestepping the issue; you will do it or eise. 

In my opinion, packing is a violation of paragraph 29 of your selling agreement, 
and an unethical practice. I have therefore refused to use it. ‘The constant 
damage to my business and my health caused by this situation now forces me 
to request that you replace me as your Pontiac dealer in Nashua, N. H. In view 
of the above, IT hope you will accomplish this transfer as quickly and with as 


little loss to me as possible, 


ro # . arg 
sow tam GoOlIng to coi ie back to this. 


Senator Moxroney. Would vou say, Mr. Mayo, that that was the 
traw that broke the camel's back? ‘You have been a denler for ali 
these vears end you refused to pack the price and they insisted that 
you do pack it, and that was the final, last straw in your severing 
elationships. 

Mr. Mayo. Yes. except I did a little more than refuse to pack which 

what broueht down the w rath of the gods upon me. I insisted upon 


1: } i } 1 ie 1 
king about it, by every medium whieh [ could get my hands on. 


Senator Monronery. Tn other words, vou exercised the right of free 


Vir. Mayo. I certainly did. 

senator Mi NRONEY. With other dealers 2? 

Mr. Mayo. Yes, and with the public ‘ a in fact, 1 
ial 4 0 find out what the 
an automobile should he, and they idn’t { like that, naturally, 
espe ally since they were sold on this pack thing heart and soul. 

Senator Monroney. Was that a poley only of the zone manager 
there ? 

Mr. Mayo. No: this is a national policy. Our zone manager, as | 
shall present here later on, was rather stupid in the manner in which 
he proceeded to handle it, but I still maintain that what he did was 
dictated to him from up above. I! don’t think he had anything to do 
with it. IT think the manner in which he actually did it wasn’t so 
smart. That is all I want to comment on at that point. 

I will come back to this later on. 

Senator Monronry. Mr. Mayo, we have to vacate this room by 

2:30. Another committee needs to use it at 1, and they need time 
to rearrange it. Could you be available tomorrow morning ? 

Mr. Mayo. Yes: any time you crmpereat 

Senator Monronery. The committee will stand in recess, then, until 
10 o'clock in the morning. We appreciate your accommodating the 


committee. 


(Whereupon, at 12:25 p. m., a recess was taken to Wednesday, 


io a point 
4 ? x’ 
where peo} le came from all over New En 
{ 
i 


pric ‘e Oo 
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WEDNESDAY, FEBRUARY 22, 1956 


UNITED STATES SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE. 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES. 
the SUDCE mmittee met, pul unnt to recess, at | i 7h. } OO1 


G—16, the Capitol, Senator A. S. Mike Monroney, chairman, 4 


' 2 \ 
Present: Senators Monroney (presiding) and Payne 


{ ] ] . ; ! is : ’ ‘s ] 
Also present: Rowland KF, Kirks, legislative counsel, Nati } 


Lutomobile Dealers Association. 
= fol Mi NRONEY. Che Ne, th ymmittee on \ wtomobil NMEarl] eting 
ll be in session. ‘The record will show that we have resumed after a 
recess yesterday. The witness, Mr. Mayo, is testifvinge unde ith 
1 


| present are Senator Payne and the chairman. Senator Thur 


You may continue, Mr. Mayo, where we left off when we had to 


adjourn yesterday. 
FURTHER TESTIMONY OF JAMES P. MAYO, NASHUA, N. H. 


Mr. Mayo. Well, thank vou verv much, gentlemen 


‘ o . 

} 4 ‘= » 
I believe we left ofl vesterday CONnS1Ide) ‘ ome ot Lie ye res 
ie Che fa LOry puts On dealers tL tie | Wwa present ne testimony 


s that etfect. 

Senator Monroney. I believe the last thing you stated was that 
he straw that broke the camel’s back the last thing that happened 
before you decided to vet out ot the automobile industry, after many, 


ears of successful operation, through eood vears and bad 


vas VW hen you were literally told fo use the pack by the iitho. ities of 
htiac motor division, Is that a fair summarization / 
Mi. Mayo. Right. Now I would like to speak for a few minute 
tbout a conversation vhich I had with a fellow denler in re pect to 
meeting in whi 1} I claimed that the Pontiac motor «| vision for (] 


— 


| 


to pack prices. Now this is a conversation which [had with Dan 


Pierre, a Pontiac dealer in Beverley, Mass., who was also at that meet 
io, along with other dealers that I shall mention here. I called Dan 


September of 1955 and my son and I were on the phone togetnei 


na Dan knew that, and | said anal I know Dan Pierre very well, 


= 


Mi In (veneral Motors before | became au de% let wna the 
heeame a dealer too—at that meeting were we told te pack price 
or instructed to pack prices: and Dan said, “Ll would rather not say.” 


I said. “Dan. if vou were subpe naed and vou were under oath, v 


1] 
OuId VOU Say 
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He said “Jim, under those circumstances I would have to say that 
we were told to pack prices.” 

I said, “Do you remember a fellow named Warsaw, who runs a 
Pontiac agency in Massachusetts, who asked if he could pack prices 
moO and he Was 1! structed he could do it. And Some dealer isked 
f he had to @ive the customer $212, and Martin Lubot said, “That 
is up to you, 1 would think you would.’ ” 

Senator Monrongty. What do you meal 
tomer $212”? 

Mir. Mayo. The deal was vou Wot ld add that $212 on to the price 
E TT 


ot thi used car to increase tne allowance, 
] : 1 } 
Senator MOnroney. It was a phoney trade-in allowance 


Mr. Mayo. Yes, in actual practice that doesn’t happen. The poor, 


Vy "nave to olive the cus 


Innocent people which make up vO pereent O1 the bh vers, they don’t 
; mm 5 ; ; 
ovet It. Chey just get rooked. 
% > 1 1 47 1 2 : ] 
Senntor Monroney. In other words, the pack 15 1 there to take 
e 4} 1 é } c. -£ . 4 1 
eare of the sharp trader on his used Cur. put 1F a man doesn L reve 


a used car to trade in, the pack is not always given to him / 

Mr. Mayo. Or if he isn’t a sharp buyer. You never give it to him 
unless he is a sharpie. 

Senator Monroney. I thought all New Englanders were pretty 
c} arp. 

Mr. Mayo. We have our share. 

Senator Payne. We are what is known as traders. 

Ir. Mayo. An additional exhibit here, which I am going to put in 
the record. 

ExHIBIT No. 13 
NOVEMBER 22, 1950 

Mr. I HAM CLARK 

Pontiac Motor Division, 

Boston, Mass 


DEAR LATHAM: We have received one of the display packages which you sold 
I nnonncement time We cannot help but feel that we have been forced 
something since we must throw away more than half of the display as 
nnot be adapted to our facilities 
] would like to go on record at this time as saying the procedure at contracting 
time is very distasteful to us A dealer cannot help but feel that he is being 
bludgeoned into buying a lot of junk which his better judgment would tell him not 
to Duy 
I hope you will not object too severely when at contracting time next year 
I refuse to buy anything whatsoever at the meeting. I will be very happy to 
take home the various recommendations which you have and after careful con 


sideration buy such items as my good judgment tells me can be used to advantage 


Very truly yours, 
James P. Mayo, Ive. 
JAMES DP. Mayo, T'reasurer. 

I went to a contracting meeting November 22, 1950, or rather I 
wrote this letter shortly after having been to the contracting meet- 
ing, and I objected very strenuously to the manner in which they 
force you to buy everything under the sun, whether it will fit into 
your show room or not. I wrote Latham Clark, who was the Pon 
tiac motor division zone manager at that time, and this letter is 
dated November 22, 1950, and I told Latham that I didn’t like 
that procedure, that in the future I would like to take home a list 
of the material and see if I could use it, and if I could use it. then 
I would buy it. I didn’t hear anything from him until October 
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1 of 1951, which is almost a year later, when he informed me that 
[ could not go to the contracting meeting which was coming up 
because I objected to the procedure which they were using at the 
meetings. 

EXHIBIT No. 14 


PoNTIAC Moror DIvIsIoN, 
GENERAL Morors Corp., 
Zone Office, Boston, Mass., October 1, 1951 
Mr. JAMES P. MAYO, 
James P. Mayo, ine., 
Nashau, N. H. 

DeAR JtmM: Shortly after our recontracting meeting a year ago I received a 
letter from you in which you complained about the manner in which we con 
ducted the meeting, and said you did not like to be pressured into things in a 
meeting like this. Therefore, in line with your request, I had made tentative 
arrangements to have you renew your franchise in this office some time during 
the month of October. I understand that while I was up in New Hampshire 
recontracting you were in the office, and asked why you had not been invited 
to the meeting—that is the sole reason. 

As you know, your contract has been forwarded to you so there is no ques 
tion about its being renewed. 

We are holding recontracting meetings in the Hotel Somerset, Wednesday 
Thursday, and Friday of this week, with various groups of our dealers. Al! 
of these meetings will start at 10 o’clock, and will run until some time in the 
afternoon. Since we are returning the contracts at the meeting, a he time 
of signing them, in line with a request from some of our dealers, it is taking 
longer than it formerly did. 

We will be happy to see you at any one of these meetings. However, I 
would appreciate your advising us which one you plan to attend If you 
do not care to attend we will go ahead with our original plans to have you come 
ii here some time the latter part of the month. 

Very truy yours, 
LATHAM CLARK, Zone Manage 


In fact, | didn’t even know they were holding contracting meetings 
except that some of my dealer friends called me up and asked me if I 
was going, and I said “Going to what?” They said “We are going 
to have a contracting meeting. Aren’t you going”? 

I said,“I suppose Lam. I haven’t heard anything.” 

Then I started inquiring around and I got this letter, in which 
they told me that the only reason I wasn’t invited was because I ob 
jected to buying all of this stuff without knowing whether it would 
fit into our showroom or not. I was subsequently contacted at the 
zone office, not at the regular meeting of the regular dealers. 

Senator Monronry. They segregated you. 

Mr. Mayo. They segregated me, right. Also on May 12, 1954, I 
went to another dealer meeting and they were working on me through 
other dealers at this time. Frank Costello, who was the dealer in 
Portsmouth, N. H., came to me on the quiet and said, Jim, I have been 
told by the zone office that it will be much better for you if you would 
quit writing to the factory. I have this letter. This memorandum 
was written by me on November 12, 1954—I’'m sorry, that was May 12. 


EXHIBIT No. 15 


JAMES I. Mayo, In¢ 
Nashua, N. H., May 12, 1954 
While at the New Hampshire dealers annual meeting May 11, 1954, Frank 
Costello, Pontiac dealer from Portsmouth spoke to me very confidentially. H 


said while he was at the Pontiac dealer meeting at Manchester, May 4. ¢ 
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then zone manager at Boston, asked him to tell me that it would be better for 
e if I did not write to the factory. 
Costello and I talked about this matter for over an hour. I felt very indignant 
about it Kkven more that Clark would threaten me through another dealer. 


Costello was concerned with distribution to Scottie’s, a Pontiac dealer at Hamp- 


i is a 2o-car town The dealer which is right next to Portsmouth is 
settil ( got 65 cars in 1953 We both felt this was maldistribution. Costello 
told of sitting in on a General Motors officials meeting at Boston in April He 

id he came away from that meeting feeling General Motor’s attitude was let 
is handle everything You don’t need to know anything. We will take care of 
everyth & 


J. P. Mayo. 
While at the New Hampshire dealers annual meeting May 11, 1954, 
Frank Costello, Pontiac dealer from Portsmouth, N. H., spoke to me 
verv confidentially. He said while he was at the Pontiac dealer meet- 
ing in Manchester, May t, Clark, then zone manager at Boston asked 


him to tell me that it would be better for me if I did not write to the 


Costello and I talked about this matter for overan hour. LTleft very 


indignant about it. even more that Clark would threaten me through 
nother dealer. Costello was concerned with distribution to Scot- 

e’s that is al Pontia a aler, a stimulator dealer yu { outside Ports- 
h) uth. 

Lhis isa 25-car town and the dealer [ understand last vear sold more 
I | ( if} v othe Po Cie ce lel ! N \ Hilampshire 

Senator P NE. Who is indine his service ? 

Mr. Maye Ie isnt Nobody Ife has a filline station. 

Sena Ps But who handles the servic mn the ears 4 

Mir. May Well, Frank Costello has to handle it, 1f there is any 
imndled. Frank tells me lately that he has refused to handle it. The 
denier, which is rmeht next to Portsmouth. rettin rr GOT t curs In 
3. We both felt this was unfair distribution. 


Costello told us sitting in on a General Motors officials meeting in 
Boston in April. Ile said they came away from that meeting feeling 
(;eneral Motor’s attitude was, iet us handle everything, you don't 
need to know anything. - We will take care of everything.” 

Now on \pi 115, 1954, I wrote to Harlow H. Curtice. General Motors 
Buildnu ov, Detroit, Mich. because L was concerned about the kind of 


\dvertising appearimmeg in the Boston Globe. 


EXHIBIT No. 16 


APRIL 5, 1954. 
Mr. Hartow H. Curris, 
General Motors Buildii a 


Detroit, Mich 


Dear Mr. Curtis: Attached is an advertisement from the Boston Sunday 
Globe of March 28. It is the largest used car ad in the paper; it has a counter- 
part in every paper in the land every day This advertisement and the rest 
f them, the country over, are worth careful study by everyone directly con- 
cerned with the success (both now and in the future) of this business. It pro- 
motes every practice, which we all know will produce no good for the automobile 
public, the factories or the dealers. It is full of mistruths and half truths. It 
sugg leals which it cannot and would not honor 


I suppose you are thinking, “Why tell me about it? They are not even fran- 


hised dealers, let alone General Motors dealers.” You are so right: but they 
ould not stay in husiness month if franchised dealers did not supply them 
h stock, which brings me to the reasons why I am writing to vou 
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whole pricing structure of automobile merchandising? We have let 9 years g 
bv without doing a thing. Neither of us can do it alone 
® When are automobile manufacturers going to think dealers are old enougt 


enough to plan this business with us, instead of at us? We hear 


and mature 
through the grapevine of meeting with dealers, but never a written report 


veneral meeting to get and 
that those attending the meetings (if, in fact, they 
represent a fair cross section of the dealers actually selling your cars. 

© When are all of us going to lift the moral and ethical standards of this 
business so that young men of quality and ability can be attracted to it? The 


t is standard practice to 


give firsthand information Never any assurance 
have actually attended), 


men will not be interested as long asi 
(a) “Trim” our best fairminded customers and give your best deals 


‘sharpie’ with “clunkers.” 


by Sell police cars and taxicabs “slicked up” with appearance condit 
with never a word to the buyers about what they really are 
(¢) Pay as much for high mileage “bums” as we do for “cream puff if P 
owners are agil 
(7) Condone “packing.” 
(ce) Stop talking about getting back to 1940-41, which we can’t do if we 
vanted to and wouldn’t if we could 
) Lt cetera, et cetera, et cetera, et cetera, et cetera 


1¢ 


I would be happy to expand my thinking on these matters, but if Iam t 
the usual line and a half reply from Mr. Hufstader, this will go for the record 


I 


as its predec essors have. 


In conelusion, let me say we need answers to these questions in order te 


adequately make long-range plans Dealers, the same as you, must d ! 
range planning. Neither you, nor we can decide these things alone, but togethe 


we could 
Very truly yours, 
JAMES P. Mayo INc., 
JAMES P. Mayo, Treasure 
he ad in which |] pointed out that these cars 


& Ab 
ed 


I sent him a copy of t 
were being olfered for sale by dealers that weren't even franchis 
dealers. And that ! thought that we would have to find some Way 
siness within the new car dealer body oO 


to contro] the used-car bu 

, { ] ] 1} _ ] { } } , - : 
the pricing control would slip entirely Trom the manufacturers and 
the dealers to the detriment of the public in the long run. I got an 


answer back from Mr. Chapman, assistant general sales manager, 1 
Pontiac, in which he said it was difticult to discuss things like th 


L 


over the phone but that he was sending Mr. Clark and Mr. Wissam, 


who was the recional manager. for 2 pe rsonal conference with me 
Exuibit No L7 
L'< Cc Motor DIvISION, 
GENERAL Morors Cort 
/ cl/ Lp) ] 
Mr. ..AMI P. MAYo 
P Tie 
Va lL, N. 
Dear M MAvye Mr. Curtice has forward r letter « \ ! 
attention of « sion for ac ( me} 
J { » | D | [ wi oO Vou t] rl yy ‘ 
April 19 addressed to Mr. Hi. I d, \ ou W eX] 
Il h 0 discussed your Jett \] ldressed ¢ \Ir. ( 
Kissan nd | it the time of his contrac ‘ ‘\ ‘ 
Si hand discuss with ye Lb person the m ers ou l e bre 
Mr. Curtice’s attentioi 
Ea that y f, cal ecia ov] 
people, directly, that understandings can be rene d whie!} rather dif 
handle by correspondence, and this is the reason why we are asking Mr. K 
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as well as Mr. Clark, to cover the contents of your letter to Mr. Curtice with 
you at the earliest possible moment. 
We are 
Yours very truly, 
E. J. CHAPMAN, 
Assistant General Sales Munager. 


They arrived for this conference and would not talk to me in my 
oflice. They made me sit out ina car. It happened to be a warm 
day. And they close all of the doors and all of the windows and they 
proceeded to take me around. 

Senator Monroney. There was no rubber tube running from the 
exhaust into the car? 

Mr. Mayo. No; but there was plenty of other hot air. They frank- 
ly told me they didn’t like the manner in which I had written letters 
to the factory and they want me to cut it out. This went on for an 
hour. 

ExHIBIT No. 18 


CONFERENCE MEMORANDUM APRIL 29, 1954 


The following is my version of the conference which I had with Mr. Kissam, 
Pontiac regional manager and Latham Clark, Pontiac Boston zone manager, 
in response to correspondence which I sent to Mr. Crawford with reference to 
promotional advertising and also with reference to a letter which I wrote to 
Mr. Curtice on April 5, 1954. It is my feeling that the only conclusion which 
could be drawn from this conference was that Mr. Kissam was emphatic in 
stating that he would rather not have me direct any correspondence to any 
section of General Motors other than my own division zone office. While he 
Was positive in saying that he was not demanding this response, I should say 
that he was nearly threatening in the manner in which he presented this 
subject. 

In addition to this conclusion I would say that there was considerable 
repartee, some jovial, some quite cryptic with reference to any number of sub- 
jects but with very little reference to the points in question as put forth in 
my letters of April 5 to Mr. Curtice and April 19 to Mr. Crawford. 

In the course of the conversation which lasted approximately an hour and a 
half, they made such references to my position in such merchandising policies as 
I outlined, as visionary, crusading and evangelistic and that they felt the busi- 
ness was still a “borsetrading”’ endeavor. 

I cannot say definitely, but I feel that they were not overly pleased with my 
response to their suggestions and for my part I felt that they handled a million- 
dollar customer just about as poorly as it would be possible to do. 

It should be stated further that Mr. Kissam did practically all of the talking 
and that Mr. Clark’s conversation was largely directed as to whether I felt 
he personally had been fair and reasonable in his associations with me, to which 
I replied that there was no question whatsoever but that the had been most fair 
and cooperative but that the issues which I raised were not within his realm and 
even though he might want to do something about them he was not in any posi- 
tion to. 

When they left, I requested them to forward me a copy of any report they 
mizht send to the factory as a result of the conference since they denied me 
access to the factory in any way. ‘To this they replied that this could not be 
done that this would be a personnel matter between them and the factory. 1 
objected to this point of view. 

it should be reemphasized that this is my reaction to the meeting and that I 
cannot say exactly what conversation took place, as I have no way of reporting 
it verbatim. 

JAMES P. Mayo. 


Finally, I asked if I could have a copy of the report they were going 
to send back to the factory. They said no, that was confidential, 
they would not give it tome. That was the first of what I called the 
goon sessions. Now I have here two pieces of material which show 
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that Iam not the only guy that gets this treatment. One is a friend 
of mine, a copy of a letter I wrote, in which I cited the circumstances 
under which they had canceled the franchise from the Buick dealet 
in Nashua, N. H. 

They told him if he would only outsell Jim Mayo they would 
continue his contract in 1955. This was in 1954 he got this letter. 

Then in 1955 Jim Mayo had a health problem, [ was sick for a 
while and it wasn’t diflicult for anybody to outsell me and he outsold 
me very handsomely and they canceled him anyway. 

Then I have another friend. This fe o is still a dealer. I have 


lined through all of the names, because if it was ever known that I 
wrote the procedure which this man used to carry his case to Pontiae 
motor ie dei he would be eanceled meht now. They would not 


like that at all and I do not want him to lose his franchise simply 
because I mention this here, but in here I cite 13 paragraphs of condi 
tions which I wrote out for this fellow so that he could present his 
case to the factory showing that they took him on under circumstances 
when it was not easy to get a franchise. showing that he had trouble 
with his partner and he finally bought out the partner, and they were 
per footy willing to renew the franchise with him then, showing that 
he had ‘always obtained price class, showing that he had customer 
acceptance in his town. 

In other words, the people thought well of him, showing that 
General Motors had placed a competitive General Motors dealer very 
close to him and that his fellow had received favored treatment, up 
to four times the Oldsmobiles which had been put into that town 
previous to the after war period, that is previous to the Sloan plan 
period which was 2 years after the war. He took this information 
out to the factory and was able to keep his franchise, but they did 
just. about everything they could to this man, trying to force him 
to wive it up and he would not give it up. 

Then they were going to cancel it anyway. They did notify him 
that they were going to cancel it. Then as I say, I have known him 
for a great many vears. He and I got together and I made this thing 
up for him. He went out there and was using this as an outline and 
convinced them they shouldn’t take the franchise away from him. 
I think they will probably take it away from him next year, but at 
least he kept it for this year. 

i continued to work with the zone office in an effort to receive my 
fair share of Pontiac’s production. Quite obviously through this 
period Pontiac’s development was subordinated to the deve lopme nt of 
Buick, by what seemed to Pontiac dealers an effort on General Motors’ 
part to put Buick in third place at any cost provided the cost was paid 
bv the dealers. 

Pontiac which had always had 3 cars in its line before the war, 
was held to 1 car and 2 motors. Sure, we had pt de luxe models and 
the few pieces and chrome here and there, but the car was nothing 
but our previous poorest car while Buick had four cars in its line, 
certainly not the manner in which Pontiac would have handled this 
period if it had been an independent producer in this market. 

In 1951 rumors began to start that we were to discontinue the 6- 
evlinder car and I became greatly upset because I had a lot of 6-cyl- 
Inder owners and I didn’t know how they would react. 
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Senator Monroney. <A lot of 6-cylinder owners ? 

Mr. Mayo. Pontiac owners with 6-cylinder cars. 

Senator Monroney. But you did not have the stock. How would 
the owners react? Maybe they would want a 6 evlinder. 

Mr. Mayo. They do not always react that way. It takes a while 
hit Ing them over. 

Senator Monronry. Not in New England. 

Mr. Mayo. We have difficulty now with people who insist they 
vont b ivansd cyl nder car. 

Senator Monronery. They don’t want two more cylinders to eat 
up the gas we produce in Oklahoma. 

Mr. Mayo. I thought the dealers with all the money we had invested 
should be at least tipped off to the thine and vet our people ready to 
accept the fact that we would have oniyv one automobile and it would 
not be an in-line automobile, it would be a V—-S automobile, another 
transition which takes a little time. l wrote to Mr. Klinger to that 
effect, Mr. Klinger then being the president of the Pontiac division 
of Genera! Motors. This letter was W ritten on April ZO, 1949, and 
I asked Mr. Klinger. “no doubt you have heard of the Boston Ter 
Par t\ ¢ Last Wednesday I went toa dealer's meeting put on by your 
zone ollice personnel in Manchester. ‘They did an outstanding job.” 

During the course of events there was some talk of the future and 
among other things mentioned was the fact that we might discon 
tinue the 6-eylinder motor and that 80 percent of our production for 
the first half of this year was in &’s. This letter goes on to outline 
that and much to my surprise I have a very, very caustic letter back 
from Mr. Klinger in which he intimated that I did not know much 
lently did not have any confidence in the 
Ce pany and asked if I had ever attended one of the dealer con 


about the business and evi 
{ ‘es and subsequently I was invited to attend a dealer conference 
at Pontiae, but when they invited me they told me that I would have 
fO prepare My remarks before | went out, that I would have to send 
the remarks to Pontiac, that they would edit them and that L would 
be limited in what I could say to what I had in the remarks, 

[ told them under those conditions 1 would never attend a dealer 
conference, that I did not consider it a conference anyway. 
enator Monroney. That was after the Boston tea party ¢ 
Mr. Mayo. Yes. 

Senator Monronry. How far is the bridax where the embattled 
farmers stood out le Boston from your home at Nashua / 

Mr. Mayo. About 17 miles. . 

Senator Monroney. This being George Washington’s birthday it 

: a 


. viat | ‘ 1] ay] hea ninrit frooaday 190 stil] alive : Lone 
might be well to mark it the spirit of treedom 1 li alive among 


Mr. Mayo. Thank you, Senator, I hope it is, and T hope it sta 
Luilve 

Late in 1951 and in 1952 Pontiac held area meetings for dealers 
Throughout th 5 period my ope tion was used as a yardstick for all 
other dealers. I was known as dealer A. which would seem to indi 


cate that although Pont ae would not supply me with anywhere near 
my fair share of their production they were completely satisfied with 
my operation. 

I have here and would like to put into the record this little code 
which t] e\ used which indicated that I was dealer A. 
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Now they would take the heures from mi statement and put them 


board Wn ler this code and then they would take all of the 
other dealers and put them down through and spread them acro 
trie board and then they would m ike a comparison. Wh -y WO ild ay, 
‘Tf he enn do it why can't veu doit?” and SO On, all of the way dow) 
through the line, On new-car OTOSS and used car OToss, and ‘servi e 
eross, and expenses and the whole business 
} was not always n the top position on all of those t mngs, but my 
overall operation was such that [ was dealer A and I held that posi- 
tion throughout the period in which — used these meetings. Now 


g WW 
[ bring that up not to pat my elf on the back, which is what 


] 
' 


it looks 
Ke, but 0 show that the opel ‘ation must hs ave been satisfactory. and 


. } . 1 3 
if vou aren't going to give cars to that kind of dealer, who are vy 


~~ ] Vou 
rong to ay e them to? 
Bootles Ging began In Our area 1n 1955. We have received all kit ds 


of correspondence from Pontiac Motor division abhoring this pra 
ce, but the one thing which would have stopped it, and which was 
till within their power without any violation of any law anywhere 
they were uninterested in undertaking. 
I mean the proper distribution of cars. We finally gave up attempt 
ng to get them to do anything about it. and I have in the record 
Senator Monroney. Let me interrupt there. This is 1953. We are 
jumping around a little bit on Sane and L want to make the record 
‘lear. Can we go from 1949, when you were having trouble getting 
irs until 1953¢% Cars were no unas hard to get, were they‘ 
Mr. Mayo. They were ao me, 


Senator Mi NRON] 7. Still i 1953 ¢ 

Mr. Mayo. Yes, I went into March of 1954 with two automobiles 
in my inventory and Pontiac had automobiles they didn’t know what 
to do with. That is how eitens and snarled up the distribution 
was. 


Senator Monronry. Was it intentional or were they sup plying them 
to markets they were trying to intentionally build up more, and they 
thought you had a good. satur: atiol 1 of vour market ¢ 

Mr. Mayo. I think in Mar yf 1952 was principally a snafu be- 
cause they would like i have given me the wiabcmatia ten but the y were 

ust putting them out on this basic allotment business, and I had sold 
my allotment and I didn’t have any cars. So until they got the wheels 
unwoun d, they couldn’t give me any more. But in 1953 we were com 
pletely out of automobiles for the entire vear, even right through to 
the « ‘leanup when, of course, I will show they were willing to give me 
plenty of automobiles. 

Senator Monroney. But what I am trying to get at is: Did the 
hootlegging begin when cars were plentiful 7 

Mr. Mayo. ‘There were plenty of dealers in 1953 with lots of Pon- 
tiacs, 

Senator Monroney. Small distribution ? 

Mr. Mayo. Yes, I didn’t have them, but lots of dealers did. Since 
IL didn’t have them, the place to sell them was in my area, and that was 
when bootlegging did the greatest harm. When I could get plenty of 
cars, the bootleggers couldn’t compete with me and they quit on Pon- 
tiacs. Butin 1953 I couldn’t get Pontiacs as I will show here. I made 
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a trip to the factory with an extensive outline to prove to Crawford 
that I needed automobiles. 

Senator Monroney. Of course, one thing I don’t think we should 
lose sight of is: even though Pontiacs may have been in short supply, 
if other lines were in overproduction, bootlegging would grow up and 
you would lose your market to Chevrolet or F ord or others in your 


veight price « class who are on the surplus list. 
Mr. Mayo. Yes. Pontiac had plenty of cars in 19538. IT just didn’t 
ive the cars. In fact, after the boner *in 1951, through 1! D2, 1953, 
and 1954, there we re plenty of Pontiacs everywhere, as we will show. 
Well, I made this trip to the factory in an effort to try to get my basic 


allotment S edaias I be@an in the fall of 1952 and I fir nally convinced 
Air. ¢ ark that it was all right for me to make the trip. Mr. Clark 
the Boston zone manager and I went out to Pontiac in February 


nator Monronry. Why did you have to get the permission of Mr. 


=e 
Ch; irk 4 

Mr. Mayo. He is the zone manager, and you can’t do anything with 
out his permission. You just can’t get into their office otherwise. 


Anyway, I had the permission. I went out there and went into Mr. 
(Crawford’s office and he greeted me cordially but not for long. He 
lay 5 dow na five page dossier on his desk, in which he tries to take ime 
apart and tell me I am hard for his people to get along with. I 
could see I wasn’t getting anywhere on this score, so I said “Wait a 
minute, let me tell you about some of these things that your people do, 
and let me see what you think.” So I cited 5 or 6 instances in which 
I didn’t feel that his representatives had been quite cricket and he 
jumped up and banged on his desk an . oa to his assistant and 


} 
said “I will fix those guys, I am going to New York next week. I 
will tell them they can t do that to Gaalen “2 
Then we went on with my prese ntation as to why I should have 


more automobile S, al d when | rot through, he promised to increase 
the basic allotment from the 119 which I was getting to 175. which I 
wanted. 

I went back figuring that I had a success, and I got back to Boston 
and J couldn’t get any more automobiles. J] waited and waited and 
1 didn’t get any more cars. I finally went in to Clark and teld him 
about the thing. 

“Ves,” he said. “T know, and we are coIng to take care of it.” 

This went on for 5 months. Then we were in the middle of the 

immer and you know what happened in the middle of 1953, anybody 
had automobiles who wanted them. We went into cleanup, and [ 
could get cars then all right. Then they oe the fact that my allot- 
ment had ben inereased to 175 as a club « ver me. They made me 
take cars in cleanup when nobody wanted then, [ don’t know yet 
whether I got anyth ng out of the trip. 

Senator Monronrey. You got a lot of cars you didn’t want in that 
period ? 

Mr. Mayo. I certainly did. 

In March bo the Nashua dealers had their se econd experience Mw ith 

ie blitz. A local Mercury di aler who has since gone bankrupt—and 
that is four Mereury dealers in Nasl N. H., that have gone bank- 
rupt since 1946 
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Senator Monroney. The Mercury is in your price class ¢ 

Mr. Mayo. Mercury is supposed to be our fastest competitor. Dodge 
used to be, but they had a little trouble. 

This fellow proceeded LO blitz the market in October and all ot the 


: : . ee : } ‘ RT 4 
dealers were quite concerned about it, and we offset it with advertising 


. | | : ] . ] ol om aia } : 
and tried to do something about it, and he promised he wouldn't do it 


at 


Senator Monroney. Give the committee just a very brief summary 
of a blitz. I don’t think we have had that definition for the record. 


‘2° : ] 1 = 1 . ‘ 1 l 
I know that DiltzZIne the market 1s general terminology vith the 


qealers but I th nk it nueht be ovood to have it in the record. 
Mr. Mayo. That is a blitz [indicating |, in which they say they have 








FO TO sell so n uD} automobiles. 
Exutetr No. 20 
You'vE SEEN ’EM, WE'VE GOT ‘EN i954 Mercurys 
We're GoInGc To SELt 20 New Cars THIS WEEK REGARDLESS OF Loss! 


Save $359.00 off list price on any model brandnew ’54 Mercury 6-passenger 
sedan—delivered for only $2,291. 

rice includes heater, twin defrosters, directional lights, backup lights, oil 
ilter, oil air bath cleaner, grille guards, large chrome dises, air foam cushions, 
ourtesy lights, map light, glove compartment lizht, 20 gallons gas, antifreeze 


+ 


N sh down in most 
| ments as low as $14.00 weekly after small downpayment 


cCASeS 


Wi need rood cleat used Cars 
r used cars *46 and above carry our 100-percent safe buy guarantee 


Ciry Morors SALEs, INc 


Your Lineoin-Merecury dealer. 11 Clinton Street. Telephone Nashua 715 


746. These cars may be seen at our showroom or at our lot—corner Canal and 
Main Streets 

“Weare going to sell 20 new ears this week regardless of loss. Save 
$350 off list price on any model, brandnew, 1954 Mercury, 6-passenger 
sedan, delivered, only $2,291.” 

You couldn’ ret it. Wesent shoppers down there. 

Senator Monroney. It was nailed to the floor? 

Mr. Mayo. ‘They didn’t have it and they gave you all kinds of 
excuses as to why you didn’t want it anyway. 

Senator Monronuy. I see a Mercury advertised in the Washington 
papers ior the balance of this month for $1,995 in Virginia. 

Mr. Mayo. Well, this was the second time. We were promised 
this would not take place again so we held the meeting of the dealers 
in Nashua and I telephoned the Lincoln-Mercury Motor Division of 
the Ford Motor Co. and all hell broke loose. T had the Ford manage 
come up and visit me and tell me it would not happen again. I got 
this letter from Mr. Crowley of Lincoln-Mercury Division. I believe 
Mr. Crowley is sales general manager. , 

It Says: 

This will acknowledge your letter of March 19, addressed to Mr. Henry Ford II 
concerning the advertising of City Motor Sales, Inec., Linco!n-Mercury dealers it 
Nashua, N. H. When this matter was first brought to our attention through 
your telephone call to Mr. Dobson, we immediately contacted our assistant 
trict sales manager, Mr. P. W. Smith in Boston and asked him to contact M 
Lal orest 
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Mr. LaForest was the Mercury dealer. 


This was done by our field service manager, Mr. Eppick. It was pointed out 
to Mr. LaForest that the Lincoln-Mercury Division did not encourage such adver- 
d them to the extent that we felt permissible under 
existing liws dealing with restrictions of trade and related activities. 

We have been further advised by Mr. LaForest his plans insofar as advertising 
is concerned are to be directed to the sale of his merchandise through good 
advertising copy rather than through discounts, either actual or implied. We 
feel quite confident there will be no repetition of the occurrence which you wrote 
Mr. Ford 


Well, that is just a let , gentlemen. 
does th e company pay for part of the advertising 


{ ' wna n fact } 
ISIT 1nd, 1 bal » f 


I | 
copy that you have there 

Mr. Mayo. This] here, no; I think the deal r pays for all of this kind 
of advertising. This is not advertising-agency-prepared copy. This 
isona low al level, 

Senator Monroney. Senator Potter, we appreciate the close atten- 
tion to these hearings that you have consistently given throughout the 
committee’s work. We are asking Mr. Mayo to define a “blitz.” We 
have had it come up a number of times, and I thought at this point in 
the record it might be wise to have more of a definition. It apparently 
means advertising extremely low prices for merchandise you do not 
have, in hopes of attracting the “sucker” trade and jacking them up toa 

ir you do have—that you can make a profit on. 

Senator Payne. How long had this fellow been in business ? 

Mr. Mayo. He had gone in about a year previous to this. 

Senator Pay NE. Had he any experience in the automobile business 
before 7 

Mr. Mayo. No. He is an aviation pilot. That is what he is doing 
now. He took his father’s $15,000 or $20,000 along with his own and 
lost it and sold out, and now they have another one. 

Senator Payne. Was Mercury always an individual agency in 
rare. 

Mr. Mayo. No: they used to be with the Ford dealer. They took it 
away from Ford in 1946 and make it independent, and then they have 
had this series of dealers. They started out with another aviation 
pilot. He quit and then they sold it to a used-car man and he quit, then 
they sold it to this fellow and he lost his shirt and quit, and now they 
have a couple of used-car sharpies from Worcester in there and I do 
not think they will go ake but I do not think they will make money 
on Mercury. I think it is a front with them for their used-car 
operation. 

Senator Payne. What kind of facilities did they require ? 

Mr. Mayo. They did not require any fac ilities at all to begin with, 
but these new people that have come 1 hi ave gone into the fac ilities 
made available by the Studebaker Sale coing out of business. And 
they are quite nice. But previous to that, they were on the hill with 
no area at all. 

Senator Porrrr. Does the Automobile Dealers Association have : 
code of advertising ethics? 

Mr. Kirxs. Yes; the National Association has a code of ethics. 

Senator Porrer. I would assume that advertising of that kind 
would be in violation of your code of ethics. 


Mr. Mayo. Yes. it would. 
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nator Monroney. Not only that, Senator Potter, but most Gen 
ernl Motors and Ford contracts Carry the right of the factory to ap 
prove or disapprove ot the type of advertising the dealer does: si 
they lean ovel backward in trving to enforce anything against boot 
oo i or practices of that kind. Yet they seem to do absolutely 
1othinge on the advertisin ne feature which brought about types of ads 
ke this one from Chie avo lindicating a And it was brought out 1 
ie testimony yesterday that this is a subsidiarv—Ford Motor Co 
owned almo { all ot the sto ‘ke in that deale rship. 

We will have a little more on that later in the day after Mr. Mayo 
completes lis testimony. It is: L pel feet ex: — 8500 eash, your oO} Id 
car as downpayment, 3 years to p: iy at $15.50 a week and no payments 


until April 1956. 

Mr. Mayo. Dr. Kirks is looking up the paragri iph it my contract 
on tlits advertising so he can read it to you, ‘Tl hey are very specifi 
that you shall not advertise in any way which sh: ull damage the com 
puny 's reputation. 

Senator Porrer. Can they cancel the franchise / 

Mr. Mayo. Yes, that is one of the causes. 

Senator Monronry. Almost all of the major automobile companites 
have such a clause in their contracts. 

Mr. Mayo. Well, I have already cited the fact that I went into 
Mari iN wit] only two Pontiaes, that is March ot 154. w hie h shows 
that even up to that point we were not being given enough cars to 
supply our market. 

Senator Monroney. That was in 1953. 

Mr. Mayo. No, this was 1954. In 1953 we did not get anywhere 

ear enough. 

Senator Monroney. Until the cleanup period. ‘Then you got more 
than you wanted, Wasn't ita fact that this was the pattern for Hany 
of the automobile manufacturers 7 When the car is in cig aes 
particularly last vear, when they all brought out new models, the areas 
removed from the metropolitan eenters didn't oet cars 4 Mavbe they \ 
had one on their show room floor. but i my area, the hootlegge rs be: at 
the franchised dealers in the display of the new cars and had them 
long before the frane hised dealers had them, and one of the prime 
sources of complaint of the franchised dealers who Cal handle no other 
car 1s that some fellow with 5 or 6 bootleg lines will sit there with an 
adequate supply of new models that he cannot vet delivery on from 
his factory. 

Mr. Mayo. That happens in our town for both Chevrolet and Olds 
mobile. This year there were 10 Oldsmobiles, 1956's on this fellow’s 
lot and the Oldsmobile dealer was sitting there without any. 

Senator Porrrer. Is that a used-car lot ? 

Mr. Mayo. Yes. 

Senator Porrer. Do you know where they came from? 

Mr. Mayo. Yes, they came from Exeter, N. H1., although they are 
very cagey about it. They claim they do not know anything about it. 
How I h: ap ypened to know is at that time as you will see here I was 
trying to negotiate to lease my property to somebody since | had de 
cided to cut loose from these people. 

I found that I could not do any business with any other General 
Motors Division, as far as doing any business with them while I was 
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still doing business with Pontiae they might just as well have not 
been in the business. Plymouth would have been happy to do busi 
ness with me and tried to vet me to Ww ait so they could cdo business 
with me, but Chevrolet and Oldsmobile who t _ are changing 
franchises in this town, couldn’t talk with me although I have the 
prime location in Nashua. 

Senator Monronry. You mean there was a roadblock thrown in 
the way of your leasing your property to Chevrolet or to any other 
(;eneral Motors outlet sin ip! vy because they were try ing to compel you 


to continue on asa matted dealer ? 

Mr. Mayo. That 1s raat. anc also because they didn't want to 
make it pe ssible for me to have a Vv way of vetting out of this thing. 
Of course, they would never admit that and they never say anything 
to vou and they never write anything to you about this, but that is the 
Way it worked out. 

Now. I made several ealls to Chevrolet and Oldsmobile because I 
knew they were 2o ne to change dealers, and J couldn’t get t anywhe re, 
Now I know if they were going to change they would very, very much 
have preferred to have my location. 

Senator Payne. Dida lot of these bootleg cars, SO called, come out 
of that auction period 7 

Mr. Mayo. I have never been to the auction but once, and, fran! ly, 
I cain t say, Senator. 

Senator Monroney. Is that the Exeter area you talk about? 

Mr. Mayo. No, this Exeter was anothe rQ| dsm« bile dealer. Ithink 
hat was deliberate on the part of the Oldsmobile factory to supply 
the cars to the used-car dealer, because they were trying to build 
price class 1n Nashua and t heir dealer wasn't doing it. They took 

iat way of doing it because they didn’t want to come right out and 
eancel him. 

Now ] nave already discussed on at we were forced into this pack. 

In June of 194 we decided that we would fight the pack. We pro- 
ceeded to fieht t by every means ae at we could think of, direct mail, 
full-page ne va aper advertisin lg, word of mouth, everything that we 
could possibly use. I have here a sample of the kind of copy we used 
to do this with, in which I show two automobiles identically alike 

Isaid: “Do these cars cost the same? They should, they are exactly 
alike, but they don’t. Why?’ Then I show the two cars and then I 
go down here and price out an invoice and then I throw arrows over 
here to show where they put the pack when they put it in there, in an 
effort to try to get the public acquainted with the fact that it is more 
than the price of that used car involved in the buying of an automo- 
bile, and, of course, Pontiac didn’t like this. They didn’t like it at 
- and, of course, they didn’t come right out and tell me I couldn’t do 
it, but the “y ce rtainly used every other device they could think of to 
try to stop me from doing i it. 

Senator Monroney. Could I see that? 

Mr. Mayo. They had meetings with me to convince me I was beat- 
ing my head against a wall and that I ought not to do it, and things 
of that nature. 

Senator Porrer. What do you mean by the pack? 

Mr. Mayo. The pack is when the price of an automobile, we will 
say, should be $2,500, but you don’t sell it for $2,500. You sell it for 
$2800. 
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Now, we started out in 1954 by adding $212 to the price of a Pon 
e for nothing; that is not the factory list price, that is not the sug 
gested retail price, that is just $212 above those prices, see. ‘Then, 
of course, it is a vicious circle, because the next vear when those people 
come back, ol when’ people come back to trade with you, you have 
overcharged them S200 the previous vear so then you have to 20 1 


8) 


Richt now Pontiae 1s pa king bet ween S390 and S450 on to every 
sutomobile that thes sell. 

Senator Porrer. Is that over and above what the dealer’s commis- 
S1oOn she uld be? 

Mr. Mayo. Over and above what the list price of the car should be. 
It got so bad that banks financing new automobiles have applied to 
the National Bankers Association to get some formula that they can 
use to find out what the retail price of an autom bile should be. 

Senator Payne. Well, you want to explain that it comes into play 
on your allowance ? 

Vir. Mayo. Yes. it 1s supposed to. 

Senator Payne. Asa matter of fact, I will tell you off the record, 

(Discussion oft the record. ) 

\lr. ‘I iyo. ‘To continue, our determination to fight this merchandis- 
he technique of Pontiae Motor Division procee led tO subject us To 
ontinuing pressure irom Ponttae. At the time i was at a loss to 
understand this apparent desire on their part to make it impossible 
for me to up my business. I have finally cone luded it was their way 
of forcing me to submit to their ideas of operating, whether or not it 
was In my interest or the — interest. I do not believe a business- 
man cans icceed USI} is polic es and Tes hniques which are oby ously In 
direct opposition to the cals lie’s interest and his own, and also his 
employees, policies which could not build public confidence without 
which any endeavor is bound to fail. 

This campaign on their part I can now see had begun 2 years pre- 
vious to the time when it became unbearably oppressive. ‘Their 
criticisms of my objecting to their procedure for handling cooperative 
advertising, the goon sessions—which we will cover a little bit later 
on—sales training projectors, in which they forced me to ~~ a projec- 
tor to train my salesmen. Who did I have myself and two men. 
I said, “I don’t need any projector to train them.” 

Senator Monronry. Who did you have to buy it from? Did they 
tell you the firm to buy it from ¢ 

Mr. Mayo. They give you an order. They don’t even show it to 
you. They don’t even bring it or a picture of it. 

Senator Monronrey. Would you put in the name of the firm that 
they suggested you buy it from? Just supply it for the record. We 
wonld like to have it. 

Senator Porrer. Mr. Chairman. I would like to stay for the balance 
of the hearing, but I have an appointment downtown, but I appreci 
ate the courtesy ot f allowing me to sit in on the hearing. 

Senator Monroxry. You are very helpful to us in our study, and I 
know no Member of the Senate is more generally interested in 
finding a solution to the many problems that affeet the whole auto 
motive indust ry. 

Senator Porrer. Thank you. 
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Mr. Mayo. [ will supply that. 


Senator Monroney. Just submit it for the record. I think it would 
be interesting. We are interested in some of the gimmicks, devices, 
pecl il tools that seem to be required for each new model, uniforms 
ror conventions, and various other things. We are interested in the 
suppliers of these thines that franchised dealers are strongly Sug 
oO ted to purcha we 

Mr. Mayo. Now we come to the part of this thing which I consider 


ie most vital part of it, the part which I think shows that you can 
not vet qualified voune men. and tam not eoing to eo into all of this, 
~ i . i > = a 


but in 1949 I prepared an exier ve job out line for the position of sales 


man and sales manager Wm MV organiZation. | took this to Boston 
University and to Northeastern and to Dartmouth, and I asked them 
if they would see if they could get some young men interested in this 

Well, in 1949. after making a few changes in the outline. | had good 
success With that. y fa the outline will e Part of the record. But 


when we came up to 1955, and these young men that [had had in 


when I didn’t need them and had trained and had been very suecesst 


( 
1n this business finally decided that it was vetting too much of a rat 
race for them, and they qu Ue 
; hw » 4 : ] . »t it | 
I went bi cto Boston { nhiversitv and Northeastern and Dartmouth 


to trv to get additional men. and after working with them for 38 sold 


months they came riaht oul Hatfooted ici Said, 


‘ 
ae 


Jin, VOU Just Cannot 


vet anybody interested in the retail automobile business. They Just are 
not interested. They will not go. They sav your outline is good, 


the job looks il] right, vou provide everythi o that anvbody would 
want, but the way this thing is running, they don’t want any part of 
it,’ and vou just couldn't 

| had to vive if up and decide to wi rk witha different type of people. 
Now, I] also sent my son to Yale and I sent him to General Motors Insti 


tute of Fechnology., because | wiht him to have a very eood back 


vet then. 


y 


‘round in this business before he started to take over. They eave him 
aptitude tests and I have a 3 page report from their psychologist out 
there at the General Motors Institute. in which they rated him very, 
very hig! He took the 2 year course 1: that is, all the mechanical 
sections of It. H[e didn’t take the merehandisine sections. Ile was 
first in his class and he came to work full time in the company in 
March of 1955, and after he had spent 6 months with me, he also came 
the conclusion—and I will cover that later—*Dad, it just is no 
good.” I will tell Vou ex tly what he said here a little bit later on. 
“[ want no part of this.” He said, “If some time later this thing cleans 
up, we can get back in the automobile business, but right now I don’t 
want any part of it.” 

He went to work for the Government on this Lineoln project. 

Senator Monroney. I have had a number of similar cases of that 
nature. Both sons and sons-in-law who stay with it for a brief period 
of time, and then just figure there is no future in it and have with 
drawn from the family association. 

Mr. Mayo. March 26, 1955, I went to what I supposed to be a 
routine sales meeting for Boston dealers in the Boston zone. As I 
was leaving this meeting I was tapped on the shoulder by the general 
sales manager, by the assistant general sales manager, and told that 


LO 
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the sales manager that is. t] e genera les manage} O1 Pont} vw VEC 
1) vision, Mr. ¢ raw ford, Will ted tO talk \\ ith I 


| told tlis Vouno hah that © didn't have anvt! 1} Yr TO iv to M 


( raw fe rad and he sueevested thriat it would be miuen mirter Tor ( 
if |] went back in and talked with Mr. Crawford, and so [ decid 
| better do it. T went in and sat down and they were getting rid « 
other dealers, and after a while they vol md of ie other dealer u? 
thev closed the door, and around this bie table was Mr. Crawfor 


Mi ho was the general sales mat wer of Pontine Motor Division. M1 
Kassam, who was the regional manager for the zone In which Bost 
is situated. 

There was Mir. Lubot, who w 


l the ZOnNe ninaager, there was 
msistant Zone mManaver, Mr. \ an VW ell, and the ta ‘tory representa ( 


Isat. down and TL asked what the ocension was for this Mer. Crawtord 
tarted righ my OH me: Well, we dont like the way vou write to 
the factory and we won t have it. 


I sald, “Well. It doe it seehr to me as if th meeting could Do 
sibly eall all of these nportant people here just to tell me thint 
od ] hy: a . 939 
What else have vou got on your mind ¢ 
ate sald, “That ls al} there is tO 10. Why dor "t you give up youl 
se: a os ; : Y. 
franchise ¢ 
[ will read the report. That is probably the better way out. 
Senator MoONRONEY. Give us the date when you wrote the men 
ra idunn. Is this a memorandun that vou wrote attel this sessio1 


Mr. Mayo. This memorandum was written right after the mee 


The meeting wash ‘ld Weadne Ssday, March ou. 19d. at the Llotel Son 

-et, in Boston Now after the meeting I will read it all to you 
EXHIBIT No. 22 

NOTES ON MEETING Wirth PONTIAC OFFICIALS AT HlotTit SOMERSET, BOosToON, Mass 


WEDNESDAY, MARCH 30, 1055 


As I was leaving a dealer meeting, Mr. Van Well tapped me on the shouldet 
and said, “Mr. Crawford wants to talk to you.’ I told Mr. Van Well I was n 
interested, as I had nothing to say to Mr. Crawford Mr. Van Weel told me 
would be best for me if I saw Mr. Crawford. I went back into the meeting 
room and after 15 or 20 minutes, Mr. Crawford suggested [ sit at a tabi With 
him were Mr. Kissam, regional manager, Mr. Lubot, zone manager, Mr. Vai 
Weil, assistant zoue manager, and Mr. McLaren, disirict represent 
asked what was the occusion of such an auspicious meeting, and wouldn't it be 
just as well if 1 talked with just one of them. No heed was paid to this request 
Mr. Crawford said he didn’t like it because I insisted on writing direct to the 
factory, both General Motors, and Pontiac. I replied I never wrote to the 
factory until I had been unable to get satisfaction from a district or zone repre 
sentative. LT also suid, it Was a free country, and I would write to whom 
pleased. 1 then made reference to a similar meeting the previous June, in 
wii I felt “goon” tactics had been used on me. This caused a violent reaction 
and interplay between Mr. Kissam and me. 1 told them i felt there was more 
than my letter writing behind both meetings, and what was the “game”? Mr 
Crawford stopped the argument by asking me why I didn’t give up the franchise 
if I didn’t like the way they did business. He also recalled my meeting witi 
him at the factory in 1953. (See notes in permanent file.) IL told him it 
wasn’t as easy as this, and that if it was, I would liave left them lons age 
1 told him I felt my proportion of cars received since the war was most unfail 
and that I had been told I could not have more becuuse IT was making too mue 


1 
A 


money. I said I felt if they made 7O percent more cars in 1950 than in 1941 
I should not have to wait until 1054, when nobody wanted cars, to get an in 
crease in my allotment Il also said he could put on his coat and go home any 
lime and that would be all there was to it, but I couldn't quit without the loss 


73438 ob pt. 1 1G 
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f thousands of dollars. These remarks brought on a tirade, which lasted 
veral minutes in which I was lectured to like a school kid, caught walking 
on the lawn. This procedure went on form more than an hour with everybody 
taki a crack at me, except the district representative. I finally stood up 
ind said I could see no point to the conference, and that unless Mr. Crawford 
ad some other matter to discuss with me I was going home. Silence prevailed 
for a minute or so, and I stuck out my hand for a handshake all around und 
went home I nk they are trying to get me to give up the franchise, pecause 
1 will not pack prices 


JAMES P. MAyo, INC., 
(Signed ) JaMES P. Mayo 
Senator Monroney. Was anything said about the pack at that meet- 
Ing é 

Mr. Mayo. No; they were very careful not to mention that in any 
ware y j 

Senator Monroney. It was letter writing and not the pack that 
Was mentioned. 

Mr. Mayo. They wanted to know why I couldn’t go along with their 
policies and why [ alw: ays — to be a crusader, they called me. 

[ left this meeting very much upset and upon waactinas that they had 
forced the largest Pontiae ae in the Boston area to submit his 
franchise release, I decided to give up the Pontiac franchise since it 
Was apparent I would have to submit to their techniques if I wished 
to remain solvent. I tele »phor ned the zone office early In April to this 
‘fect and after 2 weeks hearing nothing from them I asked for a 
C4 nferen e. 

I was informed by the zone manager that there was nothing about— 


this was at the « ‘onfe rence I held with them—that there was nothing 
bout my opera NN) that Was satis factory not the loc ation, physical 
setup, used-c cour a Lyout, service or sales procedure and su +h. or anything 


else that they would w ‘sh to transfer to 2a new Pontiac dealer. T was 


completely shocked and speechless by these comments, since it was 
quite apparent that there was no w: 1V ‘th: it the V would allow me to vet 
out of the business except in a manner equiv: ilent to complete bank- 
ruptcy. This in view of the fact that practic rally all of ihe thousands 
and thousands of dollars which I had e xpel nded to develop my organi- 
zation and physical setup had been with their approval and many 
times only at their insistence and against my better judgment. 

Senator Payne. And you received an A rating from them also. 

Mr. Mayo. I continually received an A rating. I am one of the 
very few dealers they ever had that never had an owner complaint 
that was instituted by an owner because of anything we did. We 

ave had some in which customers complained they got more access- 
ories han they wanted, but it wasn’t the car we ordered for them. 
They just stuck the stuff on the car and shipped it. 

This was after the war. But we have never had in our organization 
an owner complaint as a result of anything we had done. I left the 
meeting at a complete loss to understand their attitude. 

Senator Monroney. You mentioned putting on all of the accessories 
that they could after the war. Is that still a practice that vou have 
no control over ? 

Mr. M AYO. No. 

Senator Monroney. They got away oie fog lights and so on? 

Mr. Mayo. You get what you order, but you better order enough. 
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Senator MonroneEy. You mean of extras: Heaters and radios and 
things like that. 

Mr. Mayo. They will really talk to y« Lif you do not order enough, 
but they won’t put them on if you do not order them. ‘Things went 
from bad to worse and finally after a conference with my son after I 
came back from being sick in July, we decided we would quit at any 
price. So I wrote them requesting that they replace me as their 
dealer and I have already read that letter to you and it is in the — 


ea 


telling them that because they forced us to pack and because it was a 
violation of par agraph 20 that I wanted them to replace me. But 


before I did that, I found two operators which | could sell out to. 
Later one of these voung fellows did not have sufficient funds but the 
other one did have sufticient funds to set up under agreement similar to 
Motor Holdings. So when [ finally got an answer from them after 
waiting 6 weeks for them to answer my letter, | told them that LT had 
disagreement and I had this arrangement and I wanted to transfer the 
franchise to this young man who was young enough to wait this thing 
out until it got straightened out. They rigs that ny agreement was 
no good that they couldn't operate uncer 1 I went after them on that 
and I pointed out it was just like Motor Hol lings, if they set up under 
Motor Hol lings \ hy couldn't they set up W ith te [ knew they had 


set up similar agreeme nts in other places, they finally agreed that the 
igreement was all right, that they could use it s the n they would not 
approve this operator. This man w: as qualified, if l ever saw one. I 
have been 34 years in the business. I think IT know a dealer when 

ee one. That was the way they got eee that. They delayed and 


y delayed and they delayed. They had more excuses why they 
couldn't do anything about this than you can imagine and | have also 
put those in the record. 

Finally, in November, I notified them that on December 15, they 
would be out ef this place regardless of whether they had found 
operator or not. Then they brought in the entire zone ollice and they 

called on every new-car dealer, every used-car dealer, th le newspapers, 
all of the filling stations, and all of the banks and told them that I was 
going out of business and that they were looking for another dealer 

That just about finished us. I had to hold meetings with my em 
ployees every day trying natn ince the employees that they were not 
going to be out of a job but this thing was just about on the skids and 


[ realized then that there was nothing that I could do but ae tiatas 
over as quickly as possible. They would have nothing to do wit th my 
operator. They finally brought a fellow down from ¢ Yoneord, N. H.. 


who was the brother of a dealer there. Now I do not eta sman 
qualified in any respect when compared with the man I had available 
for them. With my man they would have been able to continue the 
name. With this fellow I would not let them use the name on a bet. 

They would have been able to have me advise this voung m: Now 
he difference to me in this sellout. doing it their way over the wav I 
wanted to do it was $56,000. 1 figured that that was just too much 
money for me to lose but there was nothing I could do about it. I just 
had to take it or leave it or ql uit. 

Senator Monroney. In other words, you couldn't get anv other 
(reneral Motors franchised dealer interested in vour location. which 
edt von to believe that a roadblock was thrown against vour releas ne 
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your property to or establishing your company as a going concern wit! 
another operator and owner, selling perhaps another General Motors 


Mr. M AYO. Supp se i had two of these fe llows that wanted this 
location? The ore can be used for Oldsmobile just as easily 
as it could be for Pont . IT would have been able to bargain with 

llows, but no. Yo i have got this one guy, here he is and that 

the only guy they will bring around. You either take this one or 
vou ao 1 ot cet anybody and you take the price they give you. ‘I hey 
took my financial statement—I am sure the y took my financial state 
ment, because the figures this fellow had cou id ] t have been obtained 
| could not even negotiate with this fellow. They told him what 
could pay for my equipment and that is what he was willing to 


anywhere else, and that supposed to he a a document, 


nav. He bought § a a worth of e juipinent for 315.000. 

Se ator Monn bY. All of that had been equipme hit you had been 
practically instructed to b iv as The hew mode Is cume out. 
~ Mr. Mayo. A lot of it was special tools, but a lot of it was regular 
Service equ pmel t. We were a bie plac and we had a lot ot stuit. 

Thev t ok the attitude if it Was On ny books for a certain amount 
of n one\ that was all I ought to get tor it. Mt is an economle fact 
1 it W at you pay fo. something has nothing to do With its value. 
We uy praised this equipment based on its use. | tool my service 
mianager and my assistant general manager and we looked at every 
sinole ] ce ot equipment, and we said to ourselves, “Now what is 
this worth, how much life is there left in it, what can it be used 
for, what did it cost us new.” On that basis we set up a percent of 
value for that piece of equipment. Then we added up the total and 
figured that is what the eqiupment Was worth. The man couldn't 
possibly have bought it for that. He would have to pay SZU000 
more at tod; Ly S prices to buy that stuff than we were willie to take 
for it, and he bought it ata very sa tisfactory price, but the 5 would 

ave no part of that. 

Senator Payne. What did he do—buy it for the depreciated value 
Ol your books ¢ 

Mr. Mayo. Just about, not quite because there were some signs 
mixed up in the deal and there was an addressograph machine mi xed 
up in it but pretty close to it. 

Senator Payne. Pretty close. 

Mr. Mayo. In fact, I figure he bought it for less than that, on the 
basis of what I would have been willing to pay for it. But 1 received 
nothing for the $150,000 I had spent to advertise the Pontiac fran- 
chise over 20 years, nothing for the body shop which was the best 
body shop in New Hampshire and a very profitable institution, noth- 
ing for the equivalent of full gross on service equal to 125 new auto- 
mobiles. Here we built up this organization and this guy walks 
right in and he is doing all a I do not even get a chance to 
negotiate to sell it to somebody | ecause they won't approve the fran- 
elise and they won’t let me t: alk to somebody else that wants to sell 
the franchise. 

Senator Monroney. Your only hope from a practical standpoint 
would have been to find a buyer in a different line of cars—Ford, o1 
Mercury, or Studebaker, or American Motors—that would have been 
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our onlv hope, to vet out where vou hada fair bareaining po 
iat correct ¢ 


Mayo. That is meht. 


senator PAYNE. But then he would have lost the advantage of 
the good will he built up in the business for the particular type of 
product he had sold over a long period of time. 

Senator Monroney. And the service which certainly an lnpotr 
int good-will factor, 1f vou run your service shop as the testini 
ndicates you lid. 

Mr. Mayo. I have purposely omitted in this statement any rete! 

ce to the financing end of the business, : eee James P. M LVO, 
Inec., has extensive experience in this field after working with GMAC 

d trving to get them to change their finance setup—they would not 
ive a vy part of it we set up our ¢ wh finance Companys and we loaned 


housands and thousands of dollars to people. We saved custome 
L minimum of a hundred dollars on a 30-month contract over the 
ular rates for that and still had plenty of reserve left for ourselvs 
vow I come to the part of this tl 


une which to me is the most im 
portant thing init. | have made all of these statements previous to 


now to show, Lh pe, that Tam requested to make certain statements 
tbout this busimess. lL have been in ita long time. I haves! Vr what 
hese ie yple do. | have sh own the cireumstances under which we 
vork and I have made four statements here. f am VoiIng to go ito 

iese -£ statements and Y of these are the ment of the whole thing d 
| want to pend a little extra time on those but I should be through 

rein not over Is minutes, now. 

There is no future for vouth in the retail automobile business. 

Senator MONRONEY. W! hat peer are you on? 

Mr. Mayo. Tam on 25. And I think that I have pretty well sub- 
stantiated that. If you cannot get ian lies out of any college hie 
would normal| \ be qualified, a person that would be ped: LO 
work for the Fireston e Tire & Rubber Co. or Goodyear Ina tire ‘store 


to come to work for you in the retail automobile business, there must 


be something wrong with the retail automobile business and without 
qualified young men with ability, there is no future or the future is 
certainly precarious in this business. 

This same thing h: ip pened tO my OWn son. Kven though he was 
onsidered e ‘xceedingly apt at this work | \ General Motors psycholo- 
aists. 

Senator Payne. You aren't alone. I know a lot of fathers whose 
sons normally would take an interest in this thing, and I personally 
snow the sons say: “What is the use of batting your head against a 

onewall and facing this sort of situation ¢” 

Mr. Mayo. Now this second statement, unreasonable control by au- 
tomobile manufacturers and the worthlessness of a franchise agree- 
ment. Ithink neht there, as I have often said, this country is creat 
because we have law and respect for law. You cannot resort to the 

w. I claim that because you cannot resort to the law you have 

haos, Which is always the case when you don’t have law. L think 

that these exhibits which we have put in here, which shows the irre- 
spol isible manner in which these manufacturers proceed, regardless of 
ther it is in the public’s interest or anybody’s interest but their 

nwn certainly shows that there is no recourse to law in this franchise 
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intelligent men would never submit to this kind ot 


hecaust certainly 
iS] f they CO ild resort to the courts. 

Senator Monroney. But under what appears to be unreasonable 
itrol in the management of your business, you receive no protec- 


fi mn the factory as to equitable distribution of cars, Or anything 


the 

‘ ; et lesa 3 ho fr: ‘hise because r franchised e ar 
of meaninegtui vVaiue to the tranchise pecause you al | ‘ 
he hootlee oved on every oravel iot in town 4 

Mr Mayo. That is right. 

Monroney. You wind up giving control of your business 
awny. But there is no quid pro quo from the factory where you 
i ; : 


t. rather the reverse. You have testi 


eet ab nefit out of that contract 
ied that in liquidation, you are the fall guy with a valuable propert 


on vour hands. for which the factory is able—either directly or in 
directly—to make it impossible f for you to realize the full value of 
the going concern you are liquidating; is that correct ¢ 


Mr. Mayo. That is correct, and added to that is the fact that it is 
even worse than that because they ca 1 chi Inge their } L1Cy every > 
do this sort of th me to 


minutes. If you knew thev were wales to 


vou and do and do it and do it—but today they can set up these 


fast-buck operators, for example: all of a sudden tomorrow they 
: Loc we don’t want those guys any more, we are Goin rio FO 
this way What are yout olng to do? You can t make iy foreea 
onany Sn h unstable : itu ition as that, because vou don’t know 
Vou should DUV Ol whether vou shouldn't I) iV. 
Now he re is No. 3. whicl I think is the one that we have got fo wMKe 
cif the dealers want any consideration for their problen ‘ 

i feel sorry for 40,000 dealers, but I think 40,000 dealers ought to 

wash their linen in their cog ori unless they can show that the 


hy 

ablic i is being damaged, and if the public isn’t being damaged, it is 
1 
I 


? 
too bad for the dealers. I feel sorry for them, but I don’t think they 
are entitled to 1 minute's ec ‘onsider: ation. 

Now on this line, this No. 3, is damage to the public’s interest and 
lack of effective pean in the retail automobile business. I mean 
by effective research. lack of dealer research, which 1s not factory 
motivated. Here we are, a billion-dollar industry, the retail end of 


it, and I take issue with your statement, Senator, that we have less 
than the manufacturers have invested in their proj erty. We have 


nore than they have invested because they include such items as real 
estate and factories and proving grounds, and all of the rest of these 
things in their assets, but we are practically forced to leave these 
items out of our statements, and what you see on a dealer’s statement 
is operating capital. : 

x ww, when General Motors shows a return on their statement of 
anywhere from 40 to 66 percent return on capital, which pays the thing 
off in every 11% or 2 years, that paying off the real estate, the proving 
eround, all of these factories, and any of these assets anvone else 
would write off over a period of many ‘vears wouldn't expect to vei 
10 percent on. 

If they got 5 percent on proving grounds and such things, they 
would be happy, but not these factories. If this production is not 
going to revert to the public in a reduced price, what is the sense 

having the reduced price? It does not make sense. After the 


> , } , ; . : ‘ i , F 
war we have increased the price year after year, we have not only 
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inereased the price, but we have increased the pack so we have a 
double inerease in this thine. 

The public doesn’t get off on this thing. I am going to present two 
studies here, one of which I made for the New Hampshire dealers 
meeting, in which the dealers took part for 2 hours, and then they 
weren't satisfied with the results and they asked for an all-day meeting 
on this, and myself and seven more dealers sat down and we hashed 
this thing around for a full day and we came to the conclu ion, and 
it is in the record, that every single owner in New Hampshire—-and 
it applies over the country—every single used-car owner is being 
taken at least $200 a yea r in ite. value of his automobile over 
what he ought to be getting for it because of the manner in which 
we merchandise automobiles 

That figures out to $33 million for the people of New Hampshire. 

Senator Monroney, Amplify that just a little bit. In other words, 
because there is such a pack in the car? 

Mr. Mayo. No; I can put it simply this way. You have a new 
automobile here and you have au sed automobile here. You start 
with these automobiles and you drive this one, the used car dow) 
and you drive this one, the new car up, so that the difference between 
these automobiles is consta intly increasing. Now that wouldn’t hurt 
anybody if nobody traded a used one, but this business is unique in 
that you cannot sell or buy a new automobile until you get rid of that 
usedl one. 

What are you going to do with it? You enn’t eat it. Your money 
is tied up init. You have to do something with if and the lewitimat« 
logical place for this car is with the dealer who has facilities for mer- 
chandising it and selling it. So if you reduce the value of this used 
car—and you can take these figures right out of the Department of 
Commerce over here—you don’t have to take my word for it—and 
they will show Vou that we have carried this thing so far that of the 
people a have automobiles that are worth enough so that they ean 
lose S750, that every single new-ear buyer is paying $750 more for 
his car then | ne ought to be payin @ for t if it wasn’t for this ty pe ot 
mnerchandisin aan ad the contract proce es which allow things to take 
place which are taking place in the automobile business. 

Now that is enough to pay for the entire road program that you 
iellows are e to do something with, all in 1 vear. It comes to 
an awful lot « of money, when you figure that it affects 20 million auto 
mobiles and 80 million people. i I get into these figures. they 
are too big for me to get hold of. Now that is something. That 
doesn’t mean that the rest of these people are not aifected. The peop] 
that have the rest of these cars, we will say cars that are worth $200, 
they are not being hurt $700, because thei ear isn't worth S700, but 
they are certainly being hurt the same percentage, the same rati 
that the fellow that has the alge ~ iced car Is. 

Now to prove this, l took an ideal situation, a er ‘amputt automobile. 

swe say inthe trade. If this fellow took a loss. then everybody take 
it, and we took his automobile and it was very fortunate. “He boue 
1 in 1949, he bought 1 in 1952, and he bought 1 in 1955, and I 
broke those automobiles down so that he bought identical models in 
each of those vears, and I compared his loss. in 1955, with his lo 








~ 


> which is just > years, and it came to S620, and that is going into 
Now = Uw man 1Ost * } L crea ipuil, more than he should 
i tute to hit it the figure is for the average auto 

8) e, 
Senator Mownronry. Ne , do I vel this stra alt ¢ If the faetoryv 
‘oOurages The i l » Jose On Used Cars that Lutomatically drives 
OWli the price ont > sea C that vou are able to allow the customer / 


Mr. Mayo. It is a vicious circle. It starts out in Boston where the 
ne operat Satter Voll O ne goes fter thus Guy. He cant 
tail his used enrs so he wholesales them. tie wholesales them to a 


: : : s 
V Who sells them under the market: in other words, under the um 


wella which the balance of the franchised dealers hold up. That 
irives tiie pi ce dow L be ( il l ‘1 Vou ca re as lil h {ol lt. 
so tnen the next customer comes atong t puYVY a car from this denler 

il e wl if saler Wo it Dav this hhaiu 1) thi s tinie or the denler, if he 


Talis Nis owh, Cah t Get So much, so 1t woes down al little bit more, so 
then It comes around agai and every time that this car, and month 
thas this market becomes more and more saturated, down FOeS 
! 
1 


Phe nup voees the value of the new one, because how else are you 


u rto expiain to this fellow that vou are @iving him what he ought 
1 ’ \ } } ° 1 
to vet ior his nutemobile 4 bou pack up lis pl ce. Now ist to show 
I 


Senator Monroney. That is the reason for the pack, you think? 


Mr. Mayo. Yes, it is just to keep this thing off your back a lit 
mger. The people would never go for it if they knew about it. 
Senator Monronery. It is the case Senator Payne coined: i wiille 


about a member of this committee. 
Mr. M LYO, Just because the public is hot fam ha with finan Ing. 
du hit them again with the hin ce Charge. If Vou than iv that is a 
small hgure, I have a sheet here which is a public statement put out 
Van msurance Company to sell insurance. I think they would prob- 
ibly drop dead if they knew how I was going to use it. 

Sentor Monroney. Is it a New England insurance firm? 
Mr. Mayo. No, this ] 


lappens to bea natone insurance Company 3 it 


Resolute. Resolute does business with the ¢ ‘apital Chevrolet Co. in 
Hartford, Conn., and I think probably Capital Chevrolet would drop 
dead, to, if ms knew | was GoIng to use it but they sent it out aS a 

lic do tso | don’t know why J shouldn't use it. They show 


) 


ere that 762 

profit 

~ Senator Monroney. Is that the dealer or the insurance company ? 
Mr. Mayo. ‘J his is th dealer who does his OW?) insuran ce, with 


tesolute you write your own ticket and make your own adjustme hts 


percent of their prolit—and they have a tremendous 


mda whut you have left is yours, if Vou follow me. 

Senator Monroney. I don’t follow aad 

Mr. Mayo. All right. An average insurance company, you buy a 
policy and you pay $50 for it, and you have an accident. The adjuster 
comes in, adjusts the claim, and they pay it. The agent that sold the 
policy is neither richer nor poorer, theoretic: ally. 

Senator Monroney. Is the cost passed on to the consumer or does he 


f 


get a small agents fee for it? 
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Mr. Mayo. With Resolute they say you make your own adjustments, 
1f you give it all away, you won’t have a profit, but if you are smart 
in how you adjust these claims and repair these automobiles, you car 
have a big profit, but most of their profit doesn’t come from Resolute’ 
insurance, it comes from {11 ancinge. Now this Iisa big dealer sellu () 
thousands and thousands of dollars worth of automobiles, probably 
2,000 or 3,000 cars a year, and 72.6 percent of his profit, his net pro 
is from finance, and the rest of it comes from the sale of automobile 

Now when you get that much mor ey out of finance 

Senator Monroney. Would that include the insurance an 


A 


ercent or Z on the Carry charge / 
Mr. Mayo. I wish it was only an extra percent or 2, Senator i 
gets into big money. It eets into a charge which equals more t ihn t! 


total £TOSS profit Ol} the nutomobile, yhnen VOU st {| a2 car on 00 or ob 
months, 

Senator Monroney. I know you have studied this. Give us an idea 
of what the interest charge ison a car that is financed over 36 mot 
bv such a deal as this. 

Mr. M AYO, The charge would be 2] percent of the w paid bal Lit 
Now you would add the insurance premium, so you wou 
21 percent of the unpaid balance—this would be a very low charg 
You would charge 9 to 12 percent on most of your deals, times 3, whic! 


would be 27 or 36 percent of the unpaid balance. Now tha 
interest, you know. ‘That is a carrying charge. That is why whe 
you extend the period 

Senator Monroney. You do not mean on a declining balances } 
mean on tlie unpaid balance / 

Mr. Mayo. What we eall al nonreceding cale, lf you oO to Take 


a mortgage on a house when you pay on the principal, the interest 
drops, but when you go to buy an automobile and ] have fought wit! 
GMAC over this for years, you pas a charge for the term al d Line 
interest doesn’t drop a penny, not to the last month. 

Senator Monroney. You mean GMAC and CIT and Univers 
Credit are the same way 4 

Mr. Mayo. It makes no difference. GMAC has two charts. If the 
dealer wants more kickback they give him a high-priced chart } 
to show that is not fictitious, I used the low priced chart in my place 
of business. ‘The next morning after I went out of there, I left on the 
5th, or the 16th, GMAC came in and changed all of the charts and 
gave the dealer the high-priced chart which gave the dealer an ex 
50 bucks reserve. 

Senatoi Ni NRONEY. Which he eventualh MYeLs. 

Mi. Mayo. Yes, if the fellow Pays. ' 


t 
‘ 


7 


Senator Monronry. If the guy doesn’t go south with the 

Mir. Mayo. As a matter of fact, most of them have to be paid 
What can the poor cuy do 

Senator Monn NEY. Under that. the dealer ul ually has tot e | 
the car. Now let’s get this finance charge straight. Let's 1 


$3,000 unpaid balance on a car that is being financed over a 
perio i. 

Mr. Mayo. All right, that is 86 months. At that high bala 
would be a hew sautomobtle. Unde i GM cA VOU CA ise Ener a 2. 


6 pr reent rate, if you use the 6 percent rate you wot ii mMuit 
by 18, $2 0 carrying charge for the 3 


6 vear time. 
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Senator Monronry. Now your average balance over that 3-year 
peri d would be 81.500 on the dechning rate 


M 


se 


half 
ake 


M 


wou 
Ol 
M 
( heat 
uid 
= 
ru 
Ost 


\ 


Ser 


YO] 


r. Mayo. Yes. 


il 
act 


r. Mayo. It should houre out to 2.7, what f 
be if you only charged him 6 percent for that balance, because 


ve an inverse ratio. 


Id 


a 


nator Monronry. You would owe more in the first year and 
id much less in the later period. For a quick figure, you could 


ally the fair interest rate on the dechning balance 


1 
i 


1e true interest rate 


nator Monroney. It would be 2.7 on your $3,000. 


Mayo. Yes. My contention 1s that what they should do is 
and there [ am into finance and I wasn’t going to get ito 
what they should do is charge a flat rate for the first S500 


] 


en recede the scales which 1s the onlv fair way to do the t] ne. 


tor Trrurmonp. What they do, as I understand it, is to com- 


heir interest on the entire unpaid balance and add that to the 


ft 
i 


the automobile. 


r. Mayo. And of course you add the insurance first and the life 


“all 
i 
+ 


“vt 


vf 


ce, 
or Tint RMOND. Sure vou would add all of that. too. 
*Monroney. There isa carrying charge on the insurance too. 


( 
Mr. Mayo. You pay an interest charge on insurance you won’t use 


for 2 vears. The law says you cannot compel a man to buy insurance 
but they usually stick it in there and he buys 3 years insurance and 
he pays a carrying charge on 3 years insurance and he won’t even use 


tT iye 


= ( 


i SU 


hat 


rance for 2 years. 


or Tuurmonp. They charge him interest on the entire 


amount é 
Mr. Mayo. Yes 


Sene7 t 


41 
Lhe wh 


or ‘THurMoND. Although he is making payments monthly all 


‘le. Therefore, he is pay ing -_ rest on money that he doesn’t 


ictually use ios ‘cause he is paying back monthly and reducing the prin- 
cipal amount due, isn’t that correct ? 

r. Mayo. That is correct. 

Senator TuHurmonp. Asa matter of fact, isn’t that the way a good 


M 


an 


Va 


1e here 


day 


they 


eencles now are handling the situation? I was told there was 


n Washington. In fact, I think I saw an ad on it the other 


in sit they would sell you an Oldsmobile at cost and they would 
like to do the financing. Of course, if vou bought it from them and 
are nice enough to sell it at cost. you would naturally let them 


lo the { 
were W1 
| t] 
(iO ne 


. de: 


inanecing. J understand that is the theory under which they 
lling to sell the cars at cost in order to get the opportunity to 


inancing. 


. Mayo. And of course the ones I have been telling you about 
are the low priced ones. You would be surpr ised what some o r these 


finance companies can do to you. They really can fix you. heard 
uler say on a 56 months, $2,500 finance deal, the Ce charge 
$500. That is quite a lot. 


Senator THurmonp. It Just amounts to running the cost up to the 


Cons! 


Mr. 


t 


? 
ile 


pec 


mer 
Mayo. Yes, this $750 which I figure is being taken away from 
yple doesn’t include what they are being taken for on this 


finance business which is also in this thing. Now I have plenty of 
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fellow dealers that won’t like me to talk _ this beeause after all, 
I am attacking the only place they make any money. But my con- 
tention is you just cannot take the public a continue to take them 
ind expect to be in business. 

They will come up to what you are doi hg sooner or later and you 
might as well face up to it. Not o nly that, even if you could, some- 
hy uly ou?g rht to stop you. 

Senator Monronery. Generally s 
io make money on straight merchandising and clean list prices and 
un honest trade, that would be the dealer’s preference. 

Mr. Mayo, [t certainly would, 

Senator Monroney. But they are being driven into a corner by 


practice which the factories do nothing to stop and, in fact, seem 


speaking, if the dealers had a chance 


o encourage in many, Many instances. 

Mr. Mayo. Yes. Added to that, Senator, is the fact that you at- 

ract a very wi ethical element into this business when you condone 

this sort of thine. You have these old est ablis hed dealers that are 
faced up with this thing. What are they going to do? I took the bull 
by the horns and quit. 

Senator Monroney. That is the tragic difficulty of it, sir. I have 
been all across this country and your very best dealers are saying 
“Tam going to get out of it. Iam going to give up my franchise 
If I am going to stay in it I am going superm: ket, and Ican bootleg 
cars better than the bootlegger can if I have to.” And others say: 
“[ am going to turn the key in the door and Jet somebody else have 
it, and I will make more money playing the market on General Motors 
stock than I can make selling their product.” I have had dozens 


of dealers telling me that, who are t! ie old line dealers that have the 


cite experience, and were selling cars when many of the zone man- 
angers and sales managers were making kiddie-cars in the back yard. 
But that experience seems to mean nothing in today’s automobile 
merchandising picture, 

Mr. Mayo. You would say almost to yourse If how ean these people 
be so stupid, and vet they do make mistakes because in 1952 and i 3 
and 1954 Pontiac made about the biggest boner anybody could make 
hat automobile should have been ch: ent Any impartial judge 
would have told you so, and certainly Chrysler made plenty of mis- 
takes alone about that time and the V paid for them through the nose. 
So these big fellows can make mistakes, too. Now I want to hurry 
up here. 

Che other point where I think the customer is being hurt is because 
we as an organization do not initiate any of our own research. In 
other words, our tools are made for us by the manufacturer, in plants 
which he owns directly or indirectly. 

Se nator Monroney. Let’s have that, again. 

Mr AYQ. ] say, oul tools are desiened and made for us. 

Senator THurmMonb. Wrenches and all of those things. 

Mr. Mayo. Wrenches, equipment, there are independent produce r's, 
but take the C. R. Wilson Co., and Kent-Moore, those companies 
supply an awful lot of equipment. 

Senator Monronry. Can you say from your own knowledge that 
the vy are owned by General Motors Co. ? 


a 
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Mr. Mayo. I cannot prove that and I better not Say so, but I hav 
always believed that they were. 

Senator THurMOoND. Why do you think so? 

Mr. Mayo. Because in the old days I know they were owned by 
them. 

Senator Monroney. You were a service manager at that time for 
the whole New England area ? 

Mr. Mayo. That is right. 

Senator THurmonp. Well, is the ownership any secret now? Does 
General Motors disclaim they own them ¢ 

Mr. Mayo. I do not think they own it. I think that what you will 
find is they have control over it one way or another. Now I know, 
for instance, that Reynolds & Reynolds is owned by W. R. Grant 
and Grant used to be sales manager for General Motors and there 
is no secret about that and his son runs Reynolds & Reynolds now 
and that is where you buy all of your forms. 

Senator Monroney. Your what ? 

Mr. Mayo. Forms, your stationery. 

Senator Monroney. Now let’s go back. When you get a new mode! 
in, it may have only a piece of bright work chrome changed from th« 
mode] before, but is it not a fact that, as a Pontiac dealer or any othe: 
General Motors dealer, you are shipped a complete set of tools whic] 
may duplicate 99 percent of the tools you were shipped last year, but 
which you are expected to buy ¢ 

Mr. Mayo. Ve l, how that ought to be qualified a little bit. They 
do not duplicate. Let us put it this way: For at least 75 percent of the 
dealers they will never have any use for them, because they are too 
small, but you have to buy the stuff anyway. 

Senator Monronry. I know a Pontiac leader in a very small tow: 
that could not put a body shop in his place to save his life. It is a 
small town. He does a good job on mechanical repair but all of th: 
body work job foes to Tulsa where they have evood specialists. But 
each year he gets a set of body tools, and he tries to tell the zone 
manager he doesn’t want them, but he says: “You are going to take 
them.” They continue thi shipment every year whether vou need 


. 





them or desire them or not, and you are given the impression yo 
had better take them: is that not a fact ? 

Mr. Mayo. That is a fact and, of course, that is the sort of meeting 
I objected to. 


Senator Monroney. But now you are telling us—and I think thi 
avery ig} ificant ract that Vout expert nce in the past, when you 
v e with General Motors : L service manager, was that the com 
panies from which you received these tools were then owned by Gen 

ral Motors « there was affiliated ow ership by the heads of General 

i ; You car t state for the record under oath that vou know 

» | Lconditis todnyv. 

Mr. Mayo. That is right: I cannot. 

Penal TONRONEY. | vanted te vel that straight, because I thi 
It is a verv important thing tha this committee does not ignore the 

itellite dustries, whether it be st tionary, or whether it be advertis 

r inaterial, tools, or other things that you are told to buy, in order 
to hold your franc e or given the feeling that you had better buy it 
li 1 WV oO continue the YOOG relationships. | think it is very 


I 
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gi — in this whole picture and | have heard about it over x 
yuntry, but I have never had it pinpointed as well as you have on th 
hasis ot your past expe rie hnece In runninY’s the ser vice de spartme hts a 
iweline New England for General Motors. 
Senator Tuurmonpb. Is a dealer still required to b iy those tools 
nnually that you spoke about / 
Mr. Mayo. They Se stuil - you buy them. 
You do not even know 1 tat they are or V hat t he prices are when you 
uv them. 
Senator THurmonp. Now who is it that suggests that you buy those 
tools 4 
Mr. Mayo. When you go to an annual contracting meeting—it 
: 


1¢ ures ot this. if would be =O] rething 


wd you do not have moving } 
-ee—thev get vou intoa ereat big room and feed you. 
enator THurMOND. Who does that ¢ 


Mir. Mayo. The zone personnel of the various divisions. 

Senat or Tuurmonp. All paid for by the company. 

Mir. M \YO. Yes. 

senator THURMOND. Zone manager of who? 

Mr. Mayo. Chevrolet Division or Buick Division, whoever is con- 
racting. 

Senator Tuurmonp. Is that a policy of General Motors generally 
with all of their branches, Pontiac, Buick, and so on ? 

Mr. Mayo. That is right. Now I ean’t speal k for Ford. I am not 

Ford dealer. I worked for Ford in 1926 and it was their policy then. 
[ don’t know what thetr policy is now. 

Senator THturmMonb. Now is there any check or inventory made of a 
lealer’s equipment to see if he has adequi: ite equipment without forcing 
him to pure hase this additional equipment which might duplicate some 

already has ? 

Mr. Mayo. No; there isn’t, and that is where I got into a jam in 
OD ye ‘ting to the p procedures. They get you into this me eting and the V 
tell you: “Look, here it is’—you are sitting there with 30 or 40 other 
dealers—“here it is; sign right here.’ 

Sentaor THurmonp. Well, you wouldn’t mind making a scene, but 
what you don’t want to do is lose your contract 

Mr. Mayo. I didn’t mind making the scene 

Senator THurMmMonp. That is the thing that counts. 

Mr. Mayo. But they wouldn’t let me come to the meeting because 

did make a scene. I was told: “Look, you can’t come to these meet- 
ngs any more; you made a fuss; we will contract with you indi- 
vidually.” 

Senator THurmonp. Who told you that? 

Mr. Mayo. I got the letter right here. 

Senator TrurMonpb. Now is that the Pontiac Co. ? 

Mr. Mayo. Pontiac Motor Division. 

Senator THurmonp. Their agent told you not to come to their 

eeting ; because you made a scene when you protested against their 
practices 

Mr. Mayo. He said, “You objected to our procedure for contracting.” 
That is the way he writes the letter. “Therefore, we are not inviting 
you to the meeting this year. We will contract with you in the zone 
office.” 
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Senator THurmonp. When did they do that? 

Mr. Mayo. They do it all of the time but I have the letter right 
here. I will have to go back and find out. It is in the record. 

Senator Monronry. You haven't been invited to a party since, have 
you! 

Mr. Mayo. Yes, I made a fuss about it and they said if I keep my 
mouth shut I could come. 

Senator Payne. You don’t expect any more invitations / 

Mr. Mayo. No, [am afraid I won't get any more. 

Senator Payne. Well, after you are given that pep talk in the 
meeting, and if vou don’t : agree, you are “then paid a pretty definite 
visit, aren’t you, by either the fieldman or the zone representative, to 
use 2 little more persuasive argument ¢ 

Mr. Mayo. Oh, yes, you end up buying the stuff; you might as well 
face it, 

Senator Payne. And that poor guy is under pressure, because if he 
doesn't deliver, he suddenly finds he is transferred out of the area, or 
somethin oe hs ip ypens ? 

Mr. Mayo. That is right. 

Senator Payne. In other words, it is a pressure proposition all of 
the way through, delivery or else? 

Mr. Mayo. That is right. 

Senator Monroney. Before you go into that now, you are at this 
convention to contract. You are on a year’s contract, or you were ? 

Mr. Mayo. This usually takes place before the contracting. 

Senator Monroney. You buy the tools and you buy the advertising 


it you buy the other things f from what you say is a “erony corpora 
tion.” to say the least psiers it, an d then after you have complied with 
other provisions prior to the signing of the contract, vou get the con- 
tract which you are allowed to sign for another year’s lease on youn 
eCO omic life? E 


Mr. Mayo. That is right. 

Senator Monroney. But that always comes last, the signing of the 
contract: [ mean, the signing of the franchise ? 
Mr. Mayo. Oh, yes: you have signed your name to this stuff and you 
give them a check for it before the contract is signed. 

Senator Monroney. Does that include advertising materials, too? 

Mr. Mayo. Yes; all of your announcement material—announcement 
display material. 

Senator Monronry. Where does that stuff come from, what firm ? 

Mr. Mayo. It comes from all over. 

Senator Monronery. But what name? 

Mr. Mayo. That is the information I am going to get now. I have 
got it in here somewhere but I don’t know where it is for the minute. 

Senator a Have you or any other dealer, to your knowl- 
edge, made objection to purchasing advertising material from them 
and stated that it would be preferred to purchase that locally or make 
your own arrangements ? 

Mr. Mayo. Very few dealers do that. 

Senator Tuourmonp. And, if so, did they object to that ? 

Mr. Mayo. Yes, but very few dealers do object, Senator. That is 
why they call me difficult to get along with, because I do object. Most 
dealers would say, “Oh, well, what the hell, we can’t do anything about 
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it; buy the stuff and forget it,” because they come at you and they 
will say, “Well, what are vou growling about, it only amounts to 
the gross profit on one automobile.” It is that sort of a technique 
not whether the thing is wrong in principle or not, but what are you 
fussing about? What do you object toa little thing like this for? 

Now, this is the letter 1 wrote to Mr. Clark on November B2, 1950, 
and this has taken place every year for the 21 years that I have been 
in the business.! 

We have received one of the display packages which you sold us at announce 
ment time 


this is this present contracting matter Iam talking about. 


We cannot help but feel we have been forced into something of which we must 


throw away more than half of the display as it cannot be adapted to our facilit 
| would like to go on record at this time as saying that procedure at contr 
time is very distasteful to us A dealer cannot help but feel that he is being 
bludgeoned into buying a lot of junk which his better judgment would teli hin 
not to buy. 

I hope you will not object too severely when at contracting time next year I 
refuse to buy anything whatever at the meeting. I will be very happy to take 


home the various recommendations which you have, and after careful considera- 
on buy such items as my good judgment teils me can be used to advantage in 
Nashua, N. H. 

Now, this was written on November 22, 1950. On October 1, 1951, 
which shows you that these people have a memory longer than an ele- 
phant’s, shortly after our contracting meeting a vear ago—tlhis is fron 
Latham Clark, zoning manager, Pontiac Motor Division, in Boston, 
the Boston office : 


I received a leiter from you in which you complained about the manner in which 
we conducted the meeting and said you did not like to be pressured into things 
ha meeting like this. Therefore, in line with your requests, I have made tenta 
tive arrangements to have you renew your franchise in this office sometime 


during the month of October. 


I vuderstand that while i was up in New Hampshire recontracting, 3 WOT 
in the office and asked why you had not been invited to the meeting. This i 
the sole reason AS you Khow, your ce ntract was forwarded to you so there 


no question but that you will get the contract 


We are holding recontracting meetings in the Hotel Somerset, Wednesday, 
Tl irsday, and Frida of this week with various gi Ips f our dealers f 
these meetings will start at 10 o’clock and will run until sometime in the afte 
noon. Since we are returning the contracts at the meeting at the time f sign 

them, and in line with the request of some of our dealers, it is tak © 


} 


longer than it formerly did. We would be happy to see you at any of these 
meetings. However, I would appreciate your advising me which one you plan 
to attend. 

If you do not care to attend, we will go ahead with our original plan and 
have you come in here sometime the latter part of the mouth. 


To read the last part you would think all had been forgiven and 
; ; 


le 


| Lore ed to Keep My mouth shut. 
Senator Monroney. On this promotional material, does that com 


from the General Motors Photographic Co.: is that the tiile of 1? 


1 4 = 
uid come to the meetin nt LT could come to the meeting provictes 


co 
om § 


} 


Mr. M AYO, | think SO. But there is an 1 dependent CON WPA 
Senator Monroney. I wish you would supply the names of th 
promotional material companies for the record. Is the General M 


Ors Photographic Co. owned by the General Motors ¢ orp 
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, SA ee ‘ . 1. 
\ir. \i 14), | Worl ant KHOW meenaror, ] wouldn't Waht to make a 


t on that Now [am vou 7 TO finish un here hecause i have 
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t t 1) { i ri ) 

] | 1 
ing _f ’ itoc o 0 e sat dov ton lk Dp this Tore 
I t +} i ; ; sal ’ 
st. rirst we went POM LI ma usta Pp Oceagaure, and we Cou n't 
reeas profit. There ust wasn’t one there. Wo sic there must 
ha nr ! Ww ao here ( ( went « Uline on Motor Holdings. 
ch the d on of G | Motors which supphes capital to 
dealer vho want to vo into business: »eniled on the various zone 


/ offices We cont fed a great many dealer friend rvineg to 
aii dak dled the abandasda dhaull be fox neohta belors tax. 
in r words, should you ike 10 pereent, is it fair to make 10 
nt n vour service station, because 1f Vo cnn’ Sii down and 
recast where you are going to get, how you are going to get there, 
hould you make 2 or 214 percent in the used-car department? Is it 
fair to make 5 percent in the new-car department? This is before 
AXeS 
We ec d ne ’ lards from anvbodyv as to what is reasonable 
d fair in this business, as far as profit 1s concerned. and we finally 
: . 
concluded and we say in the forecast, a copy of which we have here. 
{ it: t! l formation iS just not ay lable. in other words, you are 
sup d to go along from day to day inthe dark and make what you 
nN Wel ou will neve? ike a profit that way, because you can 
of operate to any standards, you can’t tell whether you are coming or 
vonig 
il they eS \ i] i CS { Se Oe | Wo ld he VE \ 
ippy toanswerthem. Othe e, Lam finished 
. } 


rmenator \i INRONEY. You \ | en very helpful tO Us in t 1S frank 


CIISLID of th ssituation. 
(soing back again t »y the load ne of dealers with tools. and advertis 
lirect ul.and forms, and sales-promotional material. all of that 


isto be paid out by the dealer and in effect is reflected as an additional 


len on the consume} 
Mir. May That is rmeht 
Senator Monroney. In other words, if vou could operate vour busi 
if less mone ithout the added supplies that are unneeded, then 


1 woul ave a better opportunity to ove 9 hetter deal ona used 
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xr things of tnat kind. to where the consumer ultimately wo 
nefit from any economies that could be etfected in the merchandising 
mol les? 
: ’ ° 1 1 y 
Mr. Mayo. Because it 1s a known fact that t! » customer has to pa 
1] ‘ e 4] ] =~ - Lod 
ventually. You ean take the monev out of the dealer for a while. bu 


the automobile business the amounts are so long that you Cal 
t from the dealer for Jong and in the end the customer will have to 
pay. 
~ Senator Monronry. He will pay in less value for his used car or 
creater carrying charges on the car / 

Mr. Mayo. Yes: orsome other subterfuge. 

Senator Monronry. Senator Payne. 

Senator Payne. No questions 

senator MoNRONEY. Senator Thurmond. 

Senator THurmonp, No questions. 

Senator Monroney. We are very grateful to you for your help in 
his. We would like for you to remember to supply to the committee 
the names of these two companies that vou were suggested to buy from, 
ti names of the advertising companies. 


EXXHIBIT No. 27 
bsequent to the heaving the witness furnished, through the National Automo 
Dealers Association, the following list: 
lorake Printing Co., Detroit. 
Jam Handy Organization, Chicago. 
General Motors Photographie Co., Detroit. 
Walker & Co., Detroit 
Revnolds & Reynolds Co., Dayton. 
May I ask: Does Pontiac also have a direct mail monthly adver 
sing piece / 
Vir. Mayo. They cdo. I refused to buy it. 
Senator Monronry. Are you asked to buy it 4 
Mr. Mayo. Oh, ves, [ was asked, but I refused. 
Senator Monroney. Do you think that complicated your situation 
ther with Detroit? 
Mr. Mayo. It didn’t help. It was just another straw. 
Senator Monroney. Elave vou ever bought it 7 
Mr. Mayo. Yes, I used to buy it and then we decided we could make 
e ourselves and have it much more effective, and I told them I 
wouldn’t buy it anv more. 
Senator Monronry. Who did that come from, do vou remember / 
Did Ceco put that out? 
Mr. Mayo. T ean*t remember, Senator. J] can get that information 
for V¢ tl. 
Senator Monroney. I wish you would. We would like to know 
it—-whether there is one company that supplies all General Motors 
hether Ceco supplies Chevrolet and other groups have different 
ntracts, but vou were solicited at regular intervals to take that, I 
sume, 
Mr. Mayo. Oh, yes, at contracting time. This is another thing | hey 


W at you. . 
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menator MIONRONI r You wet a chance to sul scribe to xX thou and 
of these at contracting time ¢ 

Mr. May That is meht. 

Senator ued y. Lsee. Were you suggested to buy road sign 
too at contracting time 4 

Mr. Mayo. Yes, and I refused that because I told them I did not 
think they beautified the highways in New Hampshire and the lef 
me oil on that one. 

Senator Monroney. Any further questions / 

We appreciate very much your courtesy in coming here and being 
SO helpful on this. 

Mr. Mayo. Thank you, very much, Senator. It has been an honor 
alict a pleasure. 

Senator ee y. Would you state your name for the record ? 

Mr. Hinorr. J. A. Hinote. 

Senator {tit y. Do you pwent the testimony you are about to 
vive in this case is the truth, the whole truth, and nothing but the 
truth, so help you God 4 

Mr. Hrnore. I do. 

Senator Monroney. I believe you have a prepared statement you 
would like to re ad ? 


Mr. Ilinore. Yes. 


TESTIMONY OF J. A. HINOTE, NADA DIRECTOR, RENO, NEV. 


Mr. Chairman and members of the committee, I wish to thank you 
for the oF pp ortunity ot upper iring’ before you. 

My name is J. A. Hlinote and I reside at 1461 Wright Street, Reno. 
Nev. Renoand Sparks constitute a metropolitan area of about 35,000 
In popul: ition. 

For the past 514 vears I was a Lincoln-Mercury dealer. Prior to 
that I was a gene ral manager of a DeSoto-Plymouth-Packard and 
Inte rnational Truck dealership for a period of 5 years. That is only 
my acta in this business while I was in Reno, Nev. I have 
been in it since 1906. At the present time I hold a Nash-Volkswagen 


franchise. In 1954 1 sold ceed ingen ISO new cars and 209 used 
ears. In 1955 ] sold approximately 150 new cars and 225 used cars. 
The principal industry of our area 1s tourists. 


The tourist tr es is the background, and the basis of our economy 
as you know is le valize dd eambling ee 

Senator Monronry. We are very fortunate on the parent committee 
of this subcommittee in having the dist inguished Senator from Nevada, 
Senator Bible. He is unavoidably detained today and cannot be here 
to hear you. 

Mr. Hinorr. Yes: I have spent some time with Senator Bible and 
our senior Senator, George Malone. 

sootlegging is a problem in my area and IT would estimate there 
are 25 bootlegged cars sold each month. 

Now I have been asked to qualify that and state upon what facts 
I hase that estimate, having had something to do with the writing 
of laws in our State as they affect automobile dealers. We have two 





~~ 
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types of registration forms. 1 for franchised dealers and 1 for no 
franchised dealers, in which the former license number is shown if 
there was 1. No nonfranchised dealer in our State can register a 
new vehicle as such. It must be registered as a used vehicle. There 
fore, we know through the statistics compiled in our division of 
registration whether or not that unregistered velucle was bootlegged 
or came through the franchised dealer channels. So we have an ab 
solute basis of determining the extent to which that situation affects 
our economy. About half of them are Fords and Che vrolets: Olds 
mobiles, Buicks, and Mercurys make up the other half. 

The fa tory asked at he vrolet dealer in Las Veu: as tO give an allot 
ment for the used-car dealers. 

[ can document that for the committee in that Lloyd Tridel], t] 
Chevrolet dealer in Las Vegas, Nev., called me as their State rep 
resentative and stated that the district manager was sitting across 
the desk and he had a problem. There are several rather large whee! 
and deal used-car operators in Las Vegas and they had more Chev 
rolets on their lot than he had available for his retail rah ation. They 
had approac he d him to buy new vehicles. This distri et mi —— r had 
told him that if he would supply cars to the used-car dealers that 
he would obtain for him an additional allotment over ee above his 
regular retail allotment in order to supply this market and he said, 
‘What would vou do?” Tsaid, “If the factory is going to furnish the 
cars and you do not take them, some other dealer will. Your con 
science has to be your guide. Fifty dollars is better than having you 
customers stolen completely.” 

Senator Monroney. You do not know the name of the factory man 

er, do you / 

Mr. Ilinove. I donot. Mr. Tridell could furnish that. In that con 

nection in my own operation, to indicate how little the factory is con 

cerned with this, here 1S probably as tight a cdocume ted ense of 
hootlegging as could be obtained. Here is the receipt dated December 
18, 1954. issued to Mr. Bruce Wellons for $500 for the Western Motors 
signed by Clark Heckendorn, a used car dealer in Reno, Nev. This 
was at the beginning of the new model, 1955. It says for a 1955 
Mercury Montclair coupe, fully equipped. He went along some time 
and he didn’t get his automobile and he got concerned about it. He 
kept after them, so Mr. Heckendorn of Western Motors had Mr. 
Pruetor, the manager of Western Motors, a Lincoln-Mercury dealer 
in Manhattan, Kans. write direct to Mr. Wellons. The letter is dated 
Manhattan, Kans., January 5, 1955, Mr. Bruce Wellons of Park Gro 

cery, 1500 Prater Way, Sparks, Nev.: 

Dear Mr. Wettons: At the request of Mr. Heckendorn, of Reno, I am giving 
you herewith the status of your car order and delivery for your 1955 Mercury 
Montclair, which we received last month; and in order to get earlier delivery 
for you we directed factory at St. Louis to substitute your car with proper equip 
ment for another which we had on order for delivery to us during the last week 
of December, 

Chis delay in delivery of the cars we've ordered for December for our local, 
as well as out-of-town, customers has placed us in a rather embarrassing position 
of doubt on our buyers’ part, but please believe me in saying that we have not 
set back any one order for another and are making deliveries immediately as our 


« 
A pe 
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ears coine to us. In ord » know the actual reasons for the delays in the cars 
s I drove iu St. Louis assembly plant of Mercury on December 31 and 


n lines are h that they are now first coming into good 
production of quality workmanship of our new Mercury, were holding a large 
number cars for proper finishing, and are now working the men 10 to 12 hours 
during 6 days of the week, and are ung to ut on unother full shift to bring 
t ow 5O p b nd ds nd) up to full need for the cars. 

Shortage of certain co in, and power equipnient at this time also has 
reated del: Vv in ¢ iveries md in vour cas the powe et window lifts, and 

wer steering is dela 1 tof v f n the line installation 

You can well appreciate that we are very happy with this fine car we have to 

| this 3 that we are more than willing to make early delivery of all we 

nat early date, but we 1 t t up with these delays, al d I now have 7 ears 
f various models and style wl were set for December delivery, but which will 
not rene util the t veo} 

Please bear with us and Mr. Heckendorn in this instance, as I can asSure you 


that you will be very happy with your new Montclair on its arrival in Reno 
Mr. Heckendorn w re ive ire from me on arrival of your car here at 
Manhattan. 


The re is also a photos 11S was mailed. 


Senator Monronry. You do not know how the car was delivered; 
as it driven out? 
Mr. Ibnorr. The ex is driven out. We serviced the car for the 


wher. 


¢ 


— 


senator Monroney. Were vou getting any cars at that time? 
Mr. Hino’ 
Senator Monroney. The bootleggers were getting them in. 
M e [yj NOTE. Yes ; copies of this were fu nished to the factory. | 
noi know what happ ned to if, The dea er is still in business. 
Senator Monroney. Could you identify this firm a little bit more 
nm Manhattan? Have vou ever he ard of them bef 


murelVv a loenl concerh se 


k. ] was having a terrific stru 


i 


( 
’ 
i 

? 
i 


ore, or are they jusi 
! rs to the Manhattan trade? 
Mr. Hixore. They are a local Lincoln-Mercury dealer. 

Senator Payne. How long have they been in business? 

Mr. Hixore. That I cannot definitely say. Mr. Douglas Cloud, who 
; the managing partner of Reno Motors, my firm—-I sold to him— 
stated that they had been there for a number of years. He was an 
operator and knew then. 

Senator Monroney. Apparently this letterhead—it is on a plain 
piece of paper, but it strike like Studebaker, Ine.; it 


shows the same location as printed for the Studebaker. 
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Mr. Bruce Wellons 
ef Park Grocery 
1500 Prater Way 
Sparks, Nevada 


Dear Mr. Wellens: 
At the request ef Mr. Heckenderm of Reme I am 
giving you herewith the status ef your car order and delivery fer 
your 1955 Mercury Morntalair which we received last menth;and in 
order to get earlier delivery for you we directed factery at St.Louis 
te substitute your car with proper equipmert for amotker which we had 
om order for delivery te us during the last week ef December. 
Tris delay in delivery of the cars we've ordered for December 

for our leoeal, as well as out of town customers, has placed us im a 
rather embarrasing positiom of doubt om our buyers' part, but, please 
believe me im saying that we kave met set baek amy one order for another 
and are making deliveries immediately as our cars come to us. Im order 
to know tke actual reasoms for the delays im the cars to us I drove inte 
St.Louis assembly plamst of Mercury en December 31st and found that prof 
ductiem limes are such that they are now first eoming inte goed production 
ef quality workmarmship ef our sew Mercury, were holding a large afmber ef 
cars for proper fimishing and are now working the mem 10 to 12 hours during 
six days of the week and are going te put en amother full shift te bring 
the production(mow 50% behind demand)up te full meed for the cars. 

Shortage of certain colors, trim and power equipment at this time alse 
has created delay in deliveries and in your case, the power seat, window lifts 
and power steering was delayed to factory for on the lime installation, 


You can well appreciate that we are very happy with this fine car we 
have to sell this year and that we are more than willing te make early de- 
livery of all we cam at early date, but, we mst put up with these delays 
and I mow have seven cars of various models and style which were set for 
December delivery, but which will not reach me until the next two weeks. 


Please bear with us ard Mr. Heckendornm in this instance, as I can as- 
sure you that you will be very happy with your mew Montclair om its arrival 
im Remo. Mr. Heckendorm will receive a wire from me on arrival of your car 
here at Manhattaa,. . 


in 
Very truly yours, 


SX, a ie Ped 
H. #Prueter, Manager 
TEE PEE MOTORS - (LincolmMercury) 
123 Poynts Aveme 

HEP: se Manhattan, Kansas 


\ 
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Hinore. Yes 
Senator Monronry. You may proceed. 


Hiinore. Used car dealers had 17 Mercurys on used-car lo 
| month when I was unable to obtain them from the factory 
senator Monron]I Ee ‘That Was ei arly 1 1h) the eason ¢ 
Mr. ee Yes, 
Senator Monroney. 17 on the used-car lot 2 
Mir. ee Yes, many of the motor numbers were furnished to 


the factory without results. I have had to perform warranty service 


on bootlegged cars and have done so at an expense to myself. In that 
connection, T have no beef with the independent operator buying and 
elling and I have asked the car dealers in my town that when they 
got one of my cars they have it properly serviced. If they had not 
been. | wanted them to bring it to me. 1 wanted them to tell the 
owner that we knew he had bought the car from them and we would 
appreciate his bringing it to us for service because we wanted him 
happy with our product 

Senator Monronrey. Well, vou would have to make good on any 
warranty then. 

Mr. Linove. We would not necessarily have to make f2ood Oh a 
warranty, Because that is where the public is suffering in this deal 
The factory warranty does not follow unless it is sold by a franchised 
dealer and the purchaser has a factory service policy signed by that 
dealer. We do know as I have serviced some of them and have turned 


in the service warranty, that they are pane by some nonfranchised 
dealer, but we have no way of knowing it. If we have that w: arra ity, 


and it 1s signed by some dealer, we have to assume that it is authentic. 
The factory is recognizing those problems in our Lincoln Mercury 
case and have changed their warranty policy so that at the time 
of the delivery it must be signed by the purchaser a 


id then each 
coupon signed at the time the services are performed so that you have 
i matching signature thing. That additionally precludes the possi- 
bility ofa p urchaser getting warranty service on a car sold to him by a 
nonfranchised dealer. 

Senator Monroney. But still a lot of the buyers think they have 
warranty service at the time hes buy them, so they are being hood 
winked. 

Mr. Tlinore. Yes. We have that particularly in our town because 
we are on a main through highway. The nearest point for adequate 
service to us east is Salt Lake ( City, which ts 525 miles. In the sw 
inertime it gets quit » hot across those deserts and mountains, and 
the wintertime it is cold and snowy, and icy, and they stagger in there 
and we are required to perform certain service. 

Senator Monronry. You mean ‘the car staggers in? 

Hinore. The car staggers tn. 

Senator Monroney. We have heard so much about Reno we want 
to keep the record straight. 

Mr. Hinore. Well, they don’t stagger any more than someplace else. 

I know that in some instances a fraud has been perpetrated on the 
ob of the bootlegged cars because an examination of some of 
them has shown considerable wear on the brake pedal and eita elias 
pedal, and some of them come in with the speecometers disconnected 
for several thousand miles. Purchasers indicated that these cars 
had been represented to them as new, 
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Senator Monronry. Now these 21 cars on the used-car lots, what 


vour best indication of how they were brought into Reno? 

Mr. Hinorr. In most instances they were driven and towed, one 
car driven, the other car being towed, because they are organizations 
that specialize in that mode of transportation. Some of them, and 
quite a lot of them, are individually driven. You have firms 1 
Detroit, for mstance, that pecialize in that. They vet servicemen 
a? d people wh » Want To Fo west, furni | them the car. give them i 
stipulated number of days in which to arrive at their destination and 
will take a $15 deposit from them to insure delivery. which is returned 
to them at destination, 

nator Monronry. Do they pay them anything for driving? 
Mr. LiINOTE. in a few cases ft Icy will pas “gas and oll, in SOD LU 


stances they will pay them a few dollars, but in most cases they are 


? 
i 


driven at no cost because he is obtaining free transport: ition. 
Senator Monronry. They aren’t always fortunate in finding service 
men who will handle them gently. I have seen cases where they were 


idvertising for school kids or anybody else. We have a neurotic we 


took testimony trom 1h} t} e busmess o drivin 9 then AaCTOSS in this 


instance I think fre MN Kansas City to ¢ ali fe ridin. So it would it 
be the best way to break in a new automobile. would it 7 

Mr. Hinore. ene are many Instances where they have had difti 
culty. Icy roads, for instance, and they skidded off the road and 
there was damage an it tied them up a day or two and they were due 
at their destination in 5 days or 4 days or 6 days and then they make 
up the loss of time on the road driving the vehicles at high speeds 

Senator Monroney. In 2 case like that, who as sumes the liability 
insurance, or is there any, if that car kills someone on the highwey? 

Mr. Hinorr. These organizations in Detroit and in other cities, who 
spe inlize in that, do pro\ ide—some of them do provide insurance to 
protect the vehicle, both physical damage and public liability and 
property damage while in transi 

In connection with pressure used on a dealer in order to get him to 
do what the factory wants and to operate his business, one of the 
Pa sure tactics emploved ewainst me was that they invited me to the 
Continental showing in Detroit last summer, and under the assump 
tion that we would be given the Continental contract, which we 
thought at that time was going to be quite valuable, I had approxi 
matelv $141.000 invested in mv business but was told after this meet 
ing that it was not enough money to justify allowing me to oe thy 


new Continental. Towever, my successor, who was immediately given 
a Continental contract, only had an investment of $87,500. 
Senator Monronry. Let me clear that up. You say you were a 


dealer. Did you lose your franchise or did you surrender it? 

Mr. HINorTe. I was terminated by the factory, and that I am glad 
you ed, Senator, because they can produce a mutual ae 
which ] sloned ¥W ith a covering letter to expedite the transfer of 1 
business to the new owners and not carry it alo ng after th ey had gone 
all over the community telling the world that a “wheel and deal” 
operation was coming in and that Joe Hinote was being terminated 
being appointed. That was during the 
month of October: during the month of Septembe ris ‘old 2° cars. 
Duri ne the month of Octol er, mM which thi S transition was taking 


and that a new dealer was 


¥ ] ] 7 
place. I sold 2 ears and lost 5 89.167. 
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Senator Monroney. How much ? 
Mr. Hrworre. $9,167. I hada bie plant, 27.000 feet under roof, at 
feet im ved lot adjoining, with $15,000 a month fixed expe 
1)! s You can lose i lot of mone iwi Lty ra i 
tor Monroney. The termination, was it due to lack of cap} f 
Vi ri INGCTE No, if was due to my failure to bow their poi 5 
‘ling and dealine. It just vy a question that they wanted an 
rease in volume over what L was giving them and they wanted to 
ide wider produce a greater number of cars and for me to be 
satistied with the ormal 1.3 or 1.5 percent national average, which 
mulated as a result of your surance commissions and finance 
ry only 
Senator Monroney. You sold in 1954 you say 180 new cars. Wasn't 
preity good market for a town of that size in Nevada? 
Mr. Hinore. 35,000 population, yes. 
nator Monroney. And in 1955 you sold approximately 150 new 
s that correct 4 
. Hinorr. Yes. 
Se nator Monroney. Was any of that slippage of 50 cars due to the 


rease in bootlegging of the very models and make that you were 
| yor 7 
Hixnore. Some of it was. Part of it was product. We had 


earburetor in 1954 that at that elevation not even the carburetor 


1 
I 


, 


in 


facturer could 


: j 
make right. 


d Buiek 


tT 


} } ie ae 
was due to bootlegging. 


trem for 


y 


Tnem. 
Chat is all the wording. 


more ¢ 


SUCCeSSO) 


positi 


iificult. 


1 
has 


dealers is bad in Reno. 


on and that w 


The factory 


) 
~ 
a 


Fave 


up. 


But a lot 


Blitz sales competition by Oldsmobile 
We had a feud between the two 
in our price class and it made 

Since I gave up my Lincoln-Mercury franchise, 


ordered ap proximately twice as many cars as I 
ndled because he has been encouraged by the factory to blitz-sell 


Rig 


t in 


He had a sign on his w — today which Says, “Now $2,495.” 
the middle of it is a neon Conti- 


tal sign giving the ieee that you can buy a Lincoln Conti- 


4 
{ t 


la 


al for le 
lelphia 


ssthan$ 


West 


} they 


are p 


33.000. 


Senator 


HINore. 
Bt sei Senator, 


ustain th 


purchase. 
I think it is important that something be done to bring to the atten- 


tion of the public these things which Mr. 1 
and the committee is familiar with it, 


WW 


Mnessas 
nesses, 


MonnRroney. 
, hs Ai 


e publicity. 


[ am sure, 


1 Burl Berry 


He came from Phil: adelphi: 1, known as the 
Side Lincoin-Mercury, : 
racticmg those tacties. 


operation, 


Don’t you almost have to be registered in the 
“ Book of the first families of America to purchase a Continental? 
mpression we were given prior to its 


Was 


the j 


but unfortunately the merchandise does 


not 


rhe practice of blitz sales has developed 


madly the public is being misled in this connection. 


ri 


Senator 
| int eI 


a 


Moxr RONEY. 


ested 


A clearer 
1 knowing how 


statem 
much they 


think they 


the minds of consumers in my area the attitude that they don’t give 
i damn about the dealer or the car, that they are only interested 
knowing how much they are able to save on whatever car they 


Mayo brought out and other 


of how 


nt would be that they are 


are able to 
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Mr. Hitnore. That would be more properly phrased. 

Senator Monroney. Because they are not getting a new car if it is 
driven. and tow Ing one all of the Way from Detroit, or wherever these 
cars come from, although they may think they are, and on many 
of the credit terms they are certainly paying a rather high price for 
the financing and the lack of service that they get. 

Mr. Hinorr. Many instances of this nature occur. A convoy truc . 
with 4 or 5 new automobiles will pi il] up in tront of a nonfranchise cl 
ler’s place of business and a picture will be taken of that. You 
have propably seen them in advertisements, another load of new cars 
received direct from Detroit. Well. you are familiar enough with 
Interstate Commerce Commission rulings and established freight rates 
to know that those were not trucked in from Detroit that it was a 
gimmick—they were loaded there, they were paid so much to load them 

nd bring them up and have a picture taken and unload them and go on 
r eir regular franchised route. But that is how misleading some of 
the advertising is in an attempt to convey the impression to the pur 
chaser that tl ey are vetting Fa Car which has not been driven. 

False registrations are e ncoura; ged in my area by Ford and Chevro 
let. As far as I know, it is confined to these two makes. I was told 
by a Chevrolet dealer that the factory had ordered him to falsely 
register cars. So far as I can see, the public doesn’t care one way or 
the other about this practice or who is No. 1 

Now J Say false re@istrations. The registrar of motor vehicles in 
our State, Mr. Arne Hars, called me and stated that a complaint 
had been registered against Johnson Chevrolet, the Chevrolet dealer 
in Reno, Nev., in 1954, for registering vehicles to his employees, and 
as I say, in mv position of represe nting the State dealers, 1 went to 
Carson City, | picked up the 37 registration slips. I went to Johnson 
Chevrolet and ] er (them if these vehicles were sold or if they were 
merely registe red, the plates obtained, and the property tax paid on 
them for reeistr: ition purposes. Ile pointed to the corner of his office 
and there were the license plates stacked up there, definite fraudulent 
registration. It is no discredit to the dealer. He was doing what 
he was requested to do by the f; icto ry. 

Senator Monronry. Wasn’t he almost required to do that at one 

ont ¢ 

Mr. Hinote. | put if mildly when I said requested. If he had not 
done it, he would have had punitive measures put against him as only 
they know how To do it. 

Se aror MonrONEY. That was late 1954, was it not? 

Mr. Hinotr. Yes. 


California and 


Senator Monroney. The same thing happened in ¢ 
many, many other parts of the country where it just wasn’t happen 
tance or just an invitation to register that brought about these be 
rhe ent is harder to se i] once reaistered and, of course, that 


costs the cde aler money to regvister it. 

Mr. Hrnorr. In our State, when you register the vehicle, you not 
only buy the plates, but you pay the person: il property tax at the s same 
time, which is predicated on a percentage of its assessed Vi aluation, 
which in our State is quite high, because we are on a 5 percent. rate, 
and it costs you $100 or $125. 

Packing 1s engaged in by all dealers in my area and all seem to 

board on all cars they receive from 


1 
' 


make up to DU percent across the 
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the factory. Because it is universally practiced, it is impossible for 
any dealer in my area to meet competition unless he does pack. 

Senator MoNRONEY. There is a bad typographical error there. It 
says “make up,” you mean “mark ai you don’t make up to 30 percent. 

Mr. Hinore. That is right. I wish it were true, 

The very, very dangerous thing in this packing, to probably repeat 
some testimony, is this: You have a used automobile worth $600. 
You have a new automobile whose suggested retail price is $2,400; 
well $600 down on a $2,400 car is 25 percent. That is a little below 
the minimum of about 30 percent which is usually required as the 
aownpayment, So vou increase the retail price of the car $300, that 
makes it $2.700. You increase the allowance from $600 to $900, 
and $900 is 8314 percent down to $2,700. So you have complied with 
your hnance requirements but you have in that instance 814 percent 
of the downpayment a — air. But the purchaser in States or 
localities with a sales tax s paying an additional tax because of the 
loading practice. He is paying it not on $2,400, the suggested price, but 
on 82.700, the inflated price, and in States where they have a pre perty 
tax law, which is a percentage of the purchase price, he is also being 
penalized by paying more personal property tax on his vehicle than he 
should. I was required to pack in order to get the volume that the 
factory insisted upon, and in that connection L was being outtraded 
by some of my competition. 

I got into it to find out why, and T found out that they were nack- 
ind [ called my regional manager and I told him: T don’t hi ke to 
destroy this price pattern, but I am just having the pants traded off 
me in this business because if the ear is worth $100 and somebody offers 
them $1200 or $1,400, they are not particularly interested in the 
difference, and I lost the transaction because I am not able to compete 
on the basis of the pg. ong ye OTOSS profit. 

They said: “Whe 1) 1 Rome, do cs the Ron Mans. We have always 
found out that vou have to do what the « ‘ompetit ion does, and if ther 
are packing, vou should pack, too, but pack a little bit more so vou 
can trade a little wider.” It is a vicious circle. it never ends. Thev 


ing : 


said | deed confine my profits on a transaction to the insurance and 
the fa reserve, 


As far as I can see, the ong ‘neither knows nor cares about pack 


ing, nor do they understand 1 Packing is engaged in. as I state. by 
every dealer in my community, including Cadillac. They got into 
the deal this: vear for the first time, to my knowledge. 

Of course, overallowance is universally engaged in beeause it is 
recommended by the factories and competiti ve lv it is necessary to 
overallow. Ht necessary to aid the customer in meetine finance re 
quirements in the purchase of a new ear I eited vou the illustration 
of how the purcha er is ben ge Yel alizec l by that practice, 

Ninety-two percent of my financing is done through a bank. | 
100-percent recourse paper. 

Senator Monronry. You cannot get any other ep er, 

Hinotr. The First National Bank 1s owned | Trans-Amertea 


! d oa advertise they have { 2 pel cent of the saan of the State. 
You have one place to do irs basically and that is the bank. 
Commercial Credit is there. There are a couple of small banks who 
do a little but they cannot handle the normal dealer. In my case my 
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contingents run from a quarter to 2 half million dollars and a small! 
nar ennnot do it. 

Senator Monronety. Nonrecourse is not available In your State even 

a lesser reserve ? 

Mr. Itiwotre. Or no reserve at all. There are small loan companie 
which will take some, 

Senator Monroney. I might sav I found that to be true in Cah 
fornia. Arizona, Oregon, Washington. and Nevada, the very States 
whe Trans-Amert ea dominates the bankine business and if that 
is not a restraint of trade and a danger in having companies hold 
m tink banks 

Senate * PAYNE. Wehavea bank holding bill, remember ré 

Senator Monroney. I have been lobbied by the Trans-America 
people who claim that it benefits the community but certainly if non- 
recourse paper is not available to you as it is in almost every other 


e is collateral evidence of need for 


You are on the back of how much 


country then ther 


things. 


section of the 
orrectio} of some of these 
paper now ¢ 
Mr. Hinotr. My closing statement as of October 31. in Reno Motors 
which was the Lincoln-Mercury dealer I sold, iny contingent liability 
wi is ne 29 OH 
Senator 


ae RONEY. So that 


ymobile business is st 


everything vou owned from a lifetime 
i} an jeonal lv if 
to throw these cars back up on the 


in the aut some great depress! on 
or something would hit 
company 

Mr. Hrnore. My reserves against that 
$25,817.58. Now just the slightest recession or « 
condition, or if you please should the manufacturer reduce the price 
of automobiles $100 or $200 a car, with a purcha riser who has boucht 
this $2,400 automobile at $2,700, on a 30 months’ contract, the unpaid 
balance of that contract does not break wholesale for about 18 months. 
Any time prior to 18 months the purchaser owes more on that car 
than it can be sold for cash, and after all, that is the only thing that 
counts. 

Senator Monroney. Or you can replace it with a brandnew car? 

Mr. Hrvore. That is right. You have no equity, so if we should 
have a price reduction and add that reduction to this inflated 
price, you would expect a terrific increase In repossession rates. 

It doesn’t take long because it is almost an established fact that if 
you get a current model automobile back in the first 5 months the least 
you can hope to lose is $700. If you get it back in the first 16 months 
you are very very fortunate if vou can sell it and « mn ly lose $400. To 
complet ely wipe out a dealer’s reserve, because a 10 percent loss on 
that contingent there would a $42,995, that is a “lot of money in 
anybody’s country, and the dealers of this country are sitting in just 
exactly that precarious position of where they are required to endorse 
their paper 100 percent. 

Senator Monroney. And when they add $500 to the pack— 

Mr. Hinore. They make a bad situation worse. 

Senator Monroney. They add $500 more liability to the thing. 


Mr. Hrnore. Yes. 


finan ce 


as set up on my books was 


hanyve in our economic 


you 
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Senator Monroney. And if the pack should suddenly disappear 
even there might be some throwbacks on the dealer of fellows who 
think the car has been suddenly reduced by S500 or a S1,000, 

Mr. Hinore. It is a very, very vicious practice. 

We are not troubled with false and misleading advertising in out 
area. 

Senator Monronery. You just told us a minute ago about the $2,401 
price and the neon sign 

Mr. Hinorr. At the time this was written that was not true. This 
business changes from day to day. ‘Today it is different. ‘Phe factory 
olicy on establishing new dealerships in my area is to dual Mercury 
with Ford. I bring that in to show pressure 

Senator Monroney. In my area they don’t put Ford and Mercury 
together but they have brought in some farm implement business, 
galvanized barns and are purporting to sell Lincolns and Mercurys 
to the farmers of those towns of a thousand people along with the 
farm implements. Unfortunate ly, these cars have a habit ot finding 
their way to an adjacent town nearby to conflict = the ¢ lealer who 
has an inves stment of si me $250,000 or a half millio = llars for show 
rooms which they were required to put in to hand ile 1e distinguished 
yrestige line of I in oln a id Mer iry and perhaps X ‘ontinental. 

Mr. Hinorr. That is quite true, sir, 

Senator MonnoNnry. I haven’t seen any cases where tle Continental 
has reached the gaivanized barn stage. 

Mr. Hinorr. No, but we have instances here where the first of last 
month there were eight of them on a used car lot in a certain city. 
In my case one of their tactics was that they appointed the lord dealer 
in Yarrington, which, using the 1950 official census as the record is a 


town of 1.157 people. 


Senator a INRONEY. 1,15 people. 

Mir. Hine ‘Vhey next wand into Carson Cit ty. which we advertise 
as the bigaest little capiti al in the world, ac ity of 3.082 people an 
dualed it with Ford. ‘They then went into F allon which is just 62 


miles aw lV. Carson Citv 1s o1 ly 29, That is a city of 2,400 and 
dusied it with Ford. They then went because 

Senator Monroney. Does that include Lincoln as well as Mere ury 6 

Mie. Hrvorr. No, that ony neluided Mercury out they put a gim 
mick in the deal to the etlect that they could purchase Lincolns dire: 
from the factory for their mnme: liate family, pe many is in a 
family? Well, L know one of them that has no children and 
already seven. 

Senator Monroney. Seven for his family 

Senator Payne. He is looking forward. 

ir. Hrnotr. Yes, he is looking tothe future. ‘Then they 7O In 7yUst 
across the border, because we are only i short Way from the border, 
to Quincy, Calif., which was 1,330 people and a man who has a super 
service setup is appointed an exclusive Mercury and Lincoln deale1 
Ina town of 1,330 population. 

Senator Payne. What kind of showroom eager he have? 

Mr. Hinorr. He has | promised to build o ilong with some service 
facilities, They did this even though the reaso ible expectations O1 
Mercury sales did not justify it. ‘They wanted to bring me to my 
knees. Well, as L say, I refused to violate my principles on sound 


‘ 
} 
if 
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business because | had taken over this business in 1 N50 from Mi C O”*Y, 
the facilities in whi ih it Was housed were DuUliT al d the i actory COn- 


ulted with and supervised him in having the property const ructed. 


Ile was given an enormous number of cars in 1946, L947. 1948, and 
1949, Yet on July 27, 1950, when I took it over it was $52,000 in debt 
nal i< rie otrado } ( 79 bro ol) t back on its 
feet t a pro! table and sound basis and made a profit out of ab; 

I refused to eut down on pre elivery service that every car buyer 

ntitled to dio :ower the quaity ¢ i iny ser Cc Of ern eens 

I bi ng that out. gentlemen, more in ipport of Mr. AE I have 
here the factory statements of service operations tor 1 ong oles 1953, 
1954, and through September of 1955. In every year during that 
period of time my service operation in a city of H2.U00 was secon l only 
to Berkeley, Calif., a city of 113,000, Sacramento, Calif.. vy of ay 
O00, IT was ahead of such cities as Fresno, Calif. v biel h — 91.000 
population, congo eee the potel tinl of n Vv town. \nd vou only build 
service volume of that type over many vears by giving customers good 
Ser ce and protect silieeeapalideicd lasaseortued: Pf was told inno 
uncertain terms by Dick Dobbins, the zone manager of Lincoln- 


Mereury that they weren’t interested in service, they were interested 
n sale ; 

me r Monroney. There was no reason for vour termination other 
than ia you would not blitz or go into unsound selling practices / 
Phere was no credit trouble / 

Mr. Hrnorr. No: I had an open line of credit. 

Senator Monroney. There was no question on maintenance of ears 
In your area or extension of courtesies to the cars from other States ? 

Mr. pny pe li the Committee wishes, there is my closing financial 
tatement, I will put it in the record. 

Senator = INRONEY. I do not think we necessarily would care to do 
Py We might photostat it for an exhibit if you would like. 

Mr. Hrnotrr. That is entirely up to you. 

Senator Monronry. You gave us the summary of it and we would 
have that as a record in our commit fee. 

Mr. Hinore. Mr. Chairman, I think the only thing that we have in 
this industry that we dealers are fighting for is the elimination of 
fear. 

We live in deadly fear of our factories because of the very nature 
of the right we sign away. We are only asking that we be made first 
class citizens, not second class citizens. We are only asking that we 
he ees rded t| e same privileges ot eitizens hip VW hi ( h are accorded to 
a saboteur or a Communist who advocates the violent overthrow of 
this great country of ours by force and violence if need me, and that 
is just our day in court. We sign away that right that is granted to 
every other individual in this great land of ours. 

Senator Monronery. You have no way to challenge the cancellation 
of your contract whatsoever under the present contract. 

Mr. Hisxorr. There is no recorded instance, if I am correctly in- 
formed, of a court of last resort sustaining a lower court’s judgment, 
because they bring in the franchise and you have clearly signed away 
your rights. 

Senator Monroney. You have waived that. 

Mr. Hrnore. You have waived i 
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mtd 


Senator Monroney. ‘To get the franchise or to renew it it has to 


i hel 


1 


aived every year or you face an economic death penaltv and the loss 
of vour business 


ir, Hftnore. And you have vour life savings in your busine 


2 


some of them have a lot of money. Some of us have had to work w 
blood, sweat. and tears. as Mr. Churchill said, to acerunulate this and 
ne of us have had borrowed capital which is very hard to pay bac 

ler our tax structure on small businesses because we are paying 


rtually the same rate as General Motors is on it. It is just tough 
oO make money eno ih to Pay off the capital investment that you have 
Is and equipment that are necessary to properly run this | 
We believe that we are not selfish and that it 


nterest to vrant to us first-class citizenship alone wit 
' 
' 


lis us second-class citizens without the right to our day in 
i 
! 1 
ator Monroney. Let me thank vou very much. 
Noes Ford havea abit of bso ne advertising matter and tools a 


run he es netore the renewal of vour contract or vour tranehise 


fr. Hinore, Our franchises are so-called perpetual. Tiowe 
have a 90-dav clause in them on the part of the factory, a 60-d 
se on the part of the dealer. I say it is still a 90-day contract. i 


. , 2 1 . 
» not care how manv years it runs as long as it ean be canceled f 


he ambiguous word “cause I got started off in my beef because | 


In’t like the assistant district manager. He was a dealer that we 
oke in this business in L948 when an hody could se]] anvt! ne at 


ll profit that was on wheels, so he had to know more about the hi 

ess than J] did to run it in such a wav that he went broke in that 
period of time. le was trving to tell me how to run mine n 
ompetitive period of time. I would not stand still for that. They 
ell us the Lincoln-Mercury Times, a very expensive piece of litera 


which is published bimonthly. 
Senator Monroney. Who is it published by / 
Mir. Henxorr. By the publications division of the Ford Motor ( 
Senator Monroney. Itisa company-owned operation / 
Mr. Hrnorer. Yes. 


Senator Monroney. Do they purport to share the cost / 


. 
\f,. 
‘i 


Hinote. We just pay the full purchase price, period, and we 


ave a monthly service mailing program out of the same office whic! 
ire required to use. In special tools I got into a terrific beef 
with them on that because I refused to buy certain of them, partie 
larly on Hydra-Matie transmissions, which were a duplication of 
tools we already had, and T said that we should be able to buy those 
that we needed, and im that connection my rating with the factory 
e sustained by factory personnel—the equipment in my 
s] Op Was second ro none, | had dy namometers and ol] ot] Pr mod 
tune up equipment and service equipment, every special tool that \ 
needed. 
Phere were dealers that had more because of duplication but 
any better equipment. But they would require that vou bi 
package. You couldn't buy only those things that vou need. Y« 
buv the package. 

Senator Monronry. What did those packages run ? 
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Mr. Hinortr. Varying amounts, depend ng upon whit part ot thie 
vehicle they ire for. 
MonroNey. What wou 


a rougchiy be the requirements a 


| Ty r7%) ] 7) ) ; = . > wc 
ie Hirnore. Thev will run 83500 to s40U0 1n automatic transmissions 


} ] | . 1 
pecause they ale quite a COMI iecuted piece OF machinery, ana require 
' ? 1 ? 22 } } 
Speclal gages and tools for your pressures and valve bodes and sue 


Senator Monroney. Then you have to buy other tools, too; do you 


— ] x li 
nvAve tO OUV DOU TOOIS # well 


x« ¥ > ry‘ 4 } , . 
vir. LTINOTE. That we were never required to ao, onty mechanies. 
: ' y. | tj lel the} 
> ator Monront y. DULL evel ne Vou ¢ uige The moder tiuere 1s 
’ > F ] 4 ’ ? } 
mother new kit, even thoug rit might a Lprdresrte the same wrencnes ! 
as , ae i 1 - 9 
Mir. [ine rE. Lnev pena them a little bit diiferently. so it 1OOKS AIT 
erent mn th picture, DUEL the Opening Is a Salle. 
‘ | | é ] } 
Senator JEONRONEY I> \ wre Told It Is Good public velatlons With 
i 
1) ] 1) Wo j this / 
\f Tt j aan 17 ¢ ry ” , 14 : } : ’ 
Vir. FLINOTE. Lhat is usually 1. Lhis IS a must. LIF you dont a 
‘ 11 1 a } , I if } 
It, the Dlack mark goes on the wall, so vou buy It. just the same as 
your winaow trims and your promot nat kits. 
~ 


ator MonroneEy. Where do the window trims come from ? 
Mr. Ilinore. Usually Dealers Aide or Dealers Supply in Det 
[. 


‘ 


lonroney. Is there a connection of that ownership wit 


Ss) LLor \ 
Mr. Hinore. No; those names are rather confusing. There 1s 


Dealers Aide Co. and Dealers Supply Co. They are two different 


Senator Monroney. Are they subsidiaries of the Ford Motor Co.? 

Mr. Hianore. That I can’t say. 

Senator Monroney. Or * rony corporations” / 

Mr. LUINoTE. Well, we have always assumed SO. The most \ iclous, 
of course, is their sales chinpaigns in which you are required to buy 
thousands of dollars’ worth of prizes from those organizations—Bel- 
nap Thompson. 

se! \Mfonroney. Where are they located Detroit ¢ 

Mr. Hinorr. In Chicago and Detroit. That is to stimulate sales 


ehnator 


vity. Basically, they produce nothing but an increase in the cost 
of dolng business 
Senator Monroney. All of that is passed on to the consumer? 


Mr. Hinore. All of it has to be, unless you dig it out of your pocket 


ana operate in the red. 
Senator Monronry. Any further questions? 

Payne. No: ] ust wanted to Inquire whether or not the 
fellow that travels your area, Il think you said his name was Dobbins, 
who wasn’t too interested in your service end of the business, was he 
Just a disinterested in the amount oi parts that you would order each 


Nn mth 

‘ ' x 

Vir. HINO VO 

Senator Payne. In other words, he was interested in that angle of 
It ¢ 


Mr. Hitnore. Would we like to talk about seat covers / 

Senator MonronEy. Yes. 

Mr. HLINOTP. They welt So far with me on seat covers to hold up 
my monthly allotment of cars because I refused to buy seat covers 
he ause I had hiy own trim shop. . 
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ntor MoxroNry. Where did the seat co rs come Ire 
Mr. Hinore. Ifrom Detro: 
Se HALOP ALONRONEY. What ‘OM LV f 
Mr. Hinorr. | dont know. Ehey werent brioicded. 1 
part numbered by Mercury and Lincoln. 


Senator Monronrey. But you don’t know whether it was a p 


ie Ford Co. ¢ 
vii’. FLINOTE. I think that we were told by seui-cove hbiahuta 
' 1 { | ; } 
We could DuV the same cover Tor iess m¢ ( vom) them 
, 4 + rye - . =a | ’ 4 ' ‘ 

phey made hem for both. Lhat L eant prove, but that 3 W Li wi 
oid. 

Senator Monroney. But they were billed to you on regu 

Voices 4 


ar Ford accessory 


me Hinore. Itisa recul i 
enator MonrONE ° And they are GVenulhe Lora part 


Mr. Hiinotr. It i. a genuine Ford part. 
Senator Monroney. That one has kind of passed out now. 


sta a es 
Mr. Hinore. That has kind ef passed out. That got awfully hot 
for a long time, you know, but we have the same situation on other 


items of accessories, that they are merely jobbers for. 

Senator Payne. When you did some ot the service under the war- 
ranty on some of these cars that were soid by some of these sharpies, 
and so forth, that came in to you for service, and you fo 
defects within the warranty period, how did Se come out de 
i} ourimng out your labor and all of your conrponent parts, an 1 so forth, 
on submitting your bill through for your vu ment amount; did 
you ever get a new automobile for an ¢ ld automobile 


Mr. Hinore. Not yet. They figure Bee ete oie and up until 
just rece! tly they changed over Lo Oe ) percent of your yin saiege 
tomer labor rate. Prior to that time it was your Cost, ali | that was a 


figure that the factory arrived at by your taking straight time rate 
for mie hanics only. 

It did not take into consideration that in areas where you are more 
or less required to pay time-and-a-half for over 40 — a week and 
the men insist on working 44 hours a week, so you a » pay ing for 46 
hours of time for only 44 hours of work, you | here be Increase your 
hourly cost over the purchase rate hour, and it does not take into 
consideration your employees’ welfare, social security, and thos 
things which you are required to contribute to on a per hour basis of 
your employees, so it 1s nothing but a losing proposition. 

They § orant you 10 pe reent over cost for the handling of a part. 
and I submit to you that there is no desler’s statement that you have 
ever seen in which his cost of doing business is onlv 10 per ‘ent. If 
think the aversee runs from 19 to 21 percent. ; 

You cannot handle those parts and account for them and pay 
freight that you have to do in many instances where it is special 
orders for 10 percent. So that isa loss. You lose on warranty work 
right down the line. You pas for their mistakes. 

Senator Payne. How long have you been in the busine 

Mr. Hinore. I started polishing brass on the old W 
bile in Seattle, Wash... when } was a kid voine to school in L906. | 
have been connected with the truek. h: avy equipment, auto, ar 
plane business ever since. It is the only thing I know. 


1a 
a 
t 


s altogether ? 


Inton AULO! 
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Senator Payne. Eventually the manufacturers are going to pay a 
pretty dear price in the long run if they continue the same philosophy 


ust wanting to reach a No. 1 position for the sake of vanity and see 
tty avood tello who have made their industry great go right 
lral .result of that effort. 


\Ir. J votr. TI think. sir, in many locations that is already becom- 


very pronounced, Wi ave Com ties in While there were old 
hed lealers representing the five manuta ‘turers that we have 
TT PTIST TV oe Al ive br min there many vears. They 
le in their operation. They were leaders in their com- 
t sl ion ft the thing if anvone ho interested in their 
sine terested in is proper service of the owner’s car and hav- 
brn oO hOonie Luis nes tO im ve have the createst in- 
‘an keep hin ippy because we want him to come back. 
peration of that kind vou hope to retain at least 75 percent 
of our ¢ ers and you only have to kick an additional 25 percent 
| » brush in order to maintain a steady volume. ‘The wheel 
nd dea operators of today who advise that they cannot even atiord 
viee the ehieles for the price they are selling it to you at 
4) | } {) ir over Cost, a} | sti]] don't know iow they newure ¢ Si 
it that woes out and it is destroving the reputation of that vehicle 
for the manufacturer. It can’t help but have its repercussions and 
ess even further than today. 
~ Mon] ‘ \nd not good 4 en the product nas a 
s9 les i fron { een Sv TO eo OO If it were Ppa rot alo \ 
Poa } \] OSE } he ible tO ii | al | if | nd 
tech tl rade, but the su of placing more people on wheeis in 
\merien s been due largely to the reliabilitv and responsibility of 
he merchandising maintenance and service system that has grown up 
with the automobile mahi facturing industry. 


a 
nis 


Mr. Hinorr. Yes, sir. You can recall im your own memory t 
Phere is no such thing as a bad automobile today. They are good 
wuutomobiles, but there have been times in not too many years past 

mufacturer has pulled a boner. There were mechanical 

leficiencies, and that sort of thing, in the vehicle, but vou have seen 
ike of car which did not enjoy too good a reputation that sold 
eat number n 1 com) nity. Why ¢ Because the dealer gave 
hem proper service and maintained them to the satisfaction of the 
er, With the result that he was happy and he had good cheap 


Aside from that. the pm ise of an automobile. 1f mv statistics 
orrect, is the largest single purchase the average individual ever 
itside of his home, and more people own cars than own their 


Senator Monroney. It is a bigger amount of monthly payment 


vr. Hfinore. Yes, sir: double, even on a low-priced car today. 
Senator Monroney. Do you feel—TI think I saw these figures last 
week, where, if I remember correctly, 84 percent of all of the passenger 
ars sold in America were manufactured by two concerns, General 
Motors and Ford—that that concentration of the automobile spectrum 
is led to an arrogance on the part of their sale and zone managers, 
id others, that has been directly connected with the deterioration 
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f busines morality and ethical dealing that has gone on in recent 


Mr. Hinore. It isa very definitely true. They have lost sight of 1 
fact that it was the dealer who struggled and sweat with them and 
stayed with the line because no one until recent years had what 
a hot line in the trade every year. They were up and down. 

Senator Monronery. They were competitive. 

Mr. Hinorr. You had years in which vou could hardly give away 
your car. | will take the years I was with Dodge and we came out 

i 


| 
Mi 


with that 8-evlinder automobile and it killed an automobile that had 


’ 
1 ’ - 4 
nem. tu] 


a reputation over the years. That has been true of all of t 
has made mistakes, Cadillac has made mistakes, Chevrolet, Ford, 
they all have over the years, and the dealers have staved with 
them and sweat out those problems and paid their own mol v ian 
attempt to keep those vehicles ruil ning tO the satisfaction of the con 
suming’ public and the factories have te tally lost sjoht of the faet 
that we are a definite and important partnership in this busine 
senator Mi NRONEY. You are going to have orphan ears Chasing 
round for a home to be serviced in. As dealers get out of business, 
is the supel market sueceeds the oravel lot. you are going to clissipate 
completely the reputation and reliability and responsibility of the 
man who sold it for continuing service because he will not be a fran 


t 


chised dealer maintaining the reputation of one car in that com 
munity; 1 


Mr. Hinorr. That is absolutely COFTeCt:. 


is that correct ? 


senator Monroney. One further question and then we will have to 
go to the floor. When you lost—or were etlectively terminated, al 
though vou signed a walver with Ford, would vou have felt that it was 
ossible to pick up a good General Motors line / 

Mr. Hinore. in our community, no; because we happen to be 
a community in which they are relatively long-and old-establishe 
dealers. 

Senator Monronry. But I mean could you move after the termina 
tion with Ford or Mercury freely to be accepted as a franchised dealer 
n another comn nnity ? 


Mr. Hinote. Doubtful. 


Senator Monroney. There is no competition among the factories ir 
rving to get dealers. It is too closely held. 
Mr. Hinorr. They have, | was told by our district manager, a sort 


f gentleman’s agreement under which they do not solicit the other 
dealers. 

Senator Monroney. But what I mean—you are missing the point 
having been terminated by Ford, would not General Motors sal 


manager or somebody in the organization look up your backer ri 
ana Say this is a eood location, we have a Buick dealership mavve i 
Phoenix, Ariz., or someplace ke that, you are ready to buy it and 
willing, perhaps, do vou think that the fact that vou were terriinated 
hv Ford would not have followed you to Phoenix as vou tried to el 
approval 4 , 

Mr. Hinxorr. It follows you the rest of your life, sir. 


Senator Monroney. So it is almost a death sentence. You went 
with American Motors and took on the Nash and the Hludson line as 


well as the Volkswagen. I see. 
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Mr. Hinore. Yes. 


ss or Monronery. But it would have been a little difficult, would 
t not. under the circumstances of vour vetting out of the Mercury 
business to have found a welcome in the General Motors family. 

Mr. Hinore. Well, I think it would have been almost impossible 
to have found a welcome in the Big Three. You might even have 
chained down five. Roy Abernathy, the executive vice president in 


rift 


charge of distribution, is an old friend of mine in American Motors. 
I sat as the zone manager with him at Packard shoulder to shoulder. 

hat proba ly had something to do with it. My reputation in the 
community is such that it can be verified. As a matter of fact, m) 
successor—one of his demands was that I sell him the name becausi 
I had built a reputation of living up to my word of fair dealing: 
and by the factory’s own statement to him I had not had a factory 
ervice complaint in two and a half years and he insisted upon that 
name to get the goodwill that went along with it, so I couldn’t have 
been too bad an operator. 


— 


Senator Monronry. But they would look back of the operation to 
see whether you were a tractable dealer, that saluted the commands 
and obeyed the district manager, 


rather tarred and feathered. They just don’t like that. 

Senator Monroney. Did you have any questions ¢ 

Senator Payne. No. 

Senator Monronry. Thank you very much for your helpful testi- 
mony, Mr. Hinote. The committee will stand in recess until 10 o’clock 
tomorrow morning, at which time we will meet at 457 in the Senate 


Office Building. 


and buy the program, and if you do not buy the program, you are 


(Whereupon, at 1:05 p. m., the committee adjourned, to reconvene 
at 10 o’clock Thursday, February 23, 1956.) 





THURSDAY, FEBRUARY 23, 1956 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE. 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 


1Iy ye y 


WW ASRENOGLON. EF a 


the subeommittee met, pursuant to recess, at 10 a. m., in room 457, 
Senate Office Building, Senator A. S. Mike Monroney, chairman, 
presiding. 


Present: Senators Monroney (presiding) and Payne. 

Senator Monroney. The Subcommittee on Automobile Marketing 
ill resume its sitting and the record will show that we recessed fron 
ie last hearing. Our first witness today is Mr. Milton Ratner of 
Wilmette, Il. Mr. Ratner testified briefly on the opening day for the 
lealers. IL believe you were sworn at that time. 

Mr. Ratner. I was. 

Senator Monroney. The record will show that he was sworn at 
that time and a quorum of the committee, Senator Payne and myself 
are present. Senator Thurmond is expected shortly. 

We are very glad to have you back with us. You may proceed in 
your own way. 


. 


~ 


+} 


TESTIMONY OF MILTON RATNER, WILMETTE, ILL. 


Mr. Ratner. I wish to thank the committee for having me here. 
My name is Milton Ratner and I reside at 309 Central Avenue, 
Wilmette, 111. Iam a former Ford dealer who operated North Grand 
Ford, Inc., at 4841 North Avenue in Chicago, Ill. I have been in the 
uitomobile business for 32 years, having started as a mechanic in 
1928. I obtained my first dealership in 1928 and held a Ford dealer- 
ship from March 1935 until March 1955. 
[f I might digress for a moment from my statement, the statement 
[ have written—and I owe an apology—is purely personal and purely 
selfish. That is not my reason for being here. ‘The automobile busi 
ness has been kind to me and it owes me nothing, but I owe it some- 
thing and I owe something to many thousands of customers. If | 
ould be of benefit to those customers and to the dealers who might 
follow me I should like to do so. That is my reason for reading this 
statement. j 
In 1935 I began a long-range program of building a strong organ- 
ization. By recruiting good men from the industry and by treating 
those men well, I felt, by 1940 and 1941, that I had such a company. 
In 1942 I enlisted in the Armed Forces and entrusted my business 
o the management of my then service manager and parts manager. 


mm} 


These men handled the business successfully until late in 1943—and 


9 
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incidentally did not sell one automobile during that period. We 
operated exclusively as a service station. Then without my knowl 
edge, the Ford Motor Co. offered them a franchise and prevailed on 
them to leave my empl Vy. ‘| hey have since operated 1h) Chicago as 
the Kawell-Walker Motor Co. 

Senator Monronry. You were in the armed services at the time these 
men were offered this franchise for your then TONY business 2 

Mr. RAYNER. They moved away and took anothe franchise and 
they are Sil ce operating It. My franchise remain d under my wite and 
second er helon employees, and needless to say, it did quite a task to my 


bank account, the money that I had left here for my children and 


mvself. In 1944 I] sustained injuries which hospitalized me for 4 
months and at the end of that year I was retired from the service fot 
injuries received in the line of duty. Despite the many misfortunes 


and set bac ks V hich have occeul red, J do not regret having followed the 
course | did. 
‘pon my return to eivilian life in 1945 irew all of my energv 
Uy t lif 1945 I tl ll of my energy 
and ability into the major undertaking of reestablishing my Ford 
business. I worked diligently at that task as long as it was allowed me. 
When the yroduction ot Car Was resumed following World War i. 
} oY 


the Ford people told me that I would receive a fair share on a historical 


basis. As is well known, this never transpired, and I think a word of 
explanation is due there. 

It could not have trat spired beeause Ford Motor Co. at that time 
began the program of appointing new dealers in what they called new 
locations or open spots. In the main, these dealers were ex-factory 

ien or the sons and nephew s of then high-placed factory execullves. 
These dealers had to have cars in order to live. 

Senator Monroney. This was in the vear 1945-46? 

Mr. Ratner. 1945, 1946. and 1947. when we were supposed to have 


received cars on.a historical basis of the vears before the war. 
: : 


these new dealers oftentimes got a many aso or 4+ times as many 
Cars as we oldsters. 

Ney ert ieless, we gol along and fot our share, we thouolit, of Wiiat 
the other dealers who were oldtimers were getting. We tried every 
trick we knew to get more, but our efforts were rather futile. Often 
we were told by certain Ford men that we could increase our share of 
ears val d trucks and e olven Ce ream fleet deals if we would “olay ball”? 

ome of the cars. For example, a then Ford fleet manager, and I 

don’t think it is fair to use them when it was such a widespread 

bt i . told me that he would olive me fleet orde} ior A yersona!l 

CO leration. His personal consideration was that only a portion of 

The CArSs sO allotted for such fleet Wol ld He Olve hn to the Heet usel and 

me ] { would De sold on the byl sy k market ane the proceeds would be 
senator Monron} Mr. Mcktenz 

\ Rarner. | would rather not use that name. I would like to 


strike that name 

Senator Monroney. It is in the released text. I don’t know that it is 
going to do any good. The party of whom you are talking was an 
ial of the Ford Motor Co. 
Mr. Rarner. Right. 
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senator MoNRONEY. And operated in the allocation of the Cal t t 
were voing under fleet supply :is that correct / 
Mr. Rarner. That is correct. 
Sen itor \MLONRONI a And vou were told tO do business on gett 
fleet business since 1t meant vood repeal busmess tor the factory once 


the company Was COL! iitted tothe se Cars. 


Mr. RATNER, It dic not evel mean repeat business, because i 
main most of the fleets delivered in those days were phony 4] 
Thev were tleets set up Dy Hew ana pportunist! peo} le called | 
companies, et cetera, Who in turn were sharing their share of the cars 
they might have received in a market that was not legal. 

Senator Payne. McKenzie is not now with Ford 2 

Mr. Rarner. He is not now with Ford. That particular man wa 


caught. I do not think the top factory men knew of those pr 
cedures but they may have. 

Senator Pay NE. It was one ot the problems you were confronted 
with. 

Mr. Rarner. It wasa problem that was vast. It ran into thousands 
sei epieinlicid cna im Illinois and Michigan. 

Senator Monroney. A black marketeer and a bootlegger at that 
time could collect a premium for immediate delivery of a top-name 
car ¢ 

Mr. RATNER. Yes. A certain fleet leasing’ company, and a large 
one, a legitimate leasing colpahy, a been buying cars from me for 
a period of time. Not great qua ities, but 50 at a time, perhaps. 
They told me that they could beat my price way, Way down to pe 
haps $25 or $50, or invoice, even in those days when cars were scarce, 
but the nethed of doing it was obtaining or eiving me an order for 

hundred cars and taking only 50 of them, leaving 50 for me to do 
with as I wish. 

{ refused the orders. They were taken by another Ford dealer, 
but t refused them, and I am not sorry for refusing. We refused t 
enter into any deals 

Senator Monroney. One point I want toclear up. At the time you 
entered the military service in early 1942, a great many of my friends 


| . } { | 1 
who were Ford dealers were under a recruitment poe In which 


the factory participated to supply men. I wondered if you hap- 
pened to be one of the Ford dealers reer uited for at eabaaia of 
equipment ina sort of specialized program that we had 
Mr. Rarner. I ee three complete companies in Cl 
through the Auto scaden Division, not t! factory, for Ordnan 
After recruiting these three —— a ad for and received 
commission in Ordnance. We welt Ab ‘rdeen and | was put i] \ 
line company after my training. 
senator MoNnrRONI € It was an automotive operation, but you pro 
ceeded to enlist or recruit these special ts to get servicing of the 
material that we had to have running to win the war / 
Rarner. That is correct. I wound up in a tank company. 
We refused to enter into any deals that did not meet with standards 
of ethical business to which we had always adhered. We did not vei 
ture into the black market nor the gray market. We were not blind 
as to what was taking place, but we placed our obligation to our cu 
tomers and our factory, to our employees and our families above that 








thing In 1951. 1952. and 1953, we were given the Ford four- 

uvard for facilities, management, spirit. and finances. 
‘J ( I ra, isk. m ‘aning “Ford must stand first, 
e other four words which IT quoted. is the highest honor 

{ } { ! 
swe wer ches et peeeretee rte ind 
7 vear. by Mr. O. Fred ndo, then new district manager 
MI or Co. We were please with this and with Hakeiel ap- 
chased an additional building a half block away from 
lant for S48.000 and converted it at an additional cost of 
o 2 modern truck sales and service, body repair, and paint 
lding. That did not include the pi ce of special equipment, paint 
\ . ° 

\\ felt then and now that we were eivine Ford Motor Co. the type 
of high-grade representation that ie product and the company was 
entitled to. Before purchasing our new truck building we were in 
formed by Mr. Stanley Lehne, our zone manager, that “we were v ry 
cky” as a new and independent survey just completed for Ford 
MI tor o. by the University of Illinois economics department had 
licated that we were in the exact location that a Ford dealership 
hould be in. Not over 6 months later, Mr. Yando informed us that 

he same survey mdi sed Chat we were in the wrong location. 
It was then in so 1953 that we began to feel insecure. We had 
heard rumors that Ford was seeking to sign Courtesy Motors to a 


Ford franchise, a neighborhood Hudson dealer. 

Senator Monroney. In your neighborhood ? 

Mr. Ratner. Yes. We called in the Ford traveler and asked him 
about it and they said yes, they felt they needed a dealer toward the 
lake. LT said, “O. IKX., but stay away from Courtesy Motors; they are 
in our zone of influence and will disrupt your relations.” That was 
the end of it. We heard no more on that score. Then in Septem- 
ber or October of 1953, and this is all rather rapid, we were informed 
that a new survey of the city indicated that we should dispose of-—and 
[ say “dispose of,” rather than sell, 1,025 new cars and 225 new trucks 
per vear. 

We answered then and we reaffirm now that this is not realistic. Mr. 
Yando cane’ to us that our location- 

Senator Monronery. That was more than double the quota which 
had been given to you! 

Mr. Ratner. A few months previous. 

Senator Monroney. In mid-1953 you were instructed to be prepared 
te sell 500 cars and 75 trucks ? 

fr. Ratner. Right 

Senator Monronry. Then by September or October you were told 
to be prepared to dispose of 1,025 cars and 225 trucks, which would 
he well over a hundred percent more ? 


Mr. Rarnrer. W : over a hundred percent more. 
Senator Payne. A hundred pe ree au Increase on your cars and about 
O00 percent inerease on your truc! 
fr. Rarwer. Yes. Mr. aus ie stated that our location was a 
place to sell from and that he did not care where the cars went. even 


though it were Texas, and I think he mentioned your State, Senator. 
Oklahoma, just as long as they were registered in Cook County. 
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There, again, I would like to digress for 2 moment. Immed 


after production started, we were fa ee" it} he prob! rot « rs YO 
to the South. the Southwest. and thi We We were subse 
to the R. L. Polk ¢ ‘0. lists of reg strations, and at the start 
{f would begin to read this list of registrations, call mv sales for 
} . oLt i 3 et ! j 7 
I, aNd Say: Prow com we didnt sell John ! o 


' ad lress in our ne iohbe yy hood. anew env?” 


| would find new Fords reoist ered and many eV Kore truel 
istered, i would then senal Out on snles representative to ce 
new Ford owner so that we might obtain his service and his futu 
To our surprise we found that there wa io such owner, 2 


oftentimes there was no such address. 
Weithen realized they were false. fictitious registrations. They were 


heme made for r the purpose ot protecting, or hdl | LV. DAVING 


wo, Who is compensates 


branch manager in Chica 

oisteredl 1 lis district by Ford Motor Co. Phat ist not b 

ick of. 

Senator Monroney. In other words. he is paid not by the nu 

irs that he sells to the dealers ¢ 

Mr. Ratner. No, sir 

Senator Monroney. But by the number of cars registered 
county ¢ 

Rarner. To the best of my knowledge and belief. and I think 
Iam correct, his year-end bonus is based on registrations in his district 
senator Mo NRONEY. That might be one ot the answers to why boot 

mn @ has become so prevalent 

Ratner. A further answer is this, sir: In Detroit and Chica: 
we whe heavy production. Those : are two he iVv\ product ion points To! 

Ford Motor Co. Ford Motor Co. could readily distribute all of 
the cars they built to a few sources rather than spreading {hem out 
equitably to their dealers throughout the country. ‘Those dealers be 
ome the distributors. Oftentimes I bought cars from these favored 
Ford dealers and paid them over the amount that they had paid to 
Ford Motor Co., and so did other dealers. They had more than they 
need: dl. The rest of us were always in short supply. But the ears 

itinued to go down 66. It became a joke. At Ford dealers meeti 
one dealer would say to another at night, after a few drinks, how many 
lid you send down 66 today? And it was not facetious 

Senator MoNRONEY. Many of those cars you say were recistered in 
Cook County or in Illinois? 

Mr. Rarner. Yes, in our city of Chicago, so that our city of Chicago 
showed in 1 year we sold tl penne of pickups. Both of vou know. 
with your wide knowledge of this industry, that a pickup is a farm 
truck, basically. Yet the reeords sahakal we sold thot ie of pickups 


1@¢ 


ao 
a 
Vy 


in Chieago. They weren’t in Chicago. They were in Oklahoma, 
Texas, California. Louisiana, and the States between. 
ae Monroney. The registration of these ears was actual a 


lictilious registration. Now I presume that those ears went out to 
Oklahoma and Texas with Ilinois license plates ? 


Mr. Ravner. They id oe Ofitimes with none = he licenses were 
often returned to the State veluicle departments for ‘funds until ¢] 
v topped by the association. Ofttimes they h aa never been take 


from the envelope. just a registration made, because there w 


on to show a canceled registration in our State setup. 
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Senator Monroney. Is vour registration rather low in Llinois? 
Ir. Rarwer. Our registration fee ? 


senator MONRONEY. Yes. 
Mr. Ratner. Very low. 
Senator MoNRONEY. What is it 2 
Mr. Rarner. It wasSS then on that type of Ford. 
Senator Monroney. Eight dollars would produce more than that 
Ina bonus? 
Mr. Rarner. They could buy a St registration if the year was half 


rough. 

Senator Monroney. No ad valorem tax / 

Mr. Rarner. No birth certificate, no ad valorem tax, no property 
tax—nothine j the car was gone. 

Senator Monronry. At the September breaking point it would 
probably be only $99 

Mir. Rarner. ~— is S88 or S4,a full vear ora half, 

Senator Monroney. All right. 

Mr. Ratner. \We ‘alled attention to these things to the Ford offi- 


ig about it. They were 
so well aware of 1 5 pe rh: ips even more aware than we were, of the 
exact numl ers. "Th hey shrug Lit off and said: “Quit beefing, you are 


WMAKINE money 


ei " ] . = 1s 
claisso often that if hee ame foolish to do anythin 


a 


In 1951, uty ey after Korea erupted, we were offered a firm offer 
of $450,000 for our business by Mr. Peter DeMet, a partner in ¢ ‘ourtesy 
Motors, who, upon our refusing to sell, bought our neighborhood 
Pontiacs dealership. This offer was diseussed with Ford Motor Co., 

Mr. Edmunds, the then regional manager, and Mr. Donohue, the 
then district manager. Both of them said they would not dictate to us 
how to vo, if we wanted a nice capital oain it was there for us. 

[tf we wanted tostay inthe Ford business, it was up to us. 

Senator Monroney. But vou felt the way was clear, there was no 
far ‘tory obje crion ; 

Mr. Rarner. They hac lap yproved Mr. DeMet. I could have taken the 
$450,000, aa he indicated he might go higher. Our reason for re- 
fusing this attractive offer was that Mr. Nolan, and an associate of 
myself was finishing his school; that 1s, his son was, and my son was 
In service and we wa aed our sons, when they returned, to carry on the 
business. My son, Mark Ratner, did come into our business in Oc- 
tober 1954, upon his return from a 3-year tour of duty, and Mr. Nolan’s 
son will be out of the service this COMMNE July. You will note this 
was written many months ago. He did come out of the service and he 

vith IBM. A company had chosen him out while he was still a stu- 
dent at DePauw. That is why I said I did not know about his coming 
into the business. Both are ® personable, well educated young men. 
Mark Ratner. my son, in particular had looked forward to being a Ford 
dealer, and even while in Korea had studied everything regarding it 
that IT could send him. and he knew more about it than I did. 

In October of 1954, Mr. Roberts, our regional manager, and Mr. 
Yando, visited our offices, which was in itself an occurrence. We 
discussed the new and larger sales figures with which we had been 
presented earlier and we again stated that these were unrealistic, and 
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n order to accomplish them we would have to resort to dishonest and 
methical sales methods. Mr. Yando then asked how I felt about the 
Ford business and its future, and I informed him that I intended to see 
these rough times through. 

You will recall in 1954 we had a rather sudden slump, in late 1954. 
f said I intended to see them through and be a Ford dealer the rest 
of mv life, God willing. He responded by saving that our snles ped 


formance was improving and that as long as we were going forward 
ind as long as he could keep Detroit oll his neck, we had 1i¢ thing to 
worry about. He further stated that our facilities were excellent. 
He had made his usual review of the building, as the top officials do 
when they come in, and that our reputation as a dealer was everything 
to be desired. Believe me, it had to be good. We are on the same 
street that Ford Motor Co.’s midwestern branch is on, and we are only 

few minutes away from them, and we were right under the gun all 
of the time. 

So our facilities and building and actions had to be good. Mr. Rob- 
erts said nothing. Then out of a bolt, on the second or third of Jan- 
vary 1955, Mr. Earl Dennis, who was assistant to Mr. Yondo in the dis 
trict came to our offices and informed us that a letter of termination 
of our contract had been sent to us from Detroit, that they had nothing 
to do with it. He was sorry. It was something they didn’t have any 
control over. On January 6 we received such a letter postmarked 
Melrose Park, Ill.. which is the Chiecage branch immediately referred 
to,a few minutes from our place. It was not postmarked Detroit. We 
have that envelope. 

Please remember that up to this point the word “cancellation” had 
never been mentioned, to us, but we had been told that they, Ford, 
felt they needed additional dealers in Chicago and between us and the 
Lake. 

Senator Monroney. What did the letter of termination say ? 

Mr. Ratner. I have it here in front of me. , 

Senator Monroney. Would you care to read it to me / 

Mr. Rarner. It is very short. 

Notice of Intention to Terminate: Gentlemen— 
it is dated January 5, 1955 

Ford Motor Co., 300 Schaefer Road, Dearborn, Mich.— 
it did not come from there. 


In accordance with the provisions of subparagraph (a) paragraph (10) 
thereof, notice is hereby given of the intention of the Ford Motor Co. to ter 
minate the Ford sales agreement with you dated January 5, 1939— 

It will explain that in a moment 
effective 60 days from the date of receipt by you of this notice. 

All Ford contracts were dated 1939 beeause in 1939 on January 5 
they had written new contracts with every dealer and whether you had 
been a dealer for 50 years or 5 years or 5 months, your contract was 
dated January 5, 1939. 
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(Phe letter is as follows:) 


RATNER Exurnir No. 1 


orp Moror Co 
3000 Schaefer Road, Dearborn, Mich., January 5, 


NOTICE OF INTENTION TO TERMINATI 


NortH GRAND Forp, INc., 
Chicago, Ill. 
GENTLEMEN In accordance with the provisions of subparagraph at pura- 
Zz (10) thereof, notice is hereby given of the intention of the Ford Motor 
Co. to terminate the Ford sales agreement with you dated January 5, 1929, offec- 


tive 60 days from the date of receipt by you of this notice. 
Yours very truly, 
C. J. Fectrorn, Secreta 

Senator Monroney. As far as that letter goes, there is no cause. 

Mr. Rarner. There is no reason given. 

Senator Monroney. When they say an indefinite contract they 
really mean indefinite 

Mr. Rarner. It issigned by C. J. Fellroth. 

Senator Payne. And you were a dealer for them for 20 years. 

Mr. Ratner. Twenty years that month. 

Senator Payne. It isa pretty abrupt termination with no reason. 

Mr. Ratner. They gave me no reason when I went to top manage- 
ment and have to this day given me no reason, but I think now in the 
last 2 weeks the reason has developed and I will tell you about it and 
you can use your own assumption. We appealed this letter to Mr. Rob- 
erts, that is the proper channels. He said, “Milt, I am awfully sorry, 
but my hands are tied.” He gave the same reason Mr. Dennis had 
given, that this is a Detroit item and not a Chicago item, which is 
rathe r fallacious. Then we appealed to Ford Motor Co., Detroit, and 
on February 7 we were granted a meeting in Detroit. 

Present for Ford Motor Co. were Mr. Robert McNamara, newly 
appointed general manager of the Ford division, Mr. Lew Smead, gen 
eral sales manager, Mr. Chet Bowie, assistant general sales manager, 
Mr. Jim Roberts, regional manager, Mr. O. Fred Yondo, Chicago 
district manager. 

They insisted on talking of the heavy burdens of their jobs and what 
the Vy h: id to do to get volume enough to meet Chevrolet. They said if 

they didn’t get it, they were out like a light. Another got up and said 
business was cold blooded and there was nothing personal about this 
and they knew we were going to part good friends, I would not go 
hungry and my son might want a Ford deal somewhere else and Mr. 
Nolan might want a Ford deal somewhere else and they were sure they 
could take care of us, but that they had to have that territory. I had 
been in it 20 years; I knew about it. The cold bloodedness was stressed 
many times. Mr. Yondo stated if the ractory didn’t like his perform- 
ance they would tell him to leave and he wouldn’t feel bad about it. I 
stated to him then of course he wouldn’t. He had had a good job for 
25 or 26 years as I remembered, and he didn’t have any money invested 

i the company, but we had everything we owned invested in our Ford 
b usiness. 

Ss r Monroney. Plus a 5 ate 

ic SATNER. Yes: 20 years in one location. 
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Senator Monronry. And the service business. 

Mr. Ratner. Yes: onthe cars wesold. ‘That ran into thet] 
Senator Mownroney. In the automobile business particularly 
someone testified yesterday, I think—that if they could sell 75 out 
of 100 previous buyer ; that thev were doing a good job, and then cha 
out of the woods the other 25 that naturally stray olf the reservation 

and switch lines of ears. 

Does that re present the general rule of thumb? 

Mr. Rarner. It isa high figure in the city of C ovo, but it is bas 
ally true in his territory. 

Senator Monronry. You have what is more of a goodwill factor 


1 il nan average business because ot the repeat volume in that com 
that is going to stay with the make of car they hay ty 
Ove tie years 


M Ratner. I think even more so than a furniture dealer or 


Senator Monronrey. A jeweler more than a furniture dealer. 1 
n the furniture business. 

Mr. Ratrner. Then vou know. There people do not. have a bra 
name you are purchasing. 

Senator Monronry. Were you alone in this meeting ¢ 

Mr. Rarner. No, sir; Mr. Nolan, our vice president was in attend 
ince. After we felt we could get nowhere with a rescinding of the 

incellation order, we requested aid in selling our business and renting 
our properties. Mr. McNamara stated we could rest assured that this 
would be done promptly and without loss to us. We thanked h 
\We then asked him would we be given the advantages of a new Ford 
ontract which had begun to be signed with the dealers of the United 
States 4 days after our termination. You know the Ford Motor Co. 
tkes these contracts whenever they wish. 

\ new one was issued to the dealers on January 9, 1955. It provided 
that in the event of cancellation the company would buy back your 
igns, your special tools and equipment at a negotiated price for both 
Chey would purchase back your 1955 and 1954 parts—remember th: 
was written January 9, 1955, your current-year parts at 100 percent 
of their value, the previous vear at 75 percent, the year previous t 
hat at another figure, which I am not exactly certain on, and yor 

1d the rest of them. 

[t also pri vided that they would pay y your rent on your buildings 
for the term of your lease after they had stood vacant for 6 months, 
f they so stood vacant. 

Senator Monronety. You took the loss on the 6 months and the. 
took it from there on. 

Mr. Rarner. That is right. That contract came into being and was 
in being the day we received our cancellation notice but the dealers 
n Chicago did not start to sign it until the 9th of the month. 

Mr. McNamara, after discussion with the other gentlemen in the 
room, sub rosa or between themselves, turned to us and said, “Yes. 
we would be given the benefit of that contract but not to worry about 


it because t they were going to sell us out asa going thing. 


Senator Monroney. You had h: id an offer long before that 
Mr. Rarner. That was 2 vears before or alinost 3 years 


Senator Monronery. He was no longer in the market / 
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Mr. Rarner. No: he had purchased a place. We then returned to 
Chicago. On February 12 we wrote a sales contract and accepted a 
$5,000 deposit check from Mr. John Beber and another Ford dealer 
in Los Angeles. Mr. Roberts had been the west coast manager, a 
friend of John Beber. When John heard of our cancellation he called 
me long distance and asked “Is this true¢” I told him it was, and he 

Lid, “Milt, I would like to buy your place.” 
said, vet hold of Mr. Robe ris or Mr. Yondo and find out if you 
are acceptable because we have already had one turne 7 down, 

Senator Monroney. In other words, if the fr: anc} lise relationship 
between a dealer is liquidated by the factory, the factory still has. the 
right to screen or veto any prospective buye Tr. 

Mr. Rarner. I will go into that, 

You are so right. The ene of North Grand Ford, while 
it is only a local thing, was known pretty well by all of the larger 
dealers in the United States in a large period. I received many calls 
from interested purchasers. I told them always they would have to 
contact Ford Motor Co. first, as they Knew. Apparently, Mr. Beber 
had been given a green light because he flew in that afternoon with 
his manager, Mr. Pegler, and within 4 hours from his arrival we had 
sold him our business and leased him our buildings and I have the 
written and signed agreement and the $5,000 check here. 

On the following morning, February 13, we went with Mr. Beber 
to the Chicago offices to finalize our deals. Again so many obstacles 
were presented by Mr. Yondo and Mr. Dennis that we left with the 
matter hanging. I perhaps skipped something. I forgot to mention 
earlier that we submitted other buyers and they had been discouraged. 
Mr. Beber took me out in the hall of Ford Motor Co. and said, “Milt, 
can't you tell that a curve is being thrown at us? They do not want 
us to have that deal. They have something else up their sleeve.” They 
told him he would need $400,000 cash, that he would have to come to 
Chicago himself, he couldn’t put a manager in. He agreed to that, 
to coming to Chieago himself, and said he would do so. 

The $400,000 cash was a fictitious figure pulled out of the air, be- 

‘ause anvbody who couldn’t run a 1,025-car franchise on half of that 
had better not be in the business. 

Senator Monronrey. You were selling him out at practically your 
inventory value, were you 4 

Mr. Ratner. Very close—a much better deal, let us say, than I 
finally achieved and a much better lease. 

Senator Monronery. But not nearly as good a deal as you had been 
offered 2 years prior. 

Mr. Rarner. Not even comparable, but remember the deal 2 years 
prior was the purchase of our corporation. It meant buying the one 
building we had then. Now we had two. It meant taking over our 
financial assets, our moneys, our debts, and all other things. 

He was just buying the stock in the corporation, not just the parts 
and accessories, and so forth. Mr. Beber went back to Los Angeles 
and the following day phoned me from there saying he had talked 
to the regional manager out there at Ford Motor Co., who asked them 
to lay off this deal as they, Ford, had other plans for him. John 
remonstrated with them 

Senator Monronry. That is Mr. Beber ? 
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Mr. Rarner. Yes: and he said, “Look, IT will take care of you out 
here with another deal.” When Mr. Beber called me he said, “he 
member Lilt. I ama kord dealer” and he lS and | cannot SAV too 
much, but 1 am in your corner.” That is all I know. | have sin 
seen him several times and he wonders \ hat as happened. j think ! 
ean tell him now. On March $8 we received another letter from Ford 
stating that the termination referred to on January 5 was now in 
etfect. It is short, too. I would like to read it. 

Senator MonroneEy. Read the heading on the letter so the faesimile 
of the letter will appear in the record. 

(The letter is as follows:) 


l 
\ 
a] 


RATNER EXHIBIT No. 2 
Forp Moror Co., 
3000 Schacfer Road, Dearborn, AMich., Mlarch 8, 1955. 
NOrIcE OF TERMINATION 


NORTH GRAND Forpb, INC., 
Chicago, 1U.: 
GENTLEMEN: Under date of January 5, 1955, we sent you notice of intention 
of Ford Motor Co. to terminate the Ford sales agreement with you dated January 


», 1959, in accordance with the provisions of subparagraph (a) of paragraph (10) 
of that agreement, effective 60 Gays from the receipt of that notice by you. 
Such period of 60 days having now expired, notice is hereby given that said 


Ford sales agreement is now terminated 
Yours very truly, 
Forp Moror Co., 
C. J. FILLROTH, Necretary 


Mir. Ratner. That letter actually did come from Detroit. 

Senator Monroney. It was sent exactly 60 days later too? 

Mr. Rarner. Apparently it was. During the 2 months Just passed 
and for another month thereafter, Mr. Dennis had frequently re 
quested orally that we keep our organization intact and functioning, as 
he was sure that he had a customer for our business. Such customers 
didn’t appear. On March 28, I addressed an appeal to Mr. Henry 
Ford, and with the committee’s permission I should like to read thi 
short letter. Iam not taken with my ability—I would hke to read 
this short letter, in which I think I humbled myself more than I ever 
did in my life. 

1 addressed it on March 28, 1955, to Mr. Henry Ford II, Ford Moto: 
Co., Dearborn, Mich. 


Dear Mr. Forp: I have been a Ford dealer for over 20 years. I received the 
Ford Four Letter Award for outstanding performance in 1951, 1952, and 1953 
My contract was terminated by company action on March 8, 1955, leaving mi 
high and dry with an investment approximating $350,000. As a last resort I am 
appealing to you and your deserved reputation for fair play not to reverse this 
official action but to case this crushing blow by a mere extension of time. 

With delivery of cars, trucks, and parts refused to me, my dealer district is 
now unserved, There is no consolidation of districts contemplated, but as vet 
no successor dealer has been appointed. 

Granting me this relief would not only be a kindness to a long-time Ford dealer, 
but would enable continuity of Ford service in an important area until a replace 
ment could be found. The notice of termination effective Mareh &, 1955, was 
given on January 6, through the offices of Mr. O. Fred Yando. He was tran 
ferred to Detroit recently, but at that date was the Chicago district manager 
I will not unduly prolong this letter with my interpretation of the reasons for 
the termination, but you will find upon investigation that at least there was no 
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\ ed as to iny integrity, financial reliability, or efficient maintenance 
1 Fo f ice 
On February 7, 1955, I was courteously granted an interview in Detroit by 
Mr. Robert MeNamar: Che meeting was also attended by all of the Chicago 
executis ivolved Mr. MeNamara was syinpatietic to my plight. He insured 
the Chicago officials present, that tue colupany would en- 
a ; would take over my location, inventory, equip- 
signs, et Since that date and up to now, nothing like this has 
ppened the several applicants L offered could not get approval or withdrew 
proposed «ae after consulting with the Chicago ottice. I was told that 
Ford Motor (Co. was interested in keeping the operation intact so it could 
d over to a successor ais a going agency 

Nevertheless, on March 8 I was completely cut off from any further factory 
deliveries. I am still at no small expense preserving my organization as a com- 
plete Ford package. My ple plea is oniv that my Ford status be continued 
ily until someone else is found for my location. Obviously future Ford 
tles in my Strict will not aided by present neglect and abandonment. As 
invself, the prospects for salvaging my lifetime investments in the agency 
hecome weaker every day that the operation stands idle. I just cannot believe 


that enforced auction and liquidation is the fate which the Ford Co. would will- 
ingly permit me to suffer after 20 vears of loyal Ford service. 


I have exhausted all company channels before, in final desperation, presuming 
to make this personal appeal to you. I tried vainly by long distance phone con- 
sation today with Mr. McNamara to procure relaxation of the March 8 cutoff 


and to expedite efforts of the Chicago office to find a new dealer. The Chicago 
executives emphasized that they have no authority to permit deliveries to me or 
therwise to alter the effect of my termination 

Without wishing to sound too dramatic, Mr. Ford, apparentiy no one ean or 
1! help me but you l’lease 


~ 


ee 
incerely, 
M. H. Ratner. 

Senator Monroney. This wasa }» ea fora Stay of execution. 

Mir. Rarner. Yes, which any ake usually grants. 

Senator Monroney. And probably the most important business let- 
ter you had ever written in your life? 

Mr. Rarner. I think it was. J received answers to it, not from Mr. 
Ford, but from Mr. Crusoe and from Mr. McNamara. Mr. Mce- 
Namara’s letter contained several important misstatements. 

Senator Monronry. Let’s identify them for the record again. Mr. 
McNamara was a new executive, you testified, who had only been in 
there a month or two? 

Mr. Ratner. No, I will identify him, if I may, sir, with your per- 
mission. Mr. Crusoe was the executive vice president, Car and Truck 
Division, Ford Motor Co. That is the entire company. Mr. Mc- 
Namara was vice president and general manager, Ford Division, Ford 
Motor Co., and had been Mr. Crusoe’s assistant for years. Both had 
stepped up about the time of my cancellation. The letters are short. 

Mr. Crusoe wrote: 

RATNER EXHIBIT No.3 
orp Moror Co., 
Dearborn, Mich., April 8, 1956. 
Mr. M. H. RATNER, 
President, North-Grand Ford, Ine., 
4341 West North Avenue, Chicago, IM. 

Dear Mr. Ratner: In Mr. Henry Ford’s absence, your letter of March 28 has 
been referred to me for consideration. 

Mr. R. S. MeNamara, vice president and general manager of the Ford Division, 
will reply to the questions which you raised, and I am sure it is his desire to be 
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gholly fair and equitable with you and that he will attempt to conclude t} 


natter on a mutually satisfactory basis. 


Sincerely, 


Lewis D. Crusor, 
Laeecutive Vice President, Car and Truck Divis 3 


i want to make another statement. We were on a first name bas 


ith most of these men, ineluding Bob McNamara. On the same 
lay or a day prior, April 7, heading: “Ford Division of Ford Motor 
'o., Office of the Vice President and General Manager, Plymouth and 
Middle Belt Roads, Detroit, Mich., April 7, 1955." 

Mr. M. H. RATNER 
1 was no longer “Milt” — 

North Grand Ford, Ine.., 
Chicago oY, ail 


DeAR Mr. RATNER: In Mr. Ford's absence your letter of March 


eferred to me for reply. 
You will recall your visit with us on February 7, at which time we stat 
he Chicago district sales office would endeavor to be of assistance to 


nding a buyer for your real estate, parts inventory, shop equipment, et 


2S has been 
vou 


Kirst comment: We had never asked to sell our real estate. We 
told them that that would be our nest eve. We wanted to rent it. and 
| 


e didn’t know of any dealer who would like to buy real estate. 

We made clear to you, however, in undertaking to aid you in disposing of 
ertain of your assets, that we could not obligate Ford Motor Co. to find a buyer 
Our Chicago district office informs me that they have been making this en 
leavor to be of assistance to you aud have referred a number of prospective 
buyers to you for consideration. 


‘That is not the fact. 


Kach of these prospective buyers have informed us of their inability to 
yotiate satisfactory terms with you either because your facilities were believed 
to be inadequate or because you were insisting upon lease provisions for th 
facilities which they deemed unduly burdensome. 

That is patently untrue, because I have a sales contract provided 
for leased facilities and terms with one of their dealers, written, signed, 
sealed, and paid for, and had another one all agreed to but, again, it 
was washed out by Ford Motor Co. 

It is also our understanding that the Chicago district sales office has suggested 
that you take advantage of the offer we made to you to make application to 
is to purchase certain assets of your business as outlined in the termination 
‘lause of our new sales agreement 
which I have never seen. The information I gave here is only that 
given me by other dealers. 

Your reply to them was that you felt you would still be able to sell the entire 
package and that you preferred to continue searching for a buyer. In this 
‘onnection, your statement that we have discouraged applicants suggested by 
you is simply not true. We have not disapproved any applicant referred to you 
Dy us. 

If that isn’t a sales contract and a check dated February 12, then it 
is nothing but a piece of blank paper. 

Inasmuch as the sales agreement between us has actually now been terminated, 
ve cannot grant your request that your status as a Ford dealer be continued 


temporarily until someone else is found for your location, Our people in Chicago 


state that they have advised you that they will continue to assist you in dis 
posing of the items that you have for sale. 
Sincerely, 
t. S. MCNAMARA 


73438—56—pt. 1-——19 
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‘ ‘ i! ‘ l n ( ietier of \pril 7 that beat 
Does the en Sed Puo ti copy of a chee v) nus as a deposit 
had a de: r not This deal was detinitely kicked out b 
Mr. D Thev would have been A-1 dealers here as they are in Californi: 
re was an application from Messrs. Brown and Paul that was kicked 
nd for G wee \ our people in Chicago They stalleé them and ime. This 
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iit 
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because they did live hill Dobbs, and several other cham operators 
{ I turing Chat o-mo} period 
mv facilities, there hus never been e@& question raised as to the rate of rent 
te s of lease. or adequacy There was 2 question of parking space w h we 
lil olved satisfactorily 


by Piving them a lot ad) wehtl to the building. 


\s to the offer to give us the benefits of your new contract, we made less 
than 10 requests for the proper forms and procedures to follow in order to benefit 
froin this and it was not until April 5, a few days ago, that Mr. Dennis informed 

no forms were required and that we should make a request on our letter 
on a blank piece of pape1 

He then. o1 Apr ; aid) that even thou we made such a request hat 


othing would come of it, as he still felt that he would have us sold out before 
iny action would be taken. These ure simple truths. We hive not in the past 
r will not in the future deviate from those simple truths 

this ho COPA It was a handwritten letter, copied it. Script led 
t out, sent it in. never heard from them again. 
mcor MONRONI a Did you evel hear from Henry Ford I] 4 

Mir. RATNER. Never. 

Senator Monronry. He returned from his out-of-town trip. 

Mer. Rarwer. THe wasnt out of tow We found from a good frend 
in the executive offices that he was in town at the time our letter 
hat he personally carried it to Mr. Crusoe’s office. We 
do have friends at Ford Motor Co. with whom we have been associated 


Se] 


reached him, t 


Mir. KarKs. Mr. Chairman. we would lke to submit for the record 
contract which was negotiated. the cheek which was put nasa 
deposit and the other papers pertaming to them. 
Senator Monroney. [ think it would be wise to photostat them so 
we would not run the risk of lOSINeG records 
Mr. Ratner. I will do that. 
Mir. Kairks. We will have that done. 


Senator Monroney. I netice here on the Sd.000 ¢] 


ii 

\4 ) } I>] . 

Vir. Rarnrer. [ asked john Beber to stop payment on it over the 
phar T hod ] ley ] T ao ous een ae 4 
phone pnad already cere Lich. “Ped « . want vou to stop 

4 ;° i 7 ; ] | ’ ‘ ot 2 ] ] 
Dpavment on a ie Aid. 1} \ net ie if oo tty wer and send me 


voul cheek ?’ 1 caid CN oO. | want to al ow that thre deal Wis stopped 
; 4 a ! 199 WW | ] | 
ind that there was no deal. Whether I did rightly or wrongly |] 
] %. i ‘ d 

mont know, 


Senator Monroney. 1 wanted that for the record. The motivation 


did come from you to stop payment on the check. It was not evidence 
that the buver was in any way dissatished with the check or did not 


’ 


vant to oO through VW ith the deal. 
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prod WTS 


. 1 ; fos . 

Rudv was aware of our termination but was not aware that if rad ne 
Der turned over to someone else, I made him aware of that and o 
Nav }() fiss firm did purchase our busine a Tey the Sim ot SOO OOO, 


o there should be no 


misinterpretation, they did not vet for S50,000 what I was once otfered 
ry Pp , 
i 


} represent ne a Traction of its worth. Ss 


S450,000 Tor hey did get the parts, furniture, fixtures, equipment, 
Ions, service tru ‘ks. leasehold, Iniprovements on lots, et cetera. Thi \ 
did not get the property or the money or the Government bonds that 
were ap rt of om COV Pp rate strueture, 

Senator MONRONEY. They vot thie eroodwill of the firm. 

Mr. Ratner. Yes. and they wanted that. 

Senator Monroney. What had happened to your car inventory 

Mr. Ratner. Our car nmventory had been sold out by us at retail, long 


fore Ve were completely out of cars. We had not a car or truck 


4 


to turn over to them. 

Senator Monronery. And used cars the same way 

Mr. Ratner. The used cars were all gone. 

Senator Monroney. That represented a portion of the inventory 
Value 

Mr. Rarner. Yes. 

Senator \IONRONEY. And there were the tools and appliances an 
furniture and fixtures, 
Mr. Rarner. Yes. and that represented far, far more than $50,000 
Senator Monroney. Now they were a franchised Ford dealer 
Mr. Rarwer. For 1943 to 1916 Ford dealersh ps. 


Senator MONRON»EY. And you had no trouble in clearing them 7 


V¢ ) ,° . , 
Vir. RarNEr \ ss. the re was some trouble. I did not recoonize what 


meantthen. Ldonow. Just before our deal was consummated they 
me Ul wit] a request that we must Pur im our leases to them | have 
t lenses here—a clause that said we will be permitted to sublease t] 
properties, each and everv individual one of them. without consent by 
VO Hroy ding we remain re ponsible for the rent. That a rather 
unusual procedure in the automobile business particularly when the 
were only taking a 3-venr lea eC, i did not itta h the prope mY 
ince To 1f. | do new, as | will show. Vir. Nichols, their negot wor, 


member of their firm and formerly of CTT. stated to us that in all] 


rhe mat Vv pu hases ti ey had made through the years of Ford deale: 
ps [hey had hnevel hough one so elean Nn evel \ department, ile 
vice, parts, and office, as was ours. That is verified by the facet that 
MV organizetion, my top men, are still there as the rtop men. After 
Hof these months my service superintendent who was vit me tor 
\'¢ sis theirs. Snd that isso rieht on ce Wi thie bia Mv piurts ! 
eT who was w ith me for years Is thy ins, Those are the mportant 
parts of a Ford dealership. ‘| ose men are till there, meeting WwW itl 


Ford Motor Co. approval, ho doubt. Now we come to the presel 
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month. Despite the fact that my successor Cealer, Noril rina 
Viotors ana you notice they became North Grand Motors | viliev than 
North Grand Ford. I had received permission from Mr, Henry Ford 
ears before to use the word “Ford” in our name. That Permission is 


} = ’ 
pmnger yvranteda. 


Senator Monroney. No longer granted to any dealer ¢ 

Mr. Rarner. Not to my knowledge. They had to change to North 
Grand Motors. 

Senator Monroney. They did use a name so similar it meant al- 
most a continuation of goodwill and all other aspects. 

Mr. Rarner. They have never changed asign. Only the corporate 
name was changed. 

k\verything else remains North Grand Ford. Now despite the 
fact that my successor dealer is and has been disposing of more cars 
than Ford Motor Co. asked us or them to sell, they, Ford Motor 
Co., announced on February 9, 1956, that they had franchised Courtesy 
Motors to sell Ford cars. Courtesy Motors is on the same Grand 
Avenue as is this present dealership and is less than 2 minutes away 
in the exact same trade area. 

I bring that out because unless one is in the automobile business, 
no matter how much he has studied it, he would not be familiar with 
Courtesy Motors. Courtesy Motors is a dealership—for instance, here 
is the Chicago Tribune of February 9, 1956, and it says on its financial 
page, “Moran gets franchise as Ford dealer.” Then it states that: 

The action was taken despite a protest by the Metropolitun Chicago Ford 
Dealers Association which sent a telegram to Henry Ford Ll, president of 
Ford. 

The association has about a hundred members, some of whom are ussociate 
members by virtue of being located outside the Metropolitan Chicago area 

Moran will be unable to sell ford cars until he disposes of the new ears which 
he has in his inventory. 

That is untrue. He was selling them last week, both Fords and 
Hudsons. 

The Ford Dealers Association complained that Moran was expelled February 9, 
1954, from the Chicago Automobile Trade Association because of the practice 
of advertising new-used cars, particularly the showing of cars of other factory 
makes on the day the autos were being introduced to the public. 


(The article is as follows :) 


RATNER EXHIBIT NO. 4 
[Chicago Daily Tribune, February 9, 1956] 
MorRAN GETS FRANCHISE AS FORD DEALER 


Jim Moran, head of Courtesy Motor Sales, Ine., has been franchised as a 
new Chicago Ford dealer effective immediately. Ford Motor Co.'s Chicago 
division ofiice announced yesterday. 

Courtesy Motor Sales is a new car dealer of American Motors Corp.’s Hudson 
motor division. 

The action was taken despite a protest by the Metropolitan Chicago Ford 
Dealers Association which sent a telegram to Henry Ford II, president of 
lord. 

HAS 100 MEMBERS 


The association has about a hundred members, some of whom are associate 


members by virtue of being located outside the Metropolitan Chicago area. 
Moran will be unable to sell Ford cars until he disposes of the new cars in his 


inventory. 
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Che Ford Dealers Association complained that Moran was expelled ebruary 9, 
4, from the Chicago Automobile Trade Association because of his practice 
f advertising new-used cars, particularly the showing of cars of another factory 

ke on the day the auto was being introduced to the public. 


BASIS FOR DROPPING 


ran was dropped from the association on the basis that the organization 
Traction of any bylaw of the associa- 
or for actions or cond el which it may deem injurious or hostile to the 


erests of the asseciation 





expel any member for any “wilf 


Moran's driving ling methods made him one of the most successful of the 
( ade Ss 
ir. Rarner. If ever there wa supermarket deal, iy friend Jim 
3 lid Vi na hay ve if | were walks ne in his shoes | would do 
same, but 1t 1s not the kind of operation that will benefit any ol 
Reed ne hised Ford cleale rs In Chicago, 
tie had new Kon i cals every year on the day i had them o1 “2 Gays 
efore. He had new Oldsmobiles and Pontiaes and Buieks, but 2 
years ago he stopped featuring Fords. It was called to my attention 
v my own employees. About the time that this all took place in 
19535. Mr. MLoran stopped putting new Fords on television, and 
i called him one (av, ana I Lid, J m. how con e, What goes on be 
veen you and Ford Motor Co./ He said, “Milt J en t tell you 
Vihing eXCepi { uw you are etving a terriiic,’ 1@ USeQa another 
1 but I will eall it “trimming.” I said, “What do you mean 2’ 
He said, “You will tind out.” Apparently, Jim) Moran knew more 
) ! bi Silt tl ill i KEY wot | Fle Ss DOW a Ford lealer. 


ile is a few blocks away irom my buildings. Jt shall not sury 
me if within a few months Jim Moran is my tenant. I think, and I 
penly stated that it was csc intention of Ford Motor Co. ever 


1953 to make Jim Moray the dealer In that territory. Jim 
Moran sold 4,000 Tludsons per year, supposedly, and 11,000 used car 
per year, using his own figures, in a manner that not a dealer in the 
United States other than a few. perhaps one-ten h of 1 percent, would 


prone, 
Senator Monroney. What manner 1s that, if vou please / 
Mr. Ratner. The Moran operation is rather unique, sir. It has 


ich thirty to tifty etscmed doll; u's a month spent on television 

vwavertising. It otters for s ile all ha kes of new Cars, It Is the first 
al ] . lawn Wil ! 10 , ; | 

SUPE rmarket deale. It renaers no service, aithougii it Says it Goes, 


but being its neighbor I know better. It never mentions financing 
ever in all its advertising, and its reputation after the deal is made 
is not a savory one. They buy used cars from me and other dealers 
it the auctions. They pretend to have them as trade-ins. They give 
lifetime warranties that are conipiete ly 

Senator Monroney. What do you mean? 

Mr. Rarner. Absolute lifetime warranty. That is spread on the 
television screen day after day, you can bring that car to us any 
time in its lifetime and we will fix it. 

i might give you an example of that fixing, if I may. I did many 
thousands of dollars worth of work for Jim Moran and sold him man\ 
thousands of dollars worth of parts. W he ma customer woul | come 
in to his place, let us say he pure hased a used or relatively new Ford 

x Mercury from him and it needed some work. If he finally in 
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sisted that he eould met in the door, which was rather difficult in itself, 
t} ey would say, AT olt, Mr. AX. Wwe W ili fix your car? They would 
take itin. If it was a Ford product, they often sent 1t to me for re- 
pairs. IT would then have them pick it up and take it back to their 
place of business. It was not unusual for the same car to roll into 
na half hour or an hour later for the customer to 
check, to a Ford dealer now, whether or not such a job had been done. 
Let us say it was a front-end correction, The service writer would 
recognized the car, knowing he had just serviced the car, he would 
put it on the front-end machine and av to the man. “Mr. &, take a 


our service stator 


look. It eheecks all right. 

“(lood. I just had it done.” 

“What did it cost you?” Our bill to Courtesy Motors might 
been $13. He would say: “Well, I only paid half, 1 patd $13.85. 
Do you follow my reasoning? The 50-50 guaranty that was not 
mentioned in the lifetime guaranty is charged for in full. Service 
at Jim Moran’s place and at many of the supermarkets is virtually 
unobtainable. How could it be otherwise with 4.000 new ears and 
11.000 used ears sold out of facilities no larger than mine that were 
selling 5OO a year. 

That is all T have to offer. If thre re are any questions, ] would be 
happy to answer them. Again, I say this is purely personal. It 
isn’t fair to take this distn euished comniittee’s time with ni\ personal 
problem. 

Senator Monroney. It is not a personal problem. It is indicative 
of a malignaney that has grown up in what remains the largest pro- 
vately Ow ned inde pe? det 1 free enterp? ise | sine hat we have in this 
country. It is only by such threads of yours that the whole pattern 
of the fabric ean be observe l, We do appreciate many things that 
I am sure were unpleasant to vou to have to relate. 


You are not doing, necessarily, vourself 9 service, but you are doing 
your fellow automobile cl ule rs a Se rvice, | presume vou could have 


; : sha 
eontinued as an automobile dealer? 


Mr. Rarwer. Yes: I could today. 


senator \fonr INEY. If you were willn rtTo meet t}) nN oral fone th i 


some people wish to transform the ante mobile bus hess into, 
i . , . 
Mr. Rarner. I have nothing against the business except the con- 
1] 


tract that nope this Coneress will see fit to ec nee so that we, para- 


, . < . . : ’ ae . . 
phrasing what someone else said, will no longer be second-class citi- 
zens, and not sign away our birthright. I do not think a man like 
mvsel f has a rials to hang a Ford wen on his Huildine and therefore 
feel he has a vested interest in an income for the rest of his life. He 

ash ft fie bas to work nnd he has fo perforin. We all know CHAT. 

\ basie body of clealers is aware that there 1s a hard, rugged, mM 
dividnalistic job. They are willing to do it but they want to do it 


under fair ground rules, as was said by my predecessor. 

Senator Monroney. At the time of vour termination notice, there 
was never any criticism of your relationship on a personal basis with 
anvbody in the Ford Motor ‘Co. or with the district or zone managers? 

Mr. Rarner. Mr. Yando and I did never get along. We never had 
any arguments, but 1 refused to participate in some of his extracur- 
ricular activities. I was a member of the sales promotion committee 
when we would run contests under his direction that would take sales 
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wople to Bermuda or Habana, and the committee would go alor 

Ol free \ ith them Wives, hab SO forth. | refused to oO, An i | re 
ised to neree to the spending of hundreds of thousands of dolla 
hh year on what LT considered and Wena other dealers considered 
se projects. Mr. Yando did not like the fact that 1 remonstrated 


1 


\ 
h bim in our committee meetings that these things were being rail 


1 


onded through. | don't think we ever hid cLthy ditfere Ces about 


sur business. We did have ditferences about ou advertising and 
sales promotional funds. The sales promotional fund that LT men 
oned awhile avo was an idea of his. We had never had one. 
Ile had come to Chicago in 1953, called a rush meeting of what we 
iought were a few of the better dealers and said: "iL have had a slush 
qi inh the dist hiects { have heen it ancl we are Golng to have one here, 
We will use it for sales purposes.” 
lrnmediately he told us that he wanted S1O a enr. We fought \\ 
un 2 littl. IT was one of the tighters. Efe was new to us. and we 


ov it Gown to SS a en. to be collected by our association monthiv and 
red over to a treasurer, whom he appointed, ane he appointed the 
tmimiuttee: he said “You men [ have called together will be the sale 
promotion committee.” We were a rubberstamp committee for the 
ears that followed. I was a member of it all of the time until it 
sbanded. 
I don’t think he had the nerve to throw me off. even though I wa 
i ttle of a thorn in his side. Lle would eall us together and Say: “We 
eed sales promotion. Have vou any ideas?” Naturally, among 8 
or 10 Ford dealers there were ideas. The men would expound tho 
dens and then he would say, “I have one.” and he would open the door 
ind bring in a travel agent who had a portfolio or a chart all pre 
pared and he would sav: “Here is what I have got, and this is what it 


ll cost. You are going to send 200 men to Bermuda with their 

ves. The top 50 men will get SL.000 each, the next 50 will get S750 
etc.. ete., ete. All thas will be handled through my ageney. The eon 
test starts so and so. We leave soand so. That is it.” _ 

Senator Monronery. What agency / 

Mr. Rarner. [ will name one that took $800 from us the past few 
years, McGuire Travel By reau, in ¢ hi ago. | micht mention that one 
f our dealers had a brother-in-law in the travel business. He said. 
| ackage and get a kickback of 714. 8, « 


fell, } ean DU this same ~ » 
percent on it, and our fund will be bigger.” but he didn’t mentio: 
undif he did mention it. it was knocked down. 

Senator Monronrey. You don’t know of any ownership 

Mr. Rarner. MeGuire is definitely not owned by Mr. Yando or 
vbody he knows. . 

Senator Monnrongy. Contact Mr. MeGuire and see if he will b 
available for testimony at a later date. 

Mr. Rarner. We gave a trip to Bermuda with thousands of dollars 
ot prizes. The committee was always invited to go along as men 
bers for free, whether they won or not. I refused to go to Bermuda 
with him as his group. I refused to go to Habana. We didn’t get 
along, but he is the only Ford man in 20 years that IT bave had that 
experience with. His predecessor and [ are good friends until toe 
day, and the predecessor before him and I are good friends to this day. 

Senator Monronery. Is Mr. Roberts still with the company 4 








202 AUTOMOBILE MARKETING PRACTICES 
Mr. Ratner. Yes, Mr. Roberts and Mr. Yando, I believe, are still 

there. I cannot ouarauntee that. but ] believe so. 

Senator Monroney. Mr. Yando was his assistant ? 

Mir. Rarner. No. he is the tail that wagged the dog. He came there 

right 


out. 


aiter my cance Nation and right after I left he was transferred 

Senator Monronry. Where is he now / 

Mr. Rarner. When I Jast heard of him 7 or 8 months after my as- 
signment, he was on an unassigned assignment, if you could call it 
such. at Detroit. 

Senator Monroney. As far as you know, he is still with the Ford 
Motor Co. ? , 

Mi. Rarner. As far as I know, he is still with them. I haven’t pur 
sued the subject. I haven’t cared. 

Senator Monronry. Do you know anything about funds that are 
raised among dealers for gifts to zone and district managers when 
they dep: rt from the areas or when they have birthdays or wedding 
annive aries, or things of that kind ¢ 


aye 
Mr. Ratner. Yes, sir. 


Senator Monroney. Could vou help the committee a little bit on 
} 2 e 
1 c 

Mir. Rarner. It was a rather common thine during the early post 


war vears, when money was supposed to be lush and free for auto 
mobile dealers, for one to be approx hed by a fellow 

Senator Monroney. Cars were then in short supply / 

Mr. Ratner. Cars were short but profits were higher and you were 
alwavs anxious to get more cars, one Was, Noi you. It was not unusual 
to have a telephone call from a fellow dealer, usually one of the new 
factory friendly dealers who would say, “Milt, I am on a little com- 
mittee to throw a party for Mr. Blank.” 

autor Monnoney. Mr. Blank being a factory official in Detroit? 

Mr. Rayner. Home office, usually, not usually in Detroit, although 

e did that, too. “We are going to buy him or throw a wing-ding 
for him at the Drake, and we are going to buy him a ott.” 

Well, your hackles would come up immediately and you would say 
“Go ahead, what is it this time?” 

He said, “Don’t argue about it, it is only a hundred bucks, the old 
S.O. B. needs it.” 

You would say. “O. K., 1 won’t be there, but my hundred is on the 
way. 7 

Now, I could tell the committee in private who they were, what they 
got. One was a Palomino pony, a silver saddle; another tune another 
wis a 5-carat diamond ring. 

Senator Monronry. A man’s or woman’s diamond ring? 

Mr. Rarner. A man’s—I don’t know, J never saw it. Another was 
a Lincoln car this district manager needed like a hole in the head, 
because he had a Lincoln convertible that was his and a Ford that the 
company furnished. If you and I could share all of the Lincoln 
cars, diamond rings and various other things that were purchased 
for departing or arriving executives, I think we could retire very 
readily. 

Senator Monroney. Was this sort of a super lobby deal to lobby the 
new executives / 
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Mr. Rarnwer. That is right. 

Senator Monroney. That was standard operating pros edure / 

Mir. Ratner. It was SOP, sir, and I have heard from other dealers 
that it was SOP throughout the United States. 

Senator Monroney. Did the fa ictory men know about these things 4 


Mr. RATNER. ee the top officials know?’ Yes, sir. They were in 
tied to them in Chicago when there was a real wing-ding going on. 
Phey actually hd te in in a Company plane to atte nd them. 


senator MoNnRroneEY. The dealers over what area would come in? 
Mir. Ravwer. In the district or zone that was affected by that official 
vho was being so honored. 

Senator MONRONEY. By fac tory oflicials, whom do you mean 

Rarner. | mean top sales managers, midwestern or west coast 
manager or the head of the truck department or the—I will go 
further: Mr. Ford, himself. Mr. Henry Ford : uttended one that I 
ible nded, but in all due respec t to him, be fore the a] 1fts were given and 
his presentation made—T sat at the table next to him—he got up and 
used himself and left the room and never came back. 

nator Monronery. Do you k:ow whethe r this is still going on or 

it Just going on whe n cars were in short supply / 

Mr, Ratner. The last one they threw they gave hin a desk pen and 
esk writing set and said “Go somewhere else and write your letters.” 

i blushed for the Jast man. They bought hima little blotter set and 
| Parker pen and said “Here, go get writer’s cramp at Fargo. We are 
rlad to see you go.” [was in attendance at that one. 

Senator Monronry. How long ago was that ? 

Mir. Ratner. About a year and a half ago 

senator MonRONEY. Let me ask about the large number of Fords 
that go down Highway 66. What is the freight rate on a Ford car 
etween Detroit and Chicago? 

Mr. Rarner. We would never have any way of knowing what 
freight rate the railroads might charge. We never paid a carrier 
directly. Our payment of freight is made to Ford Motor Co. at a 
rate established by them. I believe that it ranged around $37 to $40 
for a car from Detroit, which we never got, of course, or but rarely 
rot. s 

Our cars were built in Chicago. 

Senator Monroney. But even though the car was built in Chicago, 
you paid $377 

Mr. Rarner. It has been going up. It used to be $23 

Senator Monroney. Each freight rate rise raised the cost of your 

aur a right through in the city ? 

.Rarner. That is right. We knew they would haul the engines 
to our products in, in barges. These barges are unpowered World 
War I barges. The barge is parked alongside the factory, a con- 
veyor run into it, and the engines come out in order. The other parts 
ire often made right in our own communities. Nevertheless, every- 
thing we buy from them has freight from Detroit, but on my many 
numerous visits to the factories—this was not the offices, but to the 
factories, When we had to go there for one reason or another, we 
would see Chic ‘ago suppliers supply’ ing seats, cushions, springs, frames, 
and all of the other component parts being built right in the neighbor- 
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hood Brut ney theless when Tie assembled ear came to us f was 
billed freight from Detroit. 

Senator Monronety. You have no idea as the California dealers were 
Je to supply with 57 percent of the parts originating in the Bay 


Mr. Rarner. I think that more than 5 
C] ‘ago ror the Chi ago branch eee 

™“ itor Monronry Your estimate would be higher? 

Mr. Ratner. r chould think | It would be closer to 70 per ent. 

Senator Monroney. But vou are still charged the full freight 

Mr. Rarner. If it were only full freight, it would not have been 
( te so bad, but we hive ofter ; from railroad me} . learned that it was 


1 


more than rail freieht would have been. We eannot tell you how 


percent, sir, originates in 


Senator Monronry. Now these ears that wer hitty ne Highway 66 


were carrving, 1f they were still sold in the Chicago area, a 837 or $40 


1T’é rhnt pack 
Mr. Ratner. That is cheap compared to where they were going. 
Senator Monronery. Freight is $125 in Oklahoma. 
| Ra NEI Phat sls ht and ? of them would eo as | on a ari er 
vho might have cost S8 or S10 and awav thev went. but they were 
‘arrving that freight rate. The cars that came out of Detroit were 
: oe le I ior} 1 
carrying a tTrei@hnt rate i might mention to you 
Senator Monroney. Well, they do not carry much. they only carry 
elivery charge 
Mir. Ratner. Of $16 or 817 by the time thev got them at that time. 
| } oht mention to vou if | am not takine TOO lone, on mv am TO 


Detroit to the se TOP « flicials. be fore our appointment we had several 
hours to kill, and IT went with Mr. Nolan to four large Ford deale1 


] 
i 
(At these four Ford dealerships we found convoy trucks being loaded 
W ith ew cars. The COnVON trucks ( Arr d licey Se Riedel from W estern 
and Southern States In other words. these dealers were at that very 


moment delivering new cars fo hootleggers in the West. When we got 
into our meeting with the Ford brass, Mr. Nolan brought that up 
and he asked them, “How come, ventlem«¢ nh y? Yo LB drive to th Ic plat t 

Plyn iouth Ro: - each day, and in coming here you have to pass two 
Ford dealerships who seem to be doing a very beautiful wholesale 
business of noes Ford cars. They have acres of them outside of 


each dealership. 


What do vou think the answer was? Well, those are fleet deals and 
we do not know how to stop them. 

Senator Vownre NEY. Have vou evel heen solicited for 1 politi 
ceo! tribution by anvone 1n the Zone ¢ 

Rarner. I am ve ry proud to say that I refused a contributior 

during = last presidential campaign and I think there were only 
two of us In Chicago who said “Nuts.” T was told that I was down 
fora eet and dollars for our great President’s campaign, and I told 
them that I was not giving a thousand dollars to anyone and if I was 
cvoing to contribute politic ally it would be to whomsoever I chose and 
at my own convenience. I have made such political contributions all 
my life tomy own people. We have Sid Yates sitting here, his prede 
cessor, Congressman Reeser—my checks will show I have contributed 
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\ ns a thousand dollars at a time, person i] contributions, but ]} 
not heing told by Ford Motor Co. who I may contribute to. 
Senator Monronry. You say vou are not being told by Ford Moto1 
o. This eall came from Detroit ? 
Mr. Rarner. The call came from a dealer operating a dealer-de 
elopment cle il who told me the eal) had ‘OMe from Henry Ford’s 
lice, that we dealers were to raise $50,000 in Chicago and turn it 
er at once to a Ryerson, I believe, who was the head of an Eisen 
wer for President Committee With all due respect, I didn’t think 
would ente nto it, 1 had forvotten the matter, I refused. And 


vasn't the thousand dollars that made me refuse, because I had it 
ne dea (I i will have i Hon , 

senator Monroney. Phank you very much for your very helpf 
tement on the pattern in this industry. The committee will stand 
recess for about » minutes. , 

Mr. Rarner. ‘Phank you for your courtesy and attention. 
Short recess taken.) . 

senator Mownront y. The committee will resume its hearings. | 
id like to ask Mr. Ratn Pr te step forward avaln for l or 2 more 
questions. The record wil] show that he is still testify Ing unde 
ath. “Had you ac any previous time been solicited for campalrga! 


nds by persons purporting to represent officials of the Ford Motor 


( 

M Rarner. No.sir: [had not. 

Senator Monronry. At no time during other administrations or at 

other time? 

Mr. Rarner. No. sir: Thad not. 

Senator Monroney. | merely wanted not to skip that question. It 

ire fa tome that | sho tld have asked it. 

Mr. Rarner. At no other time. 

Senator Monroney. Thank vou very much, sir. 

Phe next witness we have is Mr. Loren C. Maxwell, of Boise, Idaho 
Mr. Maxwell, vill vou stand up and state vour name for the record, 

ise ¢ 


TESTIMONY OF LOREN C. MAXWELL, BOISE, IDAHO 


Mr. MAXWELL. My hame 1s Loren c. Maxwell, of Boise, Idaho. 

Senator Monroney. Mr. Maxwell, do you solemnly swear that the 
testimony you are about. to T1Ve in this hearing shall be the truth, thi 
whole truth, and nothing but the truth, so help you God ¢ 

Mr. Maxwew. I do,sir. 

Senator Monroney. We appreciate your taking the time and etfort 
to come here to testify before this committee. 

We are trying to get as much information as we can regarding thi 
difficulties that the automobile-distributing industry finds itself in, 
and Lam sure your testimony will be helpful to us. 

You may proceed in your own way, and the committee will try not 
to interrupt you unduly. 

Mr. Maxwetn. Mr. Chairman, I wish to thank you for the privilege 
of appearing before you. I would like the record to show that I was 
subpenaed as a witness. I am a Lincoln-Mercury dealer situated at 


701 Bannock Street, Boise, Idaho, trading under the name of the 
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Custom Motor Car Co. I know that possibly a lot of this testimeny 
might be repetitious, but Boise is a city of approximately 55,000 
in population. I have been an automobile dealer for 20 rs in- 
cluding the 6 vears that I happened to be in the service. For 11 vears 
t was a Ford-Mercury dealer, and for the past 9 years neste 
after I left the service 1 opened the Lincoln-Mercury dealership 1 
Boise, Idaho. 

Senator Monroney. You gave up your business to go into the serv- 
ice, is that correct 4 

Mr. Maxweti. Yes, si 

Senator Monronry. Then after your discharge you reentered it in 
anew location / 

Mr. Maxwewn. That is correct. 

Senator MOoNRONEY. There were a great many automobile people 
and particularly a great many Ford and Lincoln and Mereury deal- 
ers who apparently eaead to organize the maintenance crews that 
contributed so greatly to the successful operation of our mechanical 
equipment during the war. 

Mr. Maxwe.u. No, sir. I happened to be an officer in the National 
Guard. I was quite active in the National Guard in the State of 
Idaho and was called in 1940 for a year’s training and did not get out 
until 1946, at which time I was retired as a brigadier general for 
physical disability. 

My son is now actively managing my business more or less. 

Senator Monroney. I see. 

Mr. Maxwe u. I happen to be the only Lincoln-Mercury dealer situ- 
ated in Boise, although there are two other Lincoln-Mercury dealers 
in my area of sales and service influence. 

There are about 7 or 8 Ford- ey: dealers in the Boise Valley. 
In 1954 I sold approximately 125 new cars and approximately 400 
aa ears. In 1955 I sold approximately 190 new automobiles and 500 
used cars. The principal occupation of the people of my area is that 
of city, county, and State government, because Boise does not have 
industry of any particular amount, and it is not only the county seat of 
Idaho County, but also the State capital. Bootlegging is a problem in 
my area, and I estimate that there are about 35 to 50 bootlegged cars 
sold each month. 

It would be my opinion that the principal cars that are bootlegged 
are Ford, Chevrolet, Plymouth, Oldsmobile, and Buick, and I notice 
the word “Mercury” was eliminated because we do have quite a few 
Mercurys come ii that area also, 

Senator Monroney. Judging from the advertiseraent I see in the 
papers across the country, the Mercury is one of the most-sought-after 
bootleg items. 

Mr. Maxwewu. It seems to be, sir. The Lincoln-Mercurys that are 
bootlegged seem to originate principally in Manhattan, Kans., and 
they are sold to used-car dealers who in turn sell them in my area 

Most of those cars are sold ac i the auction blocks, e ither at Salt 
Lake or Denver. The factory has been told this condition and to 
date have done very little about it other than the fact that where we 
have submitted the actual motor numbers, in many instances, they 
found that they came from another zone and for some reason or not 
failed to work it out with the other zone involved. 
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weit} ' t ' 


Senator Monronry. Would it be a fine thing 1f we could get ah 
ective tarifi on the cress! Yr OF zones With DoCtT!IEeEg Cars ¢ 


Mir. Maxweini. Yes. Quite a few of the cars originate in Salt Lak 

( LV i tah,ana Wenver, ¢ ol . and itis possible ior the hootlegv@ed ears 
5 } “ta ‘ s ‘ 1} } v1 tory 
to enter mV area ana Stil Ve bie to unhael ii Ie Hee ( \ ite 

e freigtiit adjustment i the fall of 1954, the low operating overhead 
of the used-car dealer gives him an advantage over me. +t have bee) 

ilied upon to perform: warranty service Tor b otlege@ed cars, and | 

went stare that is leit nimelv to mv own agement by 1@ lactory., 

: J * : : 4 

| stimate that, over the past, performing warral tv service on these 

has cest me about a thousand dollars. I wish to cite a specific 
xuample of where the practice of bootieveing has worked a tra i O} 

urchasing publ 

4 ; { { er] ! \{ ' | very , | 

& WIS LJ) Ddt\ ( ) pul l “aa wkerceuryvy Which Wa eCDrese ee 

tro him as havine only been driven from Denver to Boise, when in faet 


i was later established that the ear had been driven 18,000 miles before 
Lol] Monr N : iow aid Vo esi iblish that, sir? 
ir. Maxwenu. J sent in the motor number of the automobile to the 
branch, found that the car was built in St. Louis, Mo., and was a 
ictory car that was used by one of the factory men on the road in the 
bvenver branch ror Ls,000 miles before the cnr was sold to a dealet 
loin turn put it throngh the auction, 
\s a result of the unfair competition brought about by the practice 


} } 


i Dot tlegging, it has been necessary for me to prov ide watered-down 
\ ce on bootlegved ears. 


4 . » ‘ l viiy > . 
Lh, OTe! vorads, IL IS PNVSICAILS impossible LO tuke cure OF all Oot 


em and at the same tune tie up a mechanie—and we are naturally 
terested in his makine money for the jirm on customer labor. 


When J acquired nit dealership I started w tr $40,000 In capital 

stment. Sihce optiunineg Wy iranchise the pressure has beet uUpo) 

) yexpand my plant and I have done so to the point of having about 
390,000 or $100,000 invested in my place of business. 


ihe practice of blitz sales is prevalent In my area and again I want 


o sav, as far as the word “blitz” 1s coneerned, it 1s becoming more 


sO verv recently. it I~ dan aeving to the norms course of bus ness 
| : ; eb] ‘ond? 1] | 
i i) iactory has encouraged me to conduet OlNtZ” selling so that we 
? 1 

nlent ceep our registrations competitive in the price class. 

As a result of this “blitz eng it is mv opinion that the p bli 

I 
lh aoc nag oa a mutant Rid, me er satin acl 
st conhndence in the integritv of dealers, that they are m 

t 


Oo accept the price advertised and the methods employed by th 


] 
efhod of purchasing as standard in the business. 


ihe prac ce of Ti re@mistVation IS quite prevalent Im our State 
In fact. 1t is ve rv prevalent Phe official position ot the factory 1 
Ole of opposit On to this practice. if 1 oO} ly fair to sav. howe\ 
that those who engng in this practice are still carry ing on as usual 

\ctually, the practice is ‘leon! in mv State. 1 was one of a Yroup 


raiting of the Jaw and | am thoroughly familiar 


who worked on the cl 


With its contents 


The recepted practice in Boise is to increase the retatl delivered 
price of automobiles so as to permit excessive allowances for used cat 


Phis practice is not directly initiated by the factory but it works in 


this fashion: One dealer in the area will use this increment In reta 
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ivered price and ! ! else wi OM i \ id] 
long the ne of sugges r that re spould be toueht with ire 

This practice 1 feel sure creates confusion in the. ids of the publi 
is to the actual value of their used car ;: d therefore the actual price 
that they are paving for the new car. Sel this praetiece pro 
vides the opportunity for crazy advertising w! hich in turn provides 
the opportunity for crazy credit. In other anda. by increasing the 
price of a car a wheel and deal franchise holder ean insert in loeal 
ee ee advertising W h offers trade-ins that are idnDerake 

igh. Then when the fish takes the bait and finds that he cannot 
a tov 1! morsel whole. th re is no alternative but to ask for finane 
ine. The amount ben a borrowed is isaually =) hich that the perpwod 
f payment J sig ngthy mid Thane he charges result inthy i@h. 

Che customer, of course. has the say as to who will ftinanee his 
purchase in most instances and in my area this is done normally by 
the Pacific Finance Co. or one the local banks. And we do have a 
tremendous amount of bank eine mM mv areas. All of the paper 
is recourse. The terms soaks to be 24 months. Thev are normalh 
30 months now, sometimes as high as 356 months. The terms that we 


alfempt to get are 30) percent down on new cars and 30 to 40 percent 
down on used cars. Some competing dealers ret a hetter rate because 
of the volume of business that they handle 

We are not troubled \'i th false ana misleading advertising because 
the code of ethics, which I believe is the same adopted hy NADA as 
to advertising, is adhered to and the newspapers in our area cooper 
ate with us. In other words, thev will not permit a dealer to adver 
tise a new used car as a new ear. They will allow him to advertise 
the automobile as a 1955 or 1956 automobile, giving the make. 

There have been dealers in Boise for 15 or 20 years who have been 
oe ws “| to sell out. chat Is information that has been passed on TO 
me by these dealers and there has been quite a turnover of the oldtime 
dealers in our area. 

Senator MoNRONE Y. Wh: at do you mean, pe rsuli ade fa TO se |] out. 

Mr. Maxweti. Mainly because they were asked to use the high pres- 
sure wheel-and-deal methods, more Vv lume and practices ot packing 
finance charges and interest rates and so forth. 

Senator Monroney. They were persuaded by whom, by the zone or 
district sales manager or is that the general feeling on the part of the 
franchised dealers ? 

Mr. Maxwewx. That seemed to be the feeling of these dealers, that 
they were asked by their factories to make part of their money through 
the practice of padding finance charges and insurance charges. 

Senator Monroney. But if they declined and insisted on running 
their business 1n what was an ethical and businesslike way, giving the 
customer « fair quotation on the proper list price of the car and allow- 
ing him a fair trade-in on the value of the car without packing it at 
ne ends, if they refused to do that, the persuasion would come, would 

. from factory men, zone men, an 1d district men who suggest that they 
ead find a new purchaser for the franchise and the business of the 
man who had declined to engage in such practices. 

Mr. Maxwewi. That was the information that was passed along to 
me by these dealers, sir. 

Senator Monroney. I see. And that ineludes some that have sold 
out: is that right? 





Mii Mi WELI \ S Ve mad an OI bile « viel wt had 
er To. upprox tel ) Ve VhO > { out about a month LO 
itor Moxkoney. Could you state his name for the recor 
Mir. MAxwenn. itarl Cranston, sn The Pont Ph tad 
iat liad been a dealer for around 15 or tS years that have recently 
old out because of what he termed “fac tory pressure” for more 
huicharel Log den. ‘ ’ 
Senator Monronry. And the eneouragement for him to sell out 
parently came also from the factory men ho wanted a wheel-and 
eal Operatol fo take then place and go afte Olume. 10 1 tier how 
ou vot iti is that correct / 
Mir. Maxwenun. That is what these dealers told me. sir. J represent 
he dealers of the Idaho Automobile Denlers Association as well a 


1 lf 
YoaCc i ° 
Senator Monroney. Yes. 


Mir". MEAXWELL. ff is mv opinion that the present practice and att 

de of the factory | volume, morning. noon, and night there fis 
Lee , cols | deali rk 5 

een a debnite mcdication that wheelln@ and dealing is what the fa 


] ] ] l 
ories Want, and if vou do not parti pate ih it al { obtain the volume 


} ] i : ‘ 
ey desire they w | ePLMpPioyVy anVone ofr countie ~ Ineans at their 


ommend to re pice VOU or GIspose Of Vou. 
Phat is iy statement, str, for the dealer of the State of Idaho, is 
ell as myself. Twill be very happy to answer any questions 

Senator \LGNRONI = Phank vou very mie th. Now, you mentioned 


all of your paper is recourse, that you have no opportunity to get 


of that paper on a nonrecourse basis of anv banking or credit 
lities In vour area: is that correct / 

Mir. MAXweLL. That is very true. sir. The Continental chain of 

iks in Boise was very recently purchased by Transamerica and I 
believe that is thei policy, more or less. 

Senator Monroney. It seems to be the policy that wherever Trans 
unerica operates, all paper is taken and recourse required—while u 
most other places of the cOUnTLY, the dealer has a chance of frog 
either way. Tle can make perhaps a greater amount on his reserve 
fund by recoursing his paper, but he does have an option of nonr 
OUTSe pret pre r if he chooses to vo threat \\ ay. Does (7 MAC i cot 1, | Hl 
ersal Credit operate out there 4 

Mr. Maxweuu. Yes, sir. 

Senator Monroney. And do you know whether they all require 
complete recourse too 4 

Mr. Maxwe.n. Complete recourse. 

Senator Monroney. You know, of course, that in other States they 
do not do so? 

Mr. Maxweun. I had heard that certain dealers in Denver and east 
of Denver were able to sell their paper nonrecourse. 

Senator Monnroney. But these are national companies / 

Mr. Maxwewun. That is right. 

Senator Monroney. But the policy doesn’t work nationally; is that 
right? 

Mr. Maxweun. That is right. 

Senator Monroney. Are the rates any higher out there 4 

Mr. MAXWELL. I do not believe SO. sir. | hink the rates are about 
the same as has been discussed by a former witness. 


uo 
t 
‘ 








t Wh ta . | to (| ] fs) Lyic ( | ‘OuUN t i} 
} 
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. , 72 ¥ eg 
Senstor Monroney. Do vou have any idea what your lability is! 


Mr. Maxwewyu. Our total lability 1 wouid sav is somewhere around 


S400 000 to So0O 000, 
Senator Monroney. And your reserves that have been created and 
ee! ure at ow iit | 
‘I Viaxwen No. Our reserve \ Ve! low, PSYHPCTAELN 
\ > we put oul oOntrad tire h the ban! , reserve is I 


Senator Monronery. And if a period of economic distress were to 


balloon. you we ild be ealled upon 


= 


not only to take back the cars, but probably vour lifetime savings 


would be required to minke ha 0d on any losses that the banks or the 


nance companies would sustain in the repossession and sale of the 


Mr. Maxwewy. That is correct. sir. It would mean my home an 
Senator Monronry. And if in the competitive race it would require 
a sfrone re duct1o} OT. Sav. S100 to SPOO or S500 in the price ot one of 


these competitive cars, then it would, under normal practice, throw 
back on vo r the finance company a certam number of cars, or at 


lesnst perease the repossessions and the losses On Those repossess! nis / 


Senator Monroney. Hov long does it take vou to work out from 
under the danger there? For instance, on a 36-month deal you are 
still in jeopardy for having to pay to the finance company or the 
hank a potential loss even after 18 or 20 or 24 months has run, are you 
ry ; 

Mr. Maxwen.. I think that is a very fair estimate, sir. On a 36 


month contract [ do not believe on a new car, with a 30 percent down 


payment that a enstomer ever reaches the point of having an equity 


} - 
1 1 ] 
that car until he has made around 20 to 24 payments. 
\ ‘ ] "4 2S } ey Re ] e : 4 oe 
senator VT Vk mY rou int think th stretchout of time to 5f 
. A . . ¢ ; 
mo hs has been at the dealer’s desire or at their msistence, do vou § 


Myr. Maxweuri. No, sir: I think it has been caused by competition 
{ol selling volume operation. . 

Senator Monroney. And it comes from topside, rather than from 
the dealers wanting more time on which to sell their merchandise? 


1 


Mr. Maxwex. I believe that 1s right. 

Senator Monroney. Of course, the longer time, the greater the 
enee charges become on the car? 

Mia. Maxwewxi. That is right. 

Senator Monronety. Your liability extends not only to the purchase 
of the ear and the freight, on which you receive no profit, but also the 
carrying charge on which you receive no profit; is that correct ? 





Mice. Maxwewn. That 1s correct. 


Senator ALON Re EY. (ther th: rom a reserve cn mig 
might not be ther when vou need / 
Vir. Maxweun. ‘That is correct. 


senator MONRONEY. =O your Habdllty 1 

our qdesire or ce senftonus T eCyV SLI Lcn < cA tl YO I ity © 
r\v!A ‘ / 

nipetitive race ¢ 


\1 XT, wt ; 
Vil’, WLAXWELL. yes: 


' 1 
Senator Monronwety. Do vou think. as iealer representing the aut 
. . } } } j { ’ } 
( }e Ment Vs of | who. 1g Would be a Lo ldea 1F the ‘i, Alt COU Det 


} 1 
riened to some cdeeree 4 
Sag | . 1} 1 


Mir. Maxwe.i ! belreve that 1t would be advantageous 1f the ter 
vere shortened and everyone Had the same sort of terms to operat 
on. | certainly do. IL think it would be more protection to the 
lenler as well as to the customer. 

Senator Monroniy. As a long-time automobile dealer would ve 
say that the longer the terms granted on the purchase of a ne 
the longer that customer wil be out ot the thiarket as a prospe 

ranew car? 

Mr. Maxwety. That is very true, sir: very tru 

Senator Monroney. That you are borrowing against the normal 
les of the next vear or the next, when you load this man up with 

ear at terms stretched out so far that within the foreseeable future 
have 3 years he will not have completed the payment on it? 

Mir. Maxweii. That is correct. 

Senator Monroney. Are vou familiar with some of the advertisi 
is going on——perhaps it is not in your State—where ridiculous!) 
weekly payments are quoted, together with your old ear as dowi 

payment, that leave the impression that they are getting 56 months 1 

vay the car out and own it, but at the end, without the customer know 

ne it there is a ballon note or a series of balloon notes at the end of 
» 36 months, so actually he still doesn’t have his ear paid for in that 
neth of time? 

Mir. Maxwenn. Yes, sir: Lam familar with that. Towever, t] 


roodne . ( oO Hot have it to miend with 1 idla 

Senator Monronry. You are very lucky in Idaho. Mavbe some ¢ 
hese volume operators haven't discovered it out there, or mia 
the market isn’t great enough to sustain such an operation, | 

inlv it is one of the things I have found in talking to many, n 
dealers tha thev are tremendously concer! lv th. hey 
qj ately low feriis but they do not wish dangero ter} yy” Terms 
that would keep the buyer from the new-car market over a lone 
pe “1 of time 

Mr. Maxweuu. That is correct 

Senator Monronry. Eventually it might lead, under pre 

elling, to where the dealer. as is beine advertised in many pape 
would be expected not only to take the used car in as trade for dow 
payment—and I am hearing from manv dealers that they 1 10 
only take the car in trade as the downpayment—but agree to fi 


the financing costs for the customer who is trading in an unpaid fe 
car. Do you have that to contend with out there? 
Mr. Maxweuni. Not very much, sir 


Senator Monroney. It seems to be rather ap 


f 


been. 
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Senpato Pavne/ 

Senator Payni No. Questions. 

Senator Moxroney. We thank you very much for your helpfal 

timony. The committee apparently has no further question of you. 
We do appree aie your appearing before us and PIVINgE US the benefit 
of your testimony. We appreciate the fact that we felt it better 
t< sue a subpel t for your appearance here, 


Mer. Maxwenn. Yes, sir: thank you. 
senator MI NRONEY. ) ul will be excused from further application 
of the subpena. 

Mr. Maxwecn. Thank vou, sir. 

Senator Monroney. The committee will sit this afternoon. We 
will resume our hearings at 2 o'clock. We are trying to get room G—16, 
which will be acd} an ent to the floor in case of a quorum call, if we are 


ible to get that. If we are unable to get that room, we will continue 


~) 


our session here at 2 o clock. The committee will stand im recess. 


(Where upon, at 12:10 p. m., a recess was taken to 2 J. Wh.) 
\ETERNOON SESSION 


Senator Monroney. The subcommittee will be in order and resume 
its sitting. The record will show that Senator Payne and myself are 
here. Senator Thurmond will be by later. Would you state your 
name, sir é 

Mr. Anperson. Roy H. Anderson. 

Senator Monroney. And your address / 

Mr. AwNprerson. Bozeman, Mont. 

Senator Monronrey. Mr. Anderson. do you solemnly swear that the 
testimony you are about to give in this case shall be the truth, the 
vhole truth, and nothing but the truth, so help you God? 

Mr. Anperson. I do. 

Senator Monroney. Proceed in your own way. 


TESTIMONY OF ROY H. ANDERSON, BOZEMAN, MONT. 


Mr. Anperson. Mr. Chairman and members of the committee, my 
name is Roy H. Anderson, and I reside in Bozeman, Mont. I am a 
native of Missoula, Mont., where I graduated from high school in 
1922, after which I was employed as a retail salesman by the H. O 
Bell Co., still Ford dealers of that city. After serving in this capacity 
for 15 years, I formed a partnership with my brother, Mr. Ernest 
Anderson, who up to that time had been cashier of the First National 
Bank of Missoula. 

After forming the partnership which operated under the name 
of Anderson Motors, we purchased the Ford dealership in Bozeman, 
Mont., from Mr, L. K. Pence who had been the Ford dealer since 1918. 

The population of Bozeman at that time was 10,500. The dealership 
which we purchased was located in the center of the city with a used 
car lot directiy across the street. 

Mr. Pence owned the real property and we leased same from him. 
The building, although not ultramodern, was comparable to agency 
buildings usually found in towns that size and had been used as such 
for many vears. 
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\ mie we purehased we siened sales rgreements with the Ford 
\iotor Co. to sell and service, Fords, Mercury ind Lincoln cars, and 
ford tractors. , 

During our vears as Ford dealers we empioved an average of 25 

oQ persons. ‘In Spite of the faci that luring these years We secured 


satistactory amount ot business according to the Ford KO; yard tic! 
price and weight class, we were continually urged to buy more 
irs anc trucks sand secure a greater portion ot the business regardless 
{f the effect on proiits. 

This kept us in continual controversy with them and their repre 
nitatives To contirm my contention that we obtained a rightful 
portion Of The busjness, i wish to tell VOU, ON ace ount of that perform 
ance Ll was chosen by the Ford Motor Co. te represent the small dealers 
of the western region to attend a dealers’ conference in Detroit, Mich. 
i considered this a great honor as I represented the wants of all the 

all dealers in the region. 

\fter returning from this conference, 1 was invited and did speak 
to dealer groups in Montana, Utah, and Colorado. 

Let me add that we kept in inventory at ali times a large stock of 

arts and accessories to service the cars and trucks that we sold. Our 
service department was well equipped with tools and personnel who 
ad attended Ford schools and been trained in factory methods 

ie Ford Co. 

in 1948, Mr. H. H. Reiser, now deceased, branch manager of the 
lord Motor Co. at Salt Lake City, under which branch we operated, 

farted urging and ultimately demanded that we build a new building. 
ne that the potential volume did not warrant this investment 
md not feeling financially able at that time, we had many heated 
Liscussions over it and finally Mr. Reiser agreed to tempor: arily com- 
promise with us if we would build a new front on the building which 

e were leasing. No other alternative appearing, we agreed to do this 
o protect our franchise and, of course, prevailed on the owner of the 
roperty to make these improvements. 

Iie refused to give any assistance and we were obliged to make an 
expenditure of over $16,000 for this purpose. Mr. Reiser inspected 
the new improvements and indicated his approval which led us to 
believe that our building problem had been handled. 

Senator Monroney. Now let me get this straight. Y 


ou say in the 
last paragraph on page 2— 


no other alternative appearing, we agreed to do this to protect our franchise 
ind, of course, prevailed on the owner of the property to make these improvye- 
ments 

Do you mean to permit vou to m: ake the i improve ments? 

Mr. Anprerson. Well, it was his building. We thought m: aybe we 
would spend $16,000 and he would spend eight and get him to do some 
of the remodeling. 

Senator Monroney. But eventually he refused to put up any money, 
so the whole cost was vours ? 

Mr. Anperson. That is right. 

Senator Monronery. You received no help from the Ford Motor 


Co. ¢ 
Mr. Anperson. No, sir. 
Senator Monroney. No financing or help? 
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Mr. Anprerson. No 

Senator Monroney. All right. 

Mr. Anprerson. Within a very short time, Mr. Reiser continue 
to find fault with other parts of our building and again demanded 


that much remodeling be done immediately or our franchise would 


he cance le dd. Acnin we contacted our landlord \\ ho retused to assist 
and retaliated by raising our rent. 


During these vears we had heen snecesstfi] ana had made money. 


Phis money was retained in our business for working capital and we 
1° a . . . eo, 9 rm 

did not make outside investments in farms, stock, or securities. The 
fact that our financial statement, which we were required to submit 


to their branch office monthly, reflected considerable cash on hand, 
prompted their demands for a new building and we were to!d so o1 
humerous OCCASIONS. 

It was a known fact at that time that ag 4 dealers were heine 
pressured for new buildings and facilities by the Ford Co. in that 
area. Since our facilities were located in the heart of our city pro 
viding ad lequi ite exposure tor service and sales, it Was obvious that 
the branch manager would receive personal credit from his company 
for accomphshing the erection of new monuments for the Ford 
products. 

I want to take just a second on that, Senator. In Montana in our 
towh we have lots of snow and the Ford Motor (‘o, knew we knew 
that was the best. We talked to our bankers and they said “Don’t 
let them tell you where to build.” 

They wanted us to go on the outskirts of the town, erect a building 
for $150,000, and we couldn’t take care of our customers. They said 
that was where we want you to build, way out, a place that was 
undesirable. 

Senator Monronry. Now the snow thing, would that make it less 
accessible during the periods of time when you had heavy snow ¢ 

Mr. Anprerson. When I left home I h: id: 3 feet of snow on the level 
in my backyard. We have had freezing since the first of winter and 
it has been 38° below zero. What would we do with our customers 
way out there to get them back into town? They were going to ¢] 
bank and the dry goods store. 

Senator Monroney. The city digs you out. 

Senator THurMOoNb. You know the answer to that. 

Mr. ANperson. What ? 

Senator TuturmMonp. Move to South Carolina. 

Mr. Anprerson. In the spring of 1950, after many conferences with 
Mr. Reiser and other re sentatives of the Ford Motor Co., we in 


. 1 1 4 ] y > lo} oY 
formed them that we were not going to do any more remodeting o1 


iw 


building a new building. Soon afterwards we were called on by the 
Ford nepresemiative who asked us to sign a buy-and-sell agreement. 

In effect this represe nted a voluntary cancellation of our agreement 
and we refused to sign it. 

Senator MONRoNEyY. Let’s ee that a little bit. You say “buy 
and sell.” Do you mean buy or sell / 

Mr. Anperson. ‘They “a a buyer and we agree to sell. 

Senator are, v. You were told to give them the right to sell you 
out or you could face the cancellation of your franchise and the loss 
of business and forced liquidation otherwise, so you don’t have quite 
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in equal bargaining opportunity when you are faced across the table 

ith that. Now when were you given that 7 

Mr. Anprerson. That was in, I think, the fall of-—no, it was along 
tbout February or March of 1950. 

Senator Monroney. But the records probably show that it was a 
voluntary retirement from the Ford business on your part ‘ 

Mr. Anperson. That is right. 

Senator Monroney. Let’s have a little of the detail. Plow was this 
word as to the buy and sell out put to you? And where were you when 
t was put to you‘ 

Mr. Anprerson. When all of this was going on, as other dealers said, 
they won’t come to your dealership and sit down and talk in the office 
The ‘y make a point that you meet them in room Q at the local hotel. 

Senator Monronry. W hy is that? I have run into that all over 
this country, that there is something so attractive about hotel rooms 
that dealers are constantly interviewed there instead of in their place 
of business. Itisa mystery to me why these zone and sales manag gers 

—_ to operate not under the name of él pl int that carries the name 
f Ford or General Motors, but they lke to get you in a hotel room. 

“ir. Anperson. When you sit there—first of all, they never come 
singly. ‘They come two of them and the ‘y come with the coldest face. 
You would think you were talking with a piece of ice. 

Senator Monroney. Were you allowed to have your attorney or your 
partner ¢ 

Mr. Anprerson. No; we just sat there. 

Senator Monroney. What time of the day was it ? 

Mr. Anprerson. I would say it was right after lunch. They would 
drive over from Butte. 

Senator Monroney. Then how would it start ? 

Mr. Anoerson. They would say: “We came here at the request of 
Mr. Reiser. He is not satisfied, and what are you going todo? Are 
you going to sign this buy and sell agreement ?” 

Senator Monroney. How long did it take them to work up to that 
point? Did they give it to you in that short period of time or did they 
talk about the weather ? 

Mr. Anperson. They discuss it with you a little bit. Not the 
weather, not those fellows. They get to the point. They would like 

to have you sign and they want to get out of town as quick as they 
can. 

Senator Payne. They don’t even invite you to lunch? 

Mr. Anprerson. No; they want you to fill their gas tank up full of 
gas and wash their car ‘and take them out to dinner and buy them a few 
drinks, that is fine. It used to be that we used to have friendly 
relations. 

Senator Payne. About what time did this change take place? 
About 3 years ago? 

Mr. Anprrson. No; it was in the early part of 1950. 

Senator Payne. I see. 

Senator Monroney. And your trouble went back to the physical 
quarters in which your place was housed in a town of 10,000? 

Mr. Anperson. It is more than that, 12,000 or 13,000 now. 

Senator Monroney. But at that time it was about 10,000 ? 

Mr. Anverson. That is right. 
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Senator Monroney. And Ford Motor ( 


uring company and their leade rship in t 
| 


S SUCCeCSS aS a Tha 
ie monthly race for the 
ratever you had been able 
to amass In your conipanys and going out and buving a place of your 
own and building a buil ling suitable to them / 

Mr. Anperson. That is right. 

Senator Monroney. For which they put up hot one thin dime? 

Mr. Anperson. Not one thin dime. The only thing is—-I have a 
ins s ial statement at the hotel which I didn’t bring. vou are welcome 
to it, but the idea is we did show a nice cash on han i 

Senator Monronry. Wasn't that what the business was supposed 
to do? - 

Mr. ANp! RSON, That is why I worked ullof the time, thinking some 


. 


brass ring was dependent on vou taking w 


time I could take it easy. They want you to build a monument out 
there and say : “That fellow done real well and he has rol that.” And 
then they may come in 2 vears or a vear later and say: “Well, Vou 


are not di ing the job.” cancel Hi and then Vou have that building 0} 
your hands. ’ 

sé nator Monn NEY. On« of the biga st Ford dealers 1 1 Ok 
invited one of the members to come to a hotel room but it was for a 
different purpose. ] know some of them were reluctant to say in pub 
lic what they would sav in private. He could sum it up with the 
theory that a hungry dog hunts better, and the more 


a dealer gets 
little bit fixed in his financial statement, the more disturbing it is t 

e factory man, and that they prefer to have the dealer encumbered 
for expenditures and expansion because then that compels him to get 
out and maybe do a lot of fast merchandising that he wouldn’t other- 
wise be w illing To do. 

Mr. Annerson. We were warned by the dealers: Don’t show that 
much cash on hand. Don’t show that you have so many thousands 
of dollars in bonds, because they will just eat that up. They will have 
you doing everything, and that is what happened. 

Senator TuoturMmonp. Would a 10,000 population city warrant an it 
vestment in a building of that cost ? 

Mr. AnprEERson. Absolutely not. it just wouldn’t. Our sales or amy 
thing, see, Just wouldn’t warrant it. 

Senator THcurmMonpb. Was if necessary to havea building th it large’ 

Mr. Anprrson. No, it wasn't. 

Senator Monroney. How many cars a year did you sell? 

Mr. Anperson. We sold an average of about 200 new cars, and then 
in those days around 300 or 350 used cars. We didn’t have to sell 
quite as many used cars. We would sell about 200 to 250. 

Senator Monronry. Was there any complaint your shop wasn’t 
large enough to accommodate the service requirements ? 

Mr. Anpersoxn. Sometimes they would say that. We always took 
care of our customers, and there were times when we could have used 
a little more op ice, but we always tried to take care of our customers. 
We would either make an appointment for the next d: ay or something 
like that. That would happen to the biggest dealer in the country. 
Monday morning there may be so many cars to be fixed and you ean’t 
take care of every one. 

Senator Paynr. How many mechanics did you employ? 

Mr. Anprerson. Most of the time we had 15 or 16 mechanics 

Senator Payne. How many bays, repair bays, roughly? 
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Mir. Anxprrsoxn. You mean stalls? Altogether IT would say we had 
10, and then 2 on our grease job, on our service department. 

Senator Payne. Personally, I can’t see why anvbody could object 
to the type of service vou were rendering. 

Mr. Annrerson. What I am goime to tell vou is the word got around 
that we were to be canceled. In our town I might say we are pretty 
well liked and evel the town rose up and said “VY haut can we do to 
help you, Roy? How ean we help you? We don't want that to go on. 
We don’t want vou to be canceled. 

Senator Monronery. How lone did it take from the time vou met 
n that 


when vou went to the hotel room before thev asked vou to sig 
agreement to let them sell vou out 4 
Mr. Anprerson. [ would sav a half hour till they 
We just said “No.” 
Senator Monroney. Was anything said that vou will sell or sign or 
/ 


ot to the point. 


Yr 


vou will lose your franchise 

I don’t want to encumber the record but we have heard so inueh 
bout these hotel room sessions and we have heard so much about 
these voluntary retirements that anv information about how this 
power of sugeestiol is used to cet the dealers’ signature on a term 
tion contract 1s of pretty Orave lmMportance to this case. 

Vr. ANDERS« N. Let me vo on ust a little more on that. sir. 

Senator Monroney. All right. 

Mr. Anprerson. We did. however. advise them that if thev wer 
nsistent on replacing us, we would sell, providing they secured a 
atisfactor\ buyer who could meet onr terms, \ few weeks later 
re ntleman from Salt Lake ( ity called on us and told us he was inte 
ested i 


) bovine our business. and our diseussion with him disclosed 
the fact that Mr. Reiser had recommended the purchase to him and 
had exposed our confidential financial statement to him. 


Senator Monronry. Now this statement that was supposed to be 


I 

ven by vou as a franchised dealer to the Ford Motor Co. so that 
they would be apprised of your operations and your stability and 
vour ability to pay for the goods and to continue in business, vour 
statement was kicked around pubhey to others although it had not 
been given to them for such purpose. is that meht / 

Mr. Anprerson. That is nieht. The thing about it is this man told 
me himself personally when I got there, and I knew him. He said: 
“T told Mr. Reiser that I am looking for a good spot and we have been 
waiting and waiting,” and pretty soon one day Mr. Reiser called t] 
fellow into the oftice and said. “How would vou like to look at the 
deale rship in Bozeman, Mont.’ ‘There are the statements.” he said, 
“Pook it over and see.” 

Senator MoNRONEY. It had not beer o1ven to him for that pm 
0sSe 4 


) 
» 
A 


Mr. Anprerson. No, they are confidential and our statements go not 
by Anderson Motors, but by a certain number. 

Senator Payne. A code. 

Mr. ANperson. They could not say it was Anderson Motors. They 
could pick up J. 42 and that might be Anderson Motors. There was 
the statement we were very prompt about sending it. My brother 
had been a banker. We were given credit by the Ford Motor Co. for 
one of the outstanding dealers to get our statement in, correct, and 
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honest. He showed him that and the fellow said, “I have seen your 
statement and I know what you have made.” That is supposed to be 
confidential. 

Senator PAYNE. It is a complete violation of the understanding 
etween the factory and the d ealer. 

Mr. AnpErson. Yes. 

Mr. Payne. Because it is supposed to be absolutely on a confidential 
basis. 

Senator Monroney. And it further prejudiced your chance of selling 
at a figure at which you could have the advantage by revealing the 
innermost details of your entire business. 

Mr. Anperson. That is right. 

Senator Monroney. Had you done it yourself that was perfectly all 
right. 

Mr. Anprerson. As long as we were going to do it I could say, “Now, 
here it is.” 

Senator Monroney. But that would be at some course during the 
trade when you had established some v: iaacas a going concern and you 
might have wanted to show what your records revealed. But as the 
seller of that business and compelled to sell by the company, or at least 
to all practical purposes compelled to sell, they had armed your buyer 
with the information that would have allowed him to have an ad- 
vantage over you in the trade, is that 2 ie@ht 

Mr. Anverson. That is absolutely al Senator. We agreed ona 
sale to him, and a local attorney prepared the papers for its consumma- 
tion. Advising that he must return to Salt Lake City to complete 
(inal financial arrangements we did not hear from him for several days. 
Finally we received a tele ‘phone call from him. He stated he could 
not go through with the deal on account of finances. Later we were 
informed from a very reliable source that he had heard the reasons 
we were selling, and likewise fearing the demands of Ford decided he 
could not take the financial risk. 

Now you might say there is a little difference there where he was 
shown the financial statement. But he was a little short of capital and 
he might fee! he would get in there 2 or 5 years and not go so good and 
they would say, “You have to do this.’ Then, too, I should ’ 
that the fellow he did work for before said, “I don’t want to lose you,” 
and gave him more money. I found that out. I could have put that in 
my statement. 

Senator Monroney. Could he also fear after talking around that 
they had been biting at you to build a new building which you didn’t 
need as a contingency to hold onto your franchised dealership? 

Mr. Anprrson. That is r ight. 

Senator Monroney. And if you were unwilling to put up the money 
which you had in reserve for that, if he was short of capital he would 
have felt quite a degree of added risk. 

Mr. Anprrson. He knew probably something would come up, and 
they would demand the same thing. In June of the same year we did 
sell out. The new dealer remained in business for approximately 2 
years and sold out. This dealership has been sold twice since that time 
and apparently the Ford Co. appears to be satisfied with the location 
and facilities, as nothing has been changed. 

Senator Monroney. In other words, it has been sold now three times 
since you had it? 


AUTOMOBILE MARKETING PRACTICES 299 


Mr. Anprrson. Yes. 

Senator Monronery. But they have not insisted on a new location, 
and each time they have a right to. 

Mr. AnpEerson. The fellow we sold to. he went on, and at the time 
there was 2 shortage of cars and he made good, and then there was 
his health. and he sold out and went south. We have heard a numbet 
of times that the Salt Lake Citv branch have since regretted thei 
netion with us as the records show that we sold more merchandise 
for them than Quy of our successors. Naturally we would have beer 
pleased and would have preferred to continue our business rathet 
than being forced to sell. Now Lincoln-Mercury, they have fine eat 
and all that. They hke the best. Lincoln-Mercury division mad 
no demands upon us for a new building and were satisfied with thi 
job we were doing for them. ‘They never complained about the build 


lo ANG feerlities. At that time manv dual dealerships were being 
dissolved, but the Lincoln-Mercury division told us many time that 
they had no intention of splitting up our deal as they were satisfied 
ith our operation. \l] this time when pressure was put on oul 
dealership it was a constant worry to my brother and me. Now this is 


Nnething L want to stress very much, a id I am serious about it. 
Soon after selling out my brother passed awav in 1950.) Senatoi 
many, many nights since the time they came in there—-and my brothe 


was very serious—he would go home very much upset, couldn't eat, 


ouidnt reiax, would come down and tell ime many times that Ive 
couldn't sleep. Ile was that type. His life earnings were put into 
Hie pr tere ‘Lo me { can Say it and I can prove it DV INV wit that 
many times | would eo home and she would have a nice dinner ready 
for me, and | just couldn't eat. My stomach was going around and 


vas © Q 
[ was just nervous, but I can say that truthfully that th 

to do with mv brother's death. 

MM 


is had something 
Senator Monronry. He had eiven un a lifetime career in the bank 
1g business to join Vou Tn by sine 

Mr. Anperson. That is right. 

Senator Monrongy. And he had put all of his life’s savings into 


4 
= 


} 


the business and after a few years because some zone manager felt you 
ought to have a prettier building, vou feel like vou were actually told 
LO sell]. 

Mi. Anperson. That is right. He died of cirrohis of the liver, but 
this was a constant wol ry. Ile was pre paring himself for the day 
he could retire and take it easy and all that and then this has to come 
ip. So L did want to bring that out. 

Senator Monronry. Now in the selling I suppose there was a loss 
entailed in what vou considered your worth. 

Mr. ANpERSON. Yes. 

Senator Monronry. Could you give us an idea as to what you con 
sidered the loss, a reasonable value, I don’t mean a padded value, fo: 
the operat ion. 

Senator THurmonp. Did vou own the building ¢ 

Mr. Anprerson. No. 

Senator Monroney. Well, you had $16,000 in the building. 

Mr. Anperson. We did get something back for that from the next 
buyer. We didn’t own the buildings, only the improvements and we 
took some loss, but of course we charged the new buyer something. 
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Senator Lutcrmonp. What I am trving to get at is what loss did 


you have in the building / 

Mr. Anperson. All of the Improvements, | would say we lost about 
$10,000. . 

Senator Tucrmonp. That is on the real property. 

Mr. Anperson. Yes. 

Senator TiturRMONbD. Now on your bu iness. 

Mr. Anperson. | would just say—from what we figured it was 
worth—I would say fifty to seventy-five thousand dollars. We had 
other dealers when this Wis all FOIL ON, lord dealers, other dealers 
In our city that said, “Roy, Why should you take that ? Why don’t 
you sue them? Weare even willing to put up money to help you.” 

Senator Monroney. In other words, it you could have awone out 
asa free agent and sold your business as a going concern to a willing 
buyer without having to screen it through factory approval and all 


j 


of that other, you figured you could have gotten about $50,000 more, 

Mir. Awperson. Yes. and that would be not selling a lot of blue 
SKY Or anything like that. 

Senator TuHuurmonp. Would the $50,000 additional have been a 
reasonable price to be paid by a willing purchaser ¢ 

Mr. Anperson. Considering the goodwill that we had built up for 
those years, 

ae 


Senator Monroney. That is n 


nothing for goodwill, but just what it 
would have brought as a reasonable value. 


Mr. ANprerson. Yes. 

Senator Monronry. And still cheap enough to attract a man to in- 
vest his money. 

Senator Tuurmonp. In other words, you didn't get full value? 

Mr. Anprerson. That is right. 

Senator Tuurmonp. You got about $50,000 less than full value. 

Mi. Anprerson. Less than what I would consider a decent sale. 
Now, [ am not froin’ to finish that one paragraph, Senators. You 

yvou—and I am just 


} } } -_ 
mentioned the other cd: 


wand I know that all of 


going to bring this up—I am just a retail salesman now. But you 
are talking about the public interest m safety. I know of dealers, 
and the dealer that I work for today. and J think this should be 


brought up today, the condition of the cars coming through from the 


tTactor 


ry as far as safety to the public, they spend 30, 40, 50, up to a 
hundred doliars to correct the mistakes that the factories are making. 
Doors do not fit: ears do not run right, and all this and that. One 
ld me just the other day, “I spent 5 days getting a car pre- 
pared for delivery. They go through the assembly line. What hap- 
pens? If it does not get finished, it just goes out.” 


I think that that is something that you should know, because that 


dealer to 


s one expense that the dealer has. 

The factory will say, “Well, they can put in their 1863”—which is 
a credit—but how much do you get for it? You get about 10 cents 
or 20 cents on the dollar and on lots of them you do not get anything. 
Any of the dealers back here will tell you the same thing. 

senator Monroney. | have heard that all over the country, that 
cars are coming through now in a condition they never would have 
come through a few years ago, and they blame if largely on the reduec- 
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oO} ot inspectors on the production line. Lhe tne Lory used LO pl cle 
themselves on sending it out perfect. 

Today it comes out in an untested and uninspected way In many, 
any stances. 

Mr. ANDERSON, Yes, and it involves safety. You people cong down 
he highway, if you Want to go dU miles ina hurry you want the wheels 
ostay on. 

Senator Monroney. L had one dealer down in Florida say he had 
© much trouble with the condition of cars that the servicemen used 
to come in and say, “Boss, I have another one of those do-it-yourself 
its outside. What do you want me to do with it?” You have to 

ractically rework the car in some instances. 

Mr. A NDI RsoN. You mentioned the other cay about accessories and 
things. We went through all that. 

Ford was gvreat on that. At the end of the season he would send 
straw seat covers, spotlights, windshield washers, all of these things, 
it the end of the year. Ile sent to us without a signed order——-I think 

ours represented $2,300 at our cost. We were a parts distributor. 
\We took parts from Yellowstone Park and all around. They sent 
rose to us and we said we didn’t order those. At the end of the yeal 

»never sold enough cars to use all of those. 

Senator Monront zy You mean you oot more seat covers than you 
had Cars ¢ 

ANDERSON. Yes. t hey just Sent so my Wy. My brother was a ord 
dealer in Helena, Mont. Tle got over $5,000 worth. They did Jet him 
send some back. But the question there se. "Make a good fellow of 


e 


yurself.” They cot the regular price but we were to sell it at what 

cost us or maybe LO percent. “Make your neighbor over here a 
friend and say here is a $37 seat cover we will sell you for $21.” 

Senator Monronry. Were those seat covers invoiced to vou by 
lord ¢ 

Vir. ANprerson. Ye 

Senator Monroney. Who made them. do yé u know / 

Mr. Anprrson. Well, somebody else, but it had Ford ’s part number 

it and Ford Motor Co. on it. 

Senator Monronry. You could have gotten the seat covers el 
vnere ¢ 

Mr. Anprerson. We could have gotien them made in our plane 
eaper or bought them from Zink or someplace else. 
tor Monronry. Could you have bought them for less? 

Mr. ANDERSON. They were fair. There were so many ditferent 
kinds. At times we found that the Ford seat cover was the best seat 
‘ver In the medium priced ones. 

Now, another thing in our town I would like to say to you: We 
iave a dealer who has $150,000 to $175,000 invested in his agenev. Ile 


“ena 


handles Buick and Chevrolet. Fifteen miles from our town. in a 
little town not over 25 people, it is just a little farming community 

Senator Monroney. Not over how many ? 

Mr. ANDERSON. 2d people. It is just a little farming community. 
He had a service station, and to the service station he added a little 
building, and today he has a direct franchise Chevrolet dealership. 
| am bringing this out to get across the idea that now he advertises 
on the radio, in the paper, saving: “We will <w vou a car and trade 
for so many dollars.” He adve rtises : ‘ ‘See us be fore.” if he doesn’t 
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ae the overhead. they will go out to his place of business, he will 
e willing to take a $50 or $100 profit, and it is so close-—I don’t know 
f anything can be done. 

Senator Monroney. Are vou sure there are only 25 people living 
there ? , 

Mr. Anpverson. As a matter of fact, when I say 25, it is just a 
question. , 

Senator Monronry. Maybe 26? 

Mr. Anperson. He has to go 6 miles to the post office. 

Senator Monroney. There is no post office / 

Mr. Anperson. There is no post office in his town. He has to drive 
to Manhattan, Mont., to get his mail. 

Senator Monronry. How far is he from Bozeman ? 

Mr. Anperson. Fifty miles. Then on top of that, at Three Forks. 
Mont., 30 miles away, there is another Chevrolet dealer with a direct 
contract. 

Senator Monroney. How big is Three Forks? 

Mr. Anperson. About 2 thousand people. Then we go east to 
Livingston, Mont.. a town of about 7.000 or 7.500, and there is a direct 
Chevrolet dealer. I am bringing out more the idea that some of 

places don’t have the overhead. The fellow has a big invest- 
nent. It is just competition. 

Senator Monroney. What you are brmging out is that they are 
putting dealerships in P ‘lnces where the sale of move than 1 or 2 ears 
would be completely contrary to the population that he would serve. 
Your ranches and landholdings are pretty big out there; aren’t they? 

Mr. Anpverson. That is right. 

Senator Monronery. You don’t have several farmers to the sauare 
mile? 

Mr. Anperson. No: it runs into the thousands of acres, you know. 

Senator Monroney. So a town of 25 would not necess;: irily have a 
very big population in the trade area? 

Mr. Anperson. Well, he doesn’t stay out there. He has a sales- 
man working in our town and I don’t think Chevrolet should do 
that. 

I did want to bring out that I have a boy who has graduated from 
Montana State College. He is 25 years of age. At one time he was 
at the garage all of the time. Te had been in the service. He just 
eame back now from Germany. He was looking forward to maybe 
when I wanted to take off- 

Senator Monroney. A business to come back to, a readvmade career 
there to return from the war and engage in? 

Mr. Anperson. That is right, and it hurts me, and it is the idea 
that he felt that some day this would be his, and with my supervision, 
I could help. Now that is gone. 

Senator Monroney. He can’t be in business for himself? What is 
he doing now? 

Mr. Anperson. Right now he has just come back and he is looking 
for a job now. 

Senator Monroney. His chances of going into business for himself 
or of taking over your business are rather poor; aren’t they ? 

Mr. Anperson. I have no business. I just sold out. I am just 
puttering around. 
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Senator MonronrEy. What is your business now ? 

Mr. Anprerson. I am selling Chevrolets and Buicks. 

Senator Monroney. On the floor, you mean? 

Mr. Anperson. That is right, I am a regular retail salesman, sir 
Senator Monroney. But you once had your own business? 

Mr. Anverson. I had my own business, and a ver y nice business. I 
think that is about "all I have to say, Senator. 

Senator Monroney. But you find yourself now, even as a salesman, 
up against competit ion that even your salesmen under your ope ration 
didn’t have to meet in the old days; isn’t that correct ‘ 

Mr. Anprrson. That is right. 

Senator Monronry. Does bootlegging attect Bozeman ! 

Mr. Anperson. Not too much. We have Billings east of us, but we 
are lucky not to have that. 

Senator Monronry. Maybe there are not enough people there ? 

Mr. ANprERsON. Yes. 

Senator Monronry. That is one reason you might have freedom 
from it. It usually goes to the more crowded popul: ition centers and, 
of course, when you have a Chevrolet dealership in a town of 25 

Mr. Anprrson. That is actually the same when you quote a man on 
a Chevrolet and say this isso much. We had instance after instance 

where one of the salesmen would take an order for a Belaire sport 
coupe for $2,300 and the fellow would say: “Is that the best you can 
do?” And he says, “W ell, I will let you ‘know,.” and he goes out and 
he bought the car for $350 less from this other Chevrolet dealer, and 
it rea lly hurts. That wets t around. 
Senator Payne. Who is going to get the service on that car? 

Mr. Anpverson. They come in and we have given service, but it is 
pretty hard to have that fellow come in who you lost and to give him 
the service that he should have. 

Now you spoke this morning a little bit about the different things 
that the branch managers like to buy. I can tell you a lot of stories. 
You know these Ford branch managers like liquor, Scotch whisky. 
Lots of times if you want a car or tr - ‘k, if you leave a couple of bottles 
at the hotel—I was a little squirt. I just left two bottles. One fellow 
says “I got more cars because I left two cases of Ballantine whisky.” 

Senator Monronry. The cars are delivered in proportion to the 
bottles. 

Mr. Anprerson. We hear lots of things. We are in the Salt Lake 
City branch. The Fargo branch came around to the dealers and said: 
“Would you like to contribute to the purchase of a ring for so-and-so 4 

He isa pretty good fellow, you know.” 

Senator Monroney. You heard about that ? 

Mr. Anperson. I heard about that from the other dealers. 

Senator Monronery. Did you ever contribute to any of those ? 

Mr. Annerson. No. 


Senator Monronry. Do you think that had anything to do with 
your being forced out of business? 

Mr. ANDERSON. No, I can’t say that. You see, Mr. Reiser passed 
away and I can truthfully say I think more of the blame came ac tually 
direc ‘tly from our branch man: iger because he could see the statement 
and he even told other dealers: “W ell, they have got the money, they 


mien as well put up a building, and we are going to do something 
about it.” 
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‘ht need that for reserv 


and all that. Let me ask you, in Montana when vou were in busin SSS, 


Senator Mc NRONEY You thought vou mi 


did you sell your paper with recourse / 
Mr. Anprrsox. Yes. alwavs. 
Sanatnr RA : 1 : se ; 
iwtor Monronxney. You couldn't sell it without recourse ? 


In ANDI RSON, No. 

enator Monroney. What is the big banking facility out there’ 
fr. Axprerson. At that time we worked with Pacifie Finance. but 
most of our paper we sold to the bank. with recourse. 

Senator Monroney. Whoownsthe bank 2 

Mi. Anpberson. It was the First Bank Corporation of Minneapol 
The connection S very. very fine, though. . 

Senator Monroney. But it is a bank holding company, isn’t 

Mr. ANDERSON. Yes: it Is. sive 

Senator Monronry. So. again. vou didn’t have access to nonrecourse 
paper ! , 

Mr. Awxprrson. No. But I can say there were no inflated rates 
anything like that. It was one price which was fair. It was adver- 
tised as the regular 6 percent, which you know it is. It is 6 on the 
first and 

Senator Monronery. Six on the unpaid balance / 

Mr. Anperson. Yes. 


Senator Monronery. It figures out to a good deal more than 6 per- 


j 


cent. 

Mr. Anprerson. We never padded our finance charges. We just 
added our insurance and we tried to be a good, fair, honest dealer, and 
it paid out. 

Senator Monroney. Senator Pay ne. 

Senator Payne. No questions. 

Senator Monroney. Senator Thurmond. 

Senator THurmonpb. No questions. 

Senator Monroney. You are appearing here under subpena / 

Mr. Anprerson. Yes. 

Senator Monroney. Fine. Do you know now, since you have left 
the business—and of course you do handle paper in getting customers 
to sign—if it is still impossible to sell your paper without recourse / 

Mr. Anpersox. I don’t believe there is anybody around there that 
is selling without recourse. 

Senator Monroney. Isee. Well. we certainly do appreciate this and 
thank you for coming all of this distance, Mr. Anderson, 11 response to 
oursubpena. I want to thank you for making yourself and your expe 
l lence available to this committee. 

Mr. Anperson. I appreciate coming. Thank you, gentlemen. 

Senator Monronry. Before we take the next witness, we had some 
testimony interjected the other day between the chairman and Mr. 
Ratner regarding advertising in Chicago. Do you have that'ad her 
with vou? 

Mr. Bessy. Yes. sir: I will submit it for the record. 

Senator Monroney. For the benefit of those who were not here, and 
for the record, since there is a gap of a day or so between, I wish you 
would briefly outline, Mr. Busby, what these advertisements purport 
to do. 

Mr. Busry. The chairman had noticed the Bright Motor ad when 
he had gone through Chicago and clipped it out of the paper. The 
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uPrporting to tell the prospective customer to come im and get sol 
thanew care new 1956 Ford V S&, specliving he vario 

rts of equipment on it. and that the 513.50 a week would be the pa 
bie dl nlso notes “immediate cel very fron. ou Ll 

ray 

I woul like to submit t}) it fo? thie record. 

Senator Monroney. Ye 

(Thead is herewith inserted :) 

Senator \I NRONEY. The eimmi kx 1} there Is t} e old enn} the down 
pavinent, vou get a new Ford at the rate of $15.50 week and > () 
sash for any purpose you desire received on the spot: is that correct ? 

Mr. Bussy. Yes. sir: but we have detailed information here. 

Senator Monronery. Yes, but this is what the ad purports to do. 

This is the circulation that goes out inthe mills that they are willing 
to give $300 cash to any buyer of a 1956 Ford and without any dow 


pavment, and at 813.50 per wet k. and th y Ww lH] aeee pt his old ear and 
he can drive out this 1956 Ford of his choice. 

Mr. Br SBY. And it Says if you owe money on youl old ear. Wwe w ih} 
make this same deal, 

Senator Monroney. And no payments until April 1956. 

Mr. Buspy. Now immediately after the hearing Tuesday, at which 
this was brought out. T ealled the ¢ hicago Bettter Business Bureau and 
talked with Mr. Kenneth Barnard, the pre sident of the Chicago Better 
Business Bureau. He returned my phone call the same night end 
said that they had a shopper's report on this very ad. 

Senator Monronry. They had done that on their own? 

Mr. Buspy. Yes, they had done that on their own, previous to thi 
time that it had come up in the hearmes. They had a report on thi 
ad, and I won't read it all, but their shopper said that the 8300 was 


lusory, because it was merely wdded on to the note which the pilr- 


ehaser made. They also returned several ads, which T will now subm 


if 
with the letter for the re ord, with your permission, Mr. Chairman. 
Senator Monroniy. Verv well. 
Bright ExHinitr No. 2 


CnHIcAGO BerreER BUSINESS BureAu, IN¢ 
Chicago, rai. BF bruary 21, 195¢ 


se tor A. S. MONRONEY, 
Nenate Commerce Subcommittee on Automohdil Market Practices, 


Senate Office Building, Washington, D. C. 
(Attention: Mr. Busby, Esq.) 
Dear Mr. Busny: Enclosed you will find the requested material relating to 


recent automobile advertising of Bright Motors, Inc., 870 North Clark Street, 
Chicago, Tl 


\dvertising in question was shopped by a bureau representative on February 16 


the date such advertising first appeared. The resultant shopping report ( co] 
enclosed) was not considered sufficiently comprehensive by this office to determine 
the full import of the offer. A. follow-up shopping investigation is, therefo 
heing made this date. The results will be forwarded to you as soon as received 


1 

4 
‘The bureau's files show that the following information was given by a Mr 
Lynch of the subject company on September 13, 1955: Ownership of the company 
changed hands on September 1, 1955. Tony DeMarco was reported as a new 
owner; “Chuck” Kline, sales manager; and Mr. Lynch, general manage 

It is rumored—a rumor we have been unable to confirm definitely—that this 

firm is a “holding” operation, with a definite factory interest therein. According 
to our information, this factory interest continues until the dealership has been 
paid for in full. 
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Che bureau's files further show no public complaints received regarding this 
dealership since change in ownership was reported. 
Sincerely, 
CarL D. DALKE, 
Manager, Automobile Division. 


CHreace Bi Bustxess Bun 
COLE Bright Moiors. Cuse N 397 
\ddress: 870 North Clark Street. 
Paper: Chicago Daily Tribune Dat February 16, 1956 
Date shopped: February 16. Hour: 8:10 p.m Shopper: Johu W. Heamon 
Look for: 1956 Ford offer as advertised in Chicago Tribune 


Instructions: Shop down payment, trade-in conditions, terms, and $3800 cash. 

On arriving at Bright Motors, I was greeted by salesman, “George.” I had 
selected a 1956 Ford Mainline, 6-passenger sedan for shopping purposes, and 
asked to look at one. I was shown the Mainline, light blue, 2-door, standard 
transniission, heater, for about 51,800. 

f asked about the advertised deal in which I uwnderstood that for my trade-in, 
I could expect to receive $500 in cash. He stated that I could obtain the cash 
if I had at least a $300 equity in my ear and if it was of value to serve as a 
trade-in i understood that the value would have to be at least a $300 mini- 
mum. The cash is somewhat like a loan in that, of course, the cash difference 
is increased, and therefore the monthly payments. The salesman stated that the 
payments would not be materially increased. 

{Chicago Tribune, February 16, 1956] 
YES! 

You can buy a brand-new 1956 Ford and receive $300 cash at Bright Motors. 

Here’s how you qualify: 

All you need is your present car to trade in—any make or model—paid for, 
or sufficient equity to make the small down payment. 

This offer is for a limited time. Hurry! Hurry! 

You can buy 2 brand-new 1956 Ford V-8 equipped with Magic heater, de- 
frosters, WSW tires, safety door locks, safety wheel, turn signals, oil filter, and 
air cleaner, 

You pay $13.50 per week, including finance and insurance charges. 

You need make no payments till April 1956. Bank rates. 

Immediate delivery from our 200-car selection. 

Don’t delay. Come today to Bright Motors, Chicago’s volume downtown Ford 


on 


dealer—870 North Clark—DElaware 74321. 

Senator Monroney. You mean by “illusory” that it was a phoney ? 

Mr. Buspy. Yes. 

Senator Tuurmonp. It was a loan? 

Senator Monroney. An additional personal loan, but with the se- 
curity of the automobile, or anything else the guy owned, on top of it. 

Mr. Bussy. This morning [ received another letter from Mr. 
Barnard, president of the Chicago Better Business Bureau, and I 
would like to read it at this time. It is short. 


Dear Mr. Busby— 
it is dated February 22, 1956. 


When I arrived at the office this morning, I found a copy of Mr. Dalke’s report 
of February 21, addressed to you. 

Since then, our previous shopping has been duplicated. It appears that the 
ear we offered in trade, according to the advertiser, lacked sufficient equity to 
permit us to be given the “$13.50 per week” terms. Thus, while one paragraph of 
the ad mentions that a sufficient equity is required, the statement with reference 
to payments per week has no conditions. In this respect, the advertising is 
likewise misleading. 

Further checking confirms information previously given you, namely, that 
this firm is a “holding” operation for the Ford Motor Co., with a factory financial 
interest therein. 
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While the dealership is new, Bureau files show no compiaints from the publie 
cee jis recent change in ownership was made known 


sincerely Vours, 


Now these people had the place 3h) ypped the mieht that I ealled 
them, Tuesday night, and herewith is the shopper's report, telling of 
what happe ned to the shopper when he went in. 

Senator Monroney. I wish vou would reed that. 

Mr. Buspy. This is a memorandum from Carl Dalke, manager of 


the Automobile Division of the Chicago Better Business Bureau, Ine., 


dated February 22, 1956, re: Bright Motors, Inc., 570 North Clark 
Street, Chicago, Ill. 


The attached shopping report was written in detail to provide a complete 
account of actual sates practices in relation to this firm’s advertised olter 
Phe advertising in question is misleading since it Was impossible to obtain 
oth the S300 cash and the featured payments of $13.50 per week. Additionalis 
nsurance coverage Would be given for only 1 year while advertising stated, 


Including finance and insurance charges.” 


The net etiect of the offer of S300 cash for any purpose 1s that this amount 


~ ndded to the customer's unpaid cash balance. Finance charges are, of course, 
omputed on the resuiting higher amount. This might reasonably be con 
dous a ioan, not finance charges on a deferred balance. In view of the 


revaleut finance rates on new car installment sates, a question Of Usury may 
raised since these rates, translated into real interest on a depreciating balance, 
frequeitiy in excess of limits prescribed on loans, 
The advertised statement, “Iiumediate delivery from our 200 car selection” 
ppears to be gross exaggeration. Aithough it has not been determined whether 
the car shown on the salesroom floor Was actually “sold” as represented, as a 
practical matter there were no cars available for immediate purchase with the 
lipment as advertised. 


Signed, Carl D. Dalke, Manager, Automobile Division. 
The follow ng is the report, the shoppers report, headed “¢ ‘hicago 
Better Business Bureau”: 


Store: Bright Motors, Lie. 
\ddress: S70 North Clark Street. 
Paper— 


this isthe paper in Which the ads appeared 


Chicago Tribune, Chicago Sunday Times, Chicago Daily News. Dates: February 
16, 1956, February 17, 1856, February 7, 1956. Date she pped: l ebruars 21. 1956 


That was Tuesday. 


Hour: 7:50. Shopper: C. D. Dalke. Look for: Brandnew 1956 Ford V-—-s 
equipped as described in adyertisements—S8300 cash to purchaser—payments ot 
S15.50 per week including finance and insurance charges. 

The following car was obtained and used for trade-in purposes: 1251 Chevrolet 
2-door Styleline sedan. The car was in excellent condition, appearancewise and 
mechanically. 

Upon entering the showroom IT was met by a salesman, later identified as 
H. levens. I told the salesman ft was interested in purchasing a new 1956 Ford 
under the conditions advertised in the Chicago Daily News on Friday, February 17 
I was shown a new Ford equipped as described in the advertisement. 

After looking at the car, I was informed by Blevens that the company had 
two such cars on band for immediate delivery, the car just shown and one other 
whieh was additionally equipped with overdrive and a radio. 

I told Blevens I was interested in the terms wv hereby I could trade in my « 
obtain $800 in cash, and buy the new Ford for payments of $13.50 per week 
\fter some preliminary figuring the salesman, Blevens, left to consult with 
nother man seated in an office marked “General Manager.” 

Both men returned and the second, who later gave his n 
berated Blevens for not having checked with the card file whi 
him the car initially shown had already been sold. At this ] 
over the sales effort with Blevens standing by. 


would have 
. Van Fleet took 


ma 





4 58—56 nt. 1 »] 
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Van Fleet asked that the trade-in car be driven in the service shop for inspection 
and this was done. After checking the car, Van Fleet appraised it at $250 cash or 
wholesale value. 


Senator Monroney. That was a 1951 Chevrolet ? 
Mr. Buspy. Yes, 1951, and I beheve, Mr. Chairman, that they really 
mean that was the wholesale value, $250. 


Van Fleet wrote up a purchase order for the new car showing a list price in 
the amount of $2,481, State and local taxes included, trade allowance—$s11, 
cash—$300, unpaid balance—$2,170, insurance—$93, leaving unpaid balance of 
$2,263 to be financed. Monthly payments were shown to be 380 months at SS4 
per month. The sale price was explained as including equipment listed in the 
advertisement plus overdrive, but not including the radio on the one remaining 
car immediately available. The radio, it was agreed, would be removed by the 
company. (Nore.—Van Fleet’s calculations included a “rough” error favoring 
the dealer of approximately $200. ) 

When I stressed that I wanted payments of only $13.50 per week as advertised, 
Van Fleet informed me that my equity was not great enough for the company 
to give me $300 cash and payments of $13.50 per week. I told Van Fleet I would 
have to discuss budget problems with the family before committing myself since 
the payments were higher than I had anticipated. 

I was asked to make a deposit to hold the deal and, after Van Fleet assured 
me the deposit would be refunded, I gave him $10 and was given a simple receipt 
bearing only the date, receipt number, my name, the amount of the deposit, 
and Van Fleet’s signature. 

I asked Van Fleet for a copy of the purchase order which I had just signed. 
(No carbons or duplicates had been made). Van Fleet said he needed to hold 
the order for credit purposes. I told him I needed the figures to go over the 
deal before arriving at a decision. Van Fleet started to make notations on small 
piece of plain paper at which point I suggested it would take no more time to 
enter the figures on a purchase order blank, He smiled, said it was not necessary 
and handed me the plain piece of paper bearing the following information: 


Mainline 8S—4 door 
O'Drive 

© Filter 

Pow Act Wiper 

F Air Htr 

Turn Ind 

El. Clock 


MN ae pee ee 0 cl ; eras z is as ia ca: SHUR eg 
a7vaGe . ee ae s aang ace al ae 811. 00 
Nee cea eas nineties send al led isabernareb ein ecco 300. 00 

Balance __- : a a aN a 2,170. 00 
Rolie : ; : ee ae cae 93. 00 


The reverse side stated $30 pmts $84.00 without OD $79.00. 

The following morning, February 22, I called Van Fleet and informed him that 
his figures were confusing. I asked for a complete breakdown on the deal. I 
told him there appeared to be a $200 error in his figures. 

Van Fleet refigured the deal and gave the following breakdown: 


Cost of car (dealer’s invoice) —_ a ia a oN ae $1, 911. 07 


Get ready (pre-delivery servicing) Bee as a Sa a tal are tee 25. 00 
SR aici rics eases cnee eck eons pees eee ie sasea a ac ciige i tl ca a ae ee 51. 00 
acted dclaten wh a simian cb Bendel lands charts ab ce 1, 987. 07 
III UR I RN lc iste eae aon einen ee ee 300. 00 
IN sacesstcennicenccs sa fi gm Na Mii tac ag al eat 2, 287. 07 
Remove radio and deduct dealer’s cost--______________-_- 59. 00 
I I NO i ie 2, 228. 07 
Pra IS UO is tes eae canal sebastien ea 250. 00 





Cash balance to be financed 


Smit iain Grease a teiclea canal 1, 987. O07 
Insurance charge __-- sadesitdeacts 


Ba ieee eS ale 93. 00 


ANI ss recseicecine: canard : . 2, 071. 07 
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Balance payuble in 30 months at $79.39 per month 
Van Fleet then translated these figures into the following : 


List price including tax-.--.-..--_~-- = $2. 481. 00 


Trade allowance 7 : ae EZ 
Cash - Bi rl a erates ead ee nee 


SO2. 93 
300. 00 


Net equity_-- potent = . 


Cash balance- Stee e : : 
Insurance cocina cae a ae ee : ; oa 


io) ) er re 2 : - . 20s. GF 


payable in 30 months at $79.39 each. Payments to be approximately $5.00 less 
per month if overdrive not taken, i. e.; accept delivery without overdrive on ca 
to be ordered from factory. 

Van Fleet conceded the error in figures originally given. He also conceded, 
after questioning, that the insurance charge covered only 1 year’s premium. The 
customer would have to provide own insurance for the balance of the contract. 


[ will submit this for the record with your permission, Mr. Chair- 


itis 
BRIGHT EXHIBIT NO. 38 
CHICAGO BETTER BUSINESS BUREAU, INC., 
Chicago, Ill, February 22, 1956 
NI se SBY, Esq 


Counsel to Hon. AS. Monroney, United States Senator, 
Senate Commerce Subcommittee on Automobile Market Practices, 
Senate Office Buiiding, Washington, D.C. 

Dear Mr. Busny: When I arrived at the office this morning, I found a copy 
of Mr. Dalke’s report of February 21, addressed to you. 

Since then, our previous shopping has been duplicated. It appears that the 
car we offered in trade, according to the advertiser, lacked sufficient equity te 
permit us to be given the “$13.50 per week” terms. Thus, while one naragrap! 
of the ad mentions that a sufficient equity is required, the statement with refer 
ence to payments per week has no conditions. In this respect, the advertising 


is likewise misleading. 


Further checking confirms information previously given you, namely, that 
this firm is a “holding” operation for the Ford Motor Co., with a factory 


financial interest therein. 
While the dealership is new, Bureau files show no complaints from the public 
since its recent change in ownership was made known. 
Sincerely yours, 
KENNETH Barnarp 


CHICAGO BETTER BUSINESS BUREAU, INC., 
February 22, 1956 
Memorandum re: Bright Motors, Inc., S70 North Clark Street, Chicago, 1 

‘The attached shopping report was written in detail to provide a complete ac 
count of actual sales practices in relation to this firm's advertised offer. 

The advertising in question is misleading since it was impossible to obtaii 
both the $300 cash and the featured payments of $13.50 per week. Additionally 
insurance coverage Would be given for only 1 year while advertising stated, 
“Tneluding finance and insurance charges.” 

The net effect of the offer of “$300 cash for any purpose” is that this amount 
is added to the customer’s unpaid cash balance. Finance charges are, of 
course, computed on the resulting higher amount. This might reasonably be 
construed as a loan, not finance charges on a deferred balance. In view of the 
prevalent finance rates on new car installment sales, a question of usury may 
be raised since these rates, translated into real interest on a depreciating balance 
are frequently in excess of limits prescribed on loans. 
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I") (j tised statemen ivery from our 200-car selection” 
me 1 e gross exaggel has not been determined whether 
Shown on the alesroom floor was actually old” as represented, as 
matter there were 1 irs lilable for immediate purchase with the 
| ment lve! ed 
Cart D. DALKI 
fanager, Automobile Division 
CHICAGO B LUSINESS BUREA 
Store: Bright Motors, In 
\dd S70 Nort ( rk Street 
Pane? Chicago Tribune, Februar 1G 056; Chicago Sun Times, February 17 


1¢ 
‘ , 
156: Chicago Daily News, February 17, 1956 
Date shopped: February 21, 1956. Hour 7:30 p.m. Shopper: C. D. Datke 
Look for: Brandnew 1956 Ford V—-S equipped as described in advertisements 
$300 cash to purchaser—payments of $13.50 per week, including finance and in- 


surance charges. 


The following car was obtained and used for trade-in purposes : 1951 Chevrolet 


i 
vieline sedan The car was in excellent condition, appearancewise and 





Upon entering the showroom I was met by a salesman, later identified as H., 
Blievens I d the salesman I was interested in purchasing a new 1956 Ford un 
‘ thie litions advertised in the Chica Daily News on Friday, February 
17 I was shown a new Ford equipped as described in the advertisement 

After lor ng at the car, I was informed by Bievens that the company had two 


] } 


h cars on hand for immediate delivery, the car just shown and one other which 
s additionally equipped with overdrive and a radio. 
il told Blevens I was interested in the terms whereby I could trade in my ear, 
iin 8300 in cash and buy the new Ford for payments of $15.50 per week. After 
yne preliminary figuring the salesman, Bilevens, left to consult with another 


seated in an office area marked “general 


manager. 
Both men returned and the second, who later gave his name as Van Fleet, 
erated Blevens for not having checked with the card f which would have told 
iim the car initially shown had already been sold. At this point, Van Fleet took 
ver the sales effort with Blevens standing by 

Van Fleet asked that the tradein car be driven in the service shop for inspection 
nd this was done. After checking the car, Van Fleet appraised it at $250 cash 


Van Fleet wrote up a purchase order showing a list price for the new car in 


the amount 4Si, State and local taxes nelnided, trnde allowance $811. 





ish—Ss300 balance— $2,170, insurance—S%35, leaving an unpaid balance 
f $2,263 to be financed Moythly payments were shown to be 30 months at S84 
r month The sale price was explained as including equipment listed in the 


advertisement plus overdrive, but not including the radio on the one remaining 
ar immediately available The radio, it was agreed, would be removed by the 


company ( Nort Van Fleet’s enlculations included a “rough” error favoring 


the dealer of approximately $200.) 
When I stressed that I wanted payments of only $13.50 per week as advertised, 
Yan Fleet informed me that my equity was not great enough for the company 
ve me S300 cash and pavinents if S15.50 per week lt told Van tes 1 would 





} ] 


have to discuss budget problems with the family before committing myself since 
cher than T had anticipated 
I wis asker » hold the deal and. after Van Fieet assured 


‘ 
me the deposit would be refunded, I gave him S10 and wes given a simpie receipt 
i I 





the ] ments were hi 
oO make a deposit t 
bearing only the date, receipt number, my name, the amount of the deposit, and 
I asked Van Fleet for a copy of the purchase order which IT had just signed 
(No carbons or duplicates had been made.) Van Fleet said he needed to hold 
} 
i 


the order for credit purposes. I told him I needed the figures to go over the deal 


hefore arriving at a decision. Van Fleet started to make notations on small piece 

f plain paper at which point I suggested it would take no more time to enter 

the figures on a purehase order blank He smiled, said it was not necessary and 
nded ine the plain piece of paper bearing the following information 
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Mainline s t door 
(Drive 

«) Filter 

Pow Act Wipe) 

Kk Air Ht 


Purn Ind 
hl. Clock 
Total S?, 481. 00 
Trade 811. 00 
Cash 500. OO 
Balance Z 2, 1¢0. 0O 
Ins 93. 00 
The reverse side stated: “S50 pmts $84.00 without OD $79.00.” 
The following morning, February 22, I called Van Fleet and informed him 


it 
that his figures were confusing. IT asked for a complete breakdown on the deal 
I told him there appeared to be a $200 error in his figures 
Van Fleet refigured the deal and gave the following breakdown : 


Cost of car (dealer’s invoice) le sine ht a Ah as > - i, $1, 911. 07 
Get ready (predelivery servicing) _.__._._.__- ~~ la a a 25. OO 
State tar : ‘ 51. OO 


1, 987. O7 


Cash to be given purchaser hy é 200. OO 


2 OG my 


Remove radio and deduct dealer's cost ae 3 eos 59. OO 

Total eash price J ; « 2228, 07 
Wholesale value of trade-in = J 250. OO 
Cash balance to be financed ‘ aca 1, 987. 07 
Insurance charge U3. OO 


Balance payable in 80 months at $79.59 per month. Van Fleet then translated 


these figures into the following: 


List price including tax $2, 481. 00 
Trade allowance ; - se eas _ $802. 93 
Cash cake o 2 acne ooo OOD 
Net ¢ juity 7 502. 98 
Cash balance 7 1, 978. 07 
[nsurance . : 93. OO 


2, O61. 07 


payable in 80 months at $79.39 each. Payments to be approximately $5 less per 
month if overdrive not taken, i. e., accept delivery without overdrive on car 
be ordered from factory. 

Van Fleet conceded the error in figures originally given. He also conceded, 
after questioning, that the insurance charge covered only 1 year’s premium 
The customer would have to provide own insurance for the balance of the 
contract 

Mr. Ratner. May I interrupt ‘ 

Senator Monroney. State your name. You are still appearing 
under oath. 

Mr. Rarner. Iam Milton Ratner, a former Ford dealer in Chicago. 

I believe, sir, that the price of the car quoted to this shopper is 
several hundreds of dollars above the suggested list price, a Mainline 
two-door V-8 with that minimum equipment and an overdrive, I be 
lieve, should sell in Chieago, and I think I am within my rights at 
saving around $2,200. ; 
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Senator Monroney. It is listed at $2,481 with that equipment. 
Mr. RATNER. I believe I am correct in saying itis SZ.Z200 ora little 
less than $2,200. 

Senator Payne. Well, what he did here actually was on another 
sheet when he refigured the deal and gave the breakdown he comes 
back then to the cost of the car on the dealer’s invoice which he shows 
1s $1911.07. Then $25 per preparation, $51 for the State tax, to bring 
it up to $1,987. Then he adds the cash to be given to the purchaser, 
which brings it to $2,287. Then he takes the radio out, $59, bringing 
it down to $2228. Then he gives the wholesale value of the trade-in, 
which is $250. which brings the balance then to be financed of $1,987 
plus the insurance charge, then he comes down below and he trans- 
lates the figures to show the list price including the tax is $2,481, 
ind that is his pack. His pack is in there. Then he shows his trade 
allowance of $802.92 and deducts the cash he has given to the fellow, 
and shows a net equity then of $502 and he then uses the argument 
that the $502 is not enough to justify the cash in there. 

Mr. Ratner. May I assure the Senator there isn’t a price in there 
that is actual, not even the price of the radio, $59, which is $89. When 
he is putting it in it is $89. When he is taking it out it is $59. There 
isn’t any price in there that is accurate. And that is a Ford Motor 
(Co. deal. I verified that statement after I left here. 

Senator Payne. Somebody ought to be very proud of it and T have 
a high regard for Ford Motor Co. 

Mr. Rarner. So do I, sir; in many respects. 

Senator Paynr. But somewhere all through this manufacturing 
business they are losing sight of some very fundamental things that 
have made the companies what they are today. If they do not watch 
out they are going to be awfully sorry for some of the things they 
ure encouraging to happen. 

Senator Monroney. It certainly doesn’t sound like the ethical 
standards that once prevailed in the Ford Motor Co. in its dealings. 

Senator Payne. Not as I have known Ford Motor Co. 

Senator Monronry. Just as a purchaser of the cars at various times 
und the service cuaranties and things like that, to associate those in 
the past W ith an operation of this kind is almost unbelievable. 

(Subsequent to this hearing the following correspondence was re- 
ceived by the subcommittee :) 


Bricgut EXxHripit No. 4 


CHiIcaGco Berrer BuSINESS BUREAU, INC., 
Chicago, Ill., February 28, 1956. 
Mr. Buspy, 
Counsel to Hon. A. S. Monroney, United States Senator, 
Senate Commercial Subcommittee on Automobile Market Practices, 
Senate Office Building, Washington, D. C. 

Dear Mr. Bussy: You may be interested in the following additional informa- 
tion regarding advertising by Bright Motors, Inc. 

As a result of the bureau’s findings as outlined in previous correspondence, a 
‘equest was made that Bright Motors, Inc., publish a correction in all mediums 
which carried the original offer and the firm has agreed to comply. Phrasing 
for the correction is attached. 

It may be of additional interest that when I called this firm on Monday, Febru- 
ary 27, to confirm final details, Mr. J. J. O’Brien, secretary treasurer, informed 
that De Marco, previously identified as president of the firm, was no longer with 
the company. O’Brien stated, in response to questioning, that he is “temporarily” 
assuming active management of the dealership. 
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If you desire geass: information regarding this case or any other of the 
numerous recent cases which have received attention by the Chicago Better 
Business Bureau, nie be assured of our full cooperation. 

Sincerely, 
SARL D, DALKE, 
Manager, prarwnket Eon Division 


A CORRECTION 


We recently advertised, “Buy a Brand new ’'56 Ford of your choice and re- 
ceive $300 cash for any purpose you desire! To Qualify: All You Need Is Your 
Present Trade-In, Any Make or Model, Paid for, of Sufficient Equity to Make 
the Small Down Payment.” The offer further states, “You Can Buy A Brand 
New °56 Ford V-8 * * * You Pay $13.50 per Week Including Finance and In 
surance Charges.” Various accessories to be included were also listed. 

This offer was inaccurate since, in order to obtain the $300 cash and payments 
of $13.50 per week, it would be necessary to have a trade-in equity equal to $300 
plus the down payment required. Additionally, the “$300 cash” would be added 
to the unpaid balance and finance charges computed on the resulting higher 
amount. 

We regret these errors and pledge they will not recur. 

sk1GHT Morons, INC., 
870 North Clark Street. 


(The above correction should appear in space not less than one column by three 


nches. Prompt publication will inspire confidence and permit the Bureau 
to close its files.) 





Srarr Nore: Subseque nt to the hearings the following letter was 
received by the subcommittee : 


FORD DIVISION OF ForD Morors Co., 
OFFICE OF VICE PRESIDENT AND GENERAL MANAGER, 
Detroit, Mich., March 21, 1956. 
lo Au Ford Dealers: 

During the Washington congressional hearings on automobile marketing 

practices, Senator Monroney read some Ford dealer advertisements to the 
ommittee and to Mr, Ford. Upon examination, I was compelled to agree that 
the examples cited by Senator Monroney were disgraceful. 
We are certain that this advertising represented a small minority of the 
vertising done by Ford dealers and Mr. Ford told the committee that, “We 
are against false and misleading advertising and will continue, as we have in 
the past, to stop promptly such advertising by our dealers.” 

fo demonstrate our contidence in Ford dealer advertising, we told the con- 
cressional committee that we were requesting the Better Business Bureau to 
shop any Ford dealers ads that appeared questionable to them, and send us 
reports 

We are confident there will be only a few examples, but our request will 
encourage the Better Business Bureau to supply other automobile manufacturers 
with the same information on questionable ads by their dealers, and, in turn, 
at the Bureaus in a much stronger position to monitor advertising by non- 

iwhised outlets. 

[ hope this step soon may reflect itself in your own locality by causing all 
dealers to turn their backs on any ill-advised advertising techniques they have 
used in the past, or plan to use in the future. If it is a success, all of us will 
henefit 

Sincerely, 


} 
aa 


R. S. McNamara. 

We have as our next witness Mr. Luther Massey of Grvtinaiih Tex 

Mr. Massey, we are very happy to see you. 

We appreciate your coming here to testify. I wish you would state 
your name for the record. 

Mr. Massey. Luther Massey, Beaumont, Tex. 

Senator Monronry. Do you al smnly swear the testimony you are 
about to give in this case shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 
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Mr. Massry. I do. 

Senaor Monroney. I see you have distinguished antecedents who 
came from Oklahoma but li ke many Okies you immigrated to Texas? 

Mr. M ASSEY. Wor l ld Vou lj ke to know why ¢ 

Senator MONRONEY. } ou have no State income tax and no sales tax 
except ol! automobiles and cosmetics. 

Mr. Massey. That has a lot of bearing. I don’t know what the 
taux rate used to be. It used to be about 5 percent, 8 percent on the 
income of what you used to pay the Federal. 

Senator Monroney. We have cut it some. 

Mr. Massey. That is one reason. 

Senator Payne. That is on State income tax. May I encourage 
you to come to Maine ¢ We have none. 

Mr. Massey. We have none down there, either. 


TESTIMONY OF LUTHER MASSEY, BEAUMONT, TEX. 


Mr. M ASSEY. Mr. Chairman and members of the committee, I alii 
Luther | Massey. ] vas a Buick dealer in Beaumont, Tex., from 
March . 1937. to October 31. 1955. 

i ‘se ‘tenn in the automobile business since 1926. During the 
il-vear period cong 1926 and 1937, 1 handled General Motors 
products in Duncan, Okla. 

I would first say to this committee that every automobile dealer in 
the country is grateful to each of you for making this study of all 
phases of automobile sadating. 

While I no longer hold a fact ory franchise, [I am sure that the 
results you will obtain will be of lasting benefit to everv dealer, and 
the tr uble Ss | experienced as an amet mere hant will not he the 
lot of thousands of dealers who are left. 

The real beneficiary of your study is, I believe, the public. For the 
public suffers when automobile marketing sinks to the low that it has 
in the past few years. The public, as well as the small, independent 
businessman . has no prot ector save you. 

In 1954 a total of 334 Buicks was sold in Beaumont. I sold 307 of 
these cars—92 percent. In Beaumont, with a population of 94.000, 
a total of 5.038 new cars were registered. Buick sales in Beaumont 
represented 6.6 percent of the total sales. 

My franchise to sell Buicks in Beaumont was canceled because IT did 
not obtain what the Buick Division’s Dallas zone office called a proper 
pe reentage ot Buick sales. 

The national average of Buick sales in 1954, according to Ward’s 
Automotive Reports, was 9.165 percent. According to reports from 
the Buick zone office in Dallas it was 9.5 percent. Be that as it may, 
I must readily admit that I was below the national average in the 
so-called percentage of price class. 

Senator Monroney. Let me ask you if I may, sir, was that percent 
age of price class figured against the ears that you sold or against the 
ars that were sold in Beaumont ? 

a Massry. The way they get that percentage is the percentage 
of the total industry, the 6.6 percent was of the 5,038 cars sold. They 

take the sales of all makes. 
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Senator Monroney. But was your percentage that you sold of 6.6 
percent related to the 307 Buicks that you sold of the 334 Buicks that 
were sold to Beaumont / 

Mr. Massry. Well, the 334. It was figured on the total amount 
remistered. 

That is where they vet their figures. Iam acquainted with the fact 
that General Motors will be before this conmmittee to refute the testi- 
mony given by dealers. That practice was well established in the 
O'Mahoney hearings. Therefore, before they tell you, 1 want to tell 
you that my percentages were below national averages. 

At the same time I would like to point out to the committee that 
some of the dealers must necessarily be below the national average 
in order for the national average to be established in the first place. 

It is this national average that is the scorecard for the mad race 
between the various manufacturers and divisions of the manufacturers 
that eaused so much of our trouble. 

Senator Monroney. The paragraph before there I think is signifi- 
cant, because if you take a national average, vou could well assume that 
half of the dealers were above the 9.3 average and half were below. 
Would not that be what a national average would be? 

Mr. Massty. That is right. 

Senator Monroney. So if they are going to adhere strictly to the 
national average, then they have got to shut off about half of their 
dealers every year to do that. 

Mr. Massey. Yes. 

Senator Monroney. Unless they all just happen to come out ex- 
ictly on the 9.3 percent of the sales. 

Mr. Massey. That is right. I would also like to point out to the com- 
mittee that the Massey Buick Co. made profits. 

When Generai Motors appears before you later they will be able to 
sav—in truth—that the Massey Buick Co. has been a profitable opera- 
tion. 

I believe it is to be in line with comparable businesses in my com 
munity and with the rest of the count rv. On sales or volume—or any 
way you want to measure it—it doesn’t compare with the profits of the 
General Motors Corp. itself. 

Senator Monroney. That is the purpose you went into busi ess for, 
the principle behind the capitalistic system and the risk of private 
capital isto make money. 

Mr. Massey. That is rioht. If you do not, vou don’t want to be in it. 

Senator Monronry. Nobody, if they couldn’t make money, would 
choose to £0 into the automobile business. Some of them are vetting 
out of it because they cannot make money. 

Mr. Massry. Lots of them. I believe a dealership should make a 
reasonable profit. 

I believe the automobile dealer should bea free and independent busti- 
hessman. 

[ believe that he should be able to run his business as he knows what 
is best for that business. Naturally, what is best for the business will 
be what is best for the customers of his establishment. For in the final 
analysis the customer makes or breaks a business. 

As IT understand it, this great Senate committee is considering legis- 
lation: (1) to eliminate bootlegging; (2) to eliminate phantom 
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freight; (5) to restore the rules by which factory-dealer selling 
agreements will be written so that a dealer may have a day in court 
when he has a grievance with his factory. 

I can tell you that if this legislation were already on the books, that 
I, a former Buick dealer, would have greatly benefited both while I 
was a dealer and during the process which led to my disenfranchise- 
ment. 

In December—2 months ago—there were 83 brandnew cars on 
unfranchised dealers’ lots in Beaumont for sale to the public. There 
were 30 Fords, 30 Chevrolets, 4 Plymouths, 2 Mercurys, 15 Oldsmo- 
biles, and 2 Buicks. 

Senator Monroney. May I ask how that would compare with the 
stocks on hand in the legitimate franchised dealers’ show rooms / 

Mr. Massey. Well, at that time, that was right after the model 
changes, I’m sure the dealers—most of them—had more than that 
amount of cars on hand. At the present time probably some of them 
have several times more. 

The unauthorized dealer has no obligations to any factory. He does 
not have to erect a building—representing an investment at today’s 
value of $150,000—s I had to in order to hold the franchise. He does 
not have to take a set of special tools and accessories as set by a factory 
as 1 did. These accessories include, among others, a year’s supply of 
rearview mirrors, spotlights, tailpipe extensions, door guards, gas- 
tank guards, cus mins toppers, and rear-seat speakers for radios. 

The amount of these accessories was determined by the factory and 
when I lost my franchise I had $600 worth of them left over. 

Incidentally, but I think importantly, the Buick division wouldn't 
buy them back when they took my franchise. 

He is not required to spend $1,157.04 in a special mailing campaign 
for a Special Buick Double Action campaign for 1955, as I was 
required to spend when I renewed my franchise in September 1954. 

He is not required to maintain an adequate service department as 
I am required by the terms of the franchise which I signed. He is 
not even required to service the automobiles he sells as new cars to the 
public. 

But, I, as the stockholder of a franchise for the company, am re- 
quired to spend from $40 to $50 to fulfill a manufacturer’s warranty 
on these cars sold by the unauthorized dealer. 

Even so, there are some compensating factors. The people to whom 
he sells the cars have no real guaranty that the car they buy is a brand- 
new car. 

They do not know whether or not the car has been brought to Beau- 
mont by towing or has been driven with speedometer disconnected. 
These compensating factors to the unauthorized dealer are, I believe, 
detrimental to the buying public. 

I have a file of letters which I wrote to my zone office about the 
problem of bootlegging. In each letter TI listed data necessary to 
show the existence of bootlegged Buicks in Beaumont. 

I am attaching this file to this statement as an appendix. I would 
respectfully call your attention to the fact that I received no replies 
to these letters which are attached. 

(See Massey exhibit 11 on p. 344.) 
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I am sure that the dealers listed as the originating sources for these 
hootlegged Buicks equaled or bettered the national average for all 
makes and for their price classifications. 

[ could have obtained a better-than-national average had I, too, sold 
new Buicks to unauthorized dealers for resale to the public as new 
Buicks. This Ll refused to do. 

Senator Monronery. Had you done that, you would have been let 
ting down the other franchised dealers and been contributing to the 
merchandising delinquency that is growing up in the automobile 
ndustry ¢ 

Mr. Massey. That is right. I talked with my district man about 
it and he said, “I would not tell you to and I would not tell you not to, 
but I want you to get the sales up.” ‘That is the language he gave me. 
While I was never asked by the factory to sell in the bootleg market, 
L was consistently told that my Buick sales record must be improved 

f | were to continue to hold the franchise. 

The national averages were used, in each case, as an exhortation to 
get more and more sales. 

bootlegging, in my opinion, — from overproduction, But, 
ii the 8 years that it has flourished in automobile marketing, new 
practices have arisen and it is iy pica that curbing production 

oluntarily by the manufacturers will not stamp out bootlegging. — In 
other words, Mr. Chairman, and members of the committee, bootleg 
ving has become a business. 

It cannot be stopped until the source of the bootlegged cars—the 
new-car dealer who releases the car to the unauthorized sources—is 
prohibited from doing so. 
~ As I understand the bootlegging legislation before you now would 

permit the manufacturers to reinsert antibootlegging clauses in their 
selling agreements with dealers. 

I submit to you, gentlemen, that the letters I have attached to this 
statement received no answers from the manufacturer. Therefore, 
when you pass—as I hope you will—this antibootlegging legislation, 
I hope you will make it clear that if the manufacturers do not enforce 
antibootlegging clauses in their selling agreements that they will be 
forced to do so by the law of the land. 

You have already heard testimony on phantom freight. I happened 
to be in an area when phantom freight gave the unauthorized dealer 
a much better selling advantage over ‘the franc hised dealer. The boot 
legged cars could be obtained from localities closer to Detroit. and 
tr ansported at costs much cheaper than the freight charges which | 
had to pass on to my customers. You understand now that this freight 
is passed on to the consumer. This fraud on the buying public is so 
obvious that it needs no development by a former dealer, such as I. 

I can see that the passage of territory security legislation would 
help to eliminate bootlegging. If costs in performing service warranty 
had to be borne by the new-car dealer who originally sold the car into 

bootlegged channels, he would be forced by “basic economics to sell 
the car for a greater profit and that, in itself, would help curb boot 
legging. 

T would like to call your attention briefly to the processes used by 
the manufacturer in the cancellation of a franchise. 
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Recognizing the fact that the manufacturer has lived up to every 
provision in the selling agreement and to other agreements by letter 
which I signed, I have no redress against the manufacturer in the 
courts of the country. 

The manufacturer—and I agreed to this when I signed the selling 
agreement could cancel me, as he did, with or without cause as he 
saw fit. 

At the same time he could come into my business and demand that 
I contribute to an advertising fund on a basis that he subscribed, 
that I purchase special tools, accessories, advertising materials as he 
prescribed, that I maintain a selling force and equipment and facili- 
ties—and a working capital—that he preseribed, in order to get and 
hold the Sandia 

Let me illustrate. On February 10, 1955, I was told by the zone 
people of the Buick division that my operation would be reviewed 
on June 1 in connection with my franchise renewal. 

Senator Monroney. Now you were still at that time on a 1-year 
franchise. 

Mr. Massey. Yes, General Motors franchises are 1-year franchises. 

Senator Monroney. Well, Mr. Curtice, before the O’Mahoney com- 
mittee testified that there was the 30-day cancellation provision in 
them. 

Mr. Massey. Yes. I was told I would have to put a wholesale 
department in my parts department and also put a man out con- 
tacting the independent garages to sell wholesale parts. 

I was told to hire another girl to take care of - records. I told 
the factory people that I would study about it, but they said ao 
wanted an immediate reply. They had about $400 worth of stuff t 
sell—records and filing cabinets, ete.—if I had agreed to the aan: 
As I figured it, I would have to have spent about $7,000 in order to 
make $6,000 on that wholesale parts plan in a year’s time. 

Senator Monroney. Now you had never been in the wholesale parts 
business before / 

Mr. Massry. Not going out and soliciting business. We sold it over 
the counter only. That is really where my big trouble started there, 
when I refused. 

Senator Monroney. But you had never had any great demand for 
wholesale parts or people W ho were not being ser ved J ¢ 

Mr. Massry. General Motors has all dealers there, plus United 
Motors, handling all parts for General Motors in the town. In order 
to meet these obligations I also had to promise to sell between 400 
and 500 cars annually in Beaumont. My quota shifted during the 
past 4 or 5 years between 40 and 50 cars per month. 

In order to sell this many cars 1 would have been forced to reduce 
my profits by putting the Buick in competition with lower priced 
ears. In other words, I would have to give them away by cutting 
my profits down toa minimum. At the same time, I had to meet all 
of the obligations of the franchise requirements. 

it’s possible for a deaier to do this. He can overextend credit. 
Ife can mislead and deceive the buying public. He can pack prices 
and cut down on predelivery and warranty service. He can make 
only $1 on the sale Ga the car and then realize a better profit through 
exorbitant finance charges. 
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All these things, I contend, are definitely not in the public interest. 

On the 19th of December 1955, the following article appeared in 
Automotive News. It tells what the replacement dealer of Massey 
Buick Co. is doing in Beaumont: 


TExAS SUCCESSOR TO OUSTED DEALER STAGES “ZANY” SALE 


BEAUMONT, Tex.—Hubert Little Buick Co., a newly franchised dealership, 
is advertising that it will sell 150 Buicks in December and is offering the “highest,” 
“wildest trade-ins” and “lowest, best terms ever.” 

A nine-column-wide display in the classified section of the Beaumont Enter- 
prise is headed: “Now at last * * * a volume Buick dealer in Beaumont!’ 

“Little will take only a small profit per car * * * make his profit on high 
volume (more Buicks sold than ever before in Beaumont),” says the ad. “He'll 
trade wild, high, fancy, and zany * * * give long, low terms.” 

The new dealership replaces Massey Buick Co. whose proprieter, Luthe 
Massey. was a Beaumont Buick dealer for 19 years and before that a Duncan, 
Okla., Buick-Chevrolet dealer for 11 years 

Massey describes himself as “one of those dealers’? whose contract General 
Motors refused to renew. 

His suecessor, Massey said, was handpicked by Buick and largely financed 
by the Motors Holding Division of GM. 

In transfer of the dealership, “they bought the parts at the price they set, 
also the equipment and leased my building,” Massey declared. “They left me 
with 70 used cars and accounts receivable.” 


I have three advertisements run in the paper by the replacement 
dealer. They help illustrate my point. 
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Massey Exnipir No. 2 


Dow lial Visa OT or ae 
Site sald Gs Seahateet sel g LUT a oF 


AND A. SPECIAL NOTE TO ALL HONEST FOLKS: 
Hubert Little is an honest, authorized Buick Dealer... Beau- 
mont’s only Buick Dealer .. and Hubert Little’s policy is “vol- 
ume sales - best terms - finest service after the sale”! Little 
Buick makes less profit... much less ... on each car, but Hu- 
bert Little sells more cars! You owe it to yourself... if you’ve 
even just thouzht of buying a new car... to find out how Little 
it takes to trade at LITTLE! 
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Massey Exuipit No. 3 
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MAsSsEY Exuipir No. 
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I would most respectfully call to the committee’s attention that 
my replacement dealer is largely financed, as IT understand it, by 
Motors Hlolding ( ‘Orp., a subsidiary of General Motors, and that this 
type of operation has been going on in Beaumont since I lost my 
franchise on October 31. 

Senator MonroNey. Can you give us the definition of “zany 

Mr. Massey. No, I do not know whether I could give you a defini 
tion of it or not. Mr. Chairman. It means high, wide, and hand 


s4 
/ 


SOLE. 

senator Monroney. Isn't it a localism that means bordering on the 
insane?’ Get a dictionary. 

Mr. Massey. Yes, |] would think so. Ilere are some of the advei 
tisements. The dates they were run are on the bottom. 

Senator Payne. This one here reads: 


Attention crooks. Don’t steal a car. You can buy one at a steal from Little 
da special notice to all honest folks Liubert Little is an honest aut ized 
Buick dealer, Beaumont’s only Buick dealer, and Hubert Little’s policy is vol 
ume sales, best terms, finest service after the sale Little Buick makes less 
profit, much Jess, on each car, but Hubert Little sells more Cars You owe it 
to yourself if you have even just thought of buying a new car to find out how 


title it takes to trade at Little. We will deal, we will trade, we will sell new 
Buicks in January regardless of what it takes. 

Mr. Massry. May I say about that ad of 150, my understanding is 
he sold 60 of the 150 there in January. That is my understanding. 
It is my understanding that those ads are made up by Motors Hold 
ing Corp. 

Senator Monronl y. Are these some of the high quality of advert is 
ing that other dealers have to contribute to ? 

Mr. Massey. No; that dealer paid that himself. 

Senator Monronery. You would not consider that institutional or 
vood will advertising / 

Senator Payne. In this one here he is welcoming Louisiana buyers 
to come over. 

Mr. Massry. Yes, it is 25 miles to the Louisiana line. It looks like 
in that part of the country, Motors Holding in the last 6 or 8 months, 
all of the dealers who changed hands that are of any size were Motors 
Holding. This went Motors Holding, and I could name you 6 or & 
more in the vicinity of 100 miles of me and all of them having Motors 
Holding with an operator. 

Senator Monroney. How far are you from Louisiana ? 

Mr. Massey. 25 miles. 

Senator Monroney. I know it says “Welcome Louisiana buyers.” 

Mr. Massey. That is right. 

Senator Monroney. For the record, Webster’s New Collegiate Dik 
tionary defines “zany” as meaning: 

suffoon, merry-andrew, original dialect form Giovanni, John. In old comedies, 


a subordinate clown or acrobat who aped ludicrously the acts of his principal, 
a merry-andrew. 2. One who acts the buffoon for the amusement of others, 


especially one who acts an amusing role of crack-brained whimsey or capers in 
giddy antics. 3% Archaic. A Slavish follower or imitator of a toady dialect, a 


simpleton or idiot. 

General Motors has a new policy apparently. 

Mr. Massey. I have some letters here on my cancellation, Mr. Chair 
man. 
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Senator Monronry. Well, go ahead with your cancellation. I 
wanted to ask a few questions. 

Mr. Massry. Would you rather I go ahead and read this or would 
you rather take it now? Either way. I can continue with the state- 
ment and take those afterward. 

Senator Monroney. All right; go ahead and finish. 

10 you have anything further on the letters? Before we get into 
that, I would like to ask you the chronology of the events on the can- 
cellation. Can you give the committee how you were notified of the 
refusal to renew your contract ? 

Mr. Massry. In 1953, this statement is dated November 2, 1953, 
Buick Motor Division, General Motors Corp., Automobiles, Dallas 1, 
Tex., U.S. A., November 2, 1953. 

In September of 1953 I was notified to meet Mr. Kemp, who was zone 
manager, and Mr. Don Smith, who was the district manager, at the 
Shamrock Hotel in Houston for a conference, which is about 90 miles 
from Beaumont. 

Senator Monronry. Did they say what the conference was going 
to be about ? 

Mr. Massry. No: I didn’t know nothing. 

Senator Monroney. You didn’t know whether it was a welcoming 
party or a hanging ? 

Mr. Massey. No. When I arrived there I asked them about it and 
what they had on their mind. This is what they brought out for me to 
sign. I would like to read it to you. This is November 2, 1953; Atten- 
tion Mr. Luther Massey. 


DraR Mr. Massey: Your attention is directed to the provisions of the new 
form of Buick selling agreement herewith tendered to you for execution as 
regards the obligations to be discharged on your part, particularly inasmuch 
as you are not abiding by all of these obligations at the present time, which were 
discussed with you on March 24, 1952, May 15, 1952, October 1, 1952, January 23, 
1953, February 12, 1953 and June 10, 19538. 

This deficiency is your inability to satisfactorily achieve Buick’s fair and right- 
ful share of new car sales. 

The new Buick selling agreement is being tendered to you for execution at 
this time by Buick Motor Division in consideration of your representation that 
you will correct the above deficiencies in your operation by July 1, 1954. Should 
vou fail to do so, we reserve all our rights under the selling agreement to take 
such action as might be indicated. 

So that there may be no misunderstanding of your obligations and of the 
conditions on which the new Buick selling agreement is being executed with 
you, will you please sign and return to us the attached carbon copy of this 
letter. 

MAsseyY Exurtsit No. 5 


Buick Motor DIVISION, 
GENERAL MoTorsS CORPORATION, 
Dallas, Tex., November 2, 1953. 
MASSEY Buick Co., 
Beaumont, Tez. 
(Attention: Mr. Luther Massey.) 

Dear Mr. MAsseEy: Your attention is directed to the provisions of the new 
form of Buick selling agreement herewith tendered to you for execution as 
regards the obligations to be discharged on your part, particularly inasmuch 
as you are not abiding by all of these obligations at the present time, which were 
discussed with you on March 24, 1952, May 15, 1952, October 1, 1952, January 
23, 1955, February 12, 1958 and June 10, 1953. 
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Chis deficiency is your inability to satisfactorily achieve Buick’s fair and 
chtful share of new car sales. 

The new Buick selling agreement is being tendered to you for execution at 
his time by Buick Motor Division in consideration of your representation that 

ra will correct the above deficiencies in your operation by July 1, 1954.) Should 

mu fail to do so, we reserve all our rights under the selling agreement to take 
such action as might be indicated. 

So that there may be no misunderstanding of your obligations and of the 
onditions on which the new Buick selling agreement is being executed with you, 
you please sign and return to us the attached carbon copy of this letter 

Very truly yours, 
A. J. Kemp, Zone Manager 


he foregoing is hereby agreed to and accepted this Vnd dav of Nove mber, 


ty MasseEY BUICK Co 
LUTHER MASSEY, Oirner. 

Now, they called me into this hotel the latter part of September and 

Senator Monronry. September 1954 / 

Mr. Massey. 1953, sir. Then they went over all of this and wanted 
o know this and wanted to know that and what I was going to do 

nd what I wasn’t going to do. I asked them to give me a copy of 

sand I put If in my pocket. They said: “Well, when you come to 
ign vour agreement, that is when you will have to sign this letter 
efore we will give you your selling agreement.” So this selling 
ivreement was approximately, I judge that is the date, November 2, 
At that meeting they had this letter. It was signed by me at that 

me when I signed up the new contract. Now I have one here of 
February 14, the same address or a little ditterent, Buick Motor Divi 
-ion, General Motors Corp., Trinity University Building, 820 North 
Harwood, Dallas 21, Tex., February 14, 1955. 

Before I read this letter, 1 would like to say this: On February 10, 
Mr. Kemp, who was zone manager, Mr. Loppnow, who was regional 
manager, and Mr. Don Smith came to my place. Of course, there is 
nobody in the office except me and those three, and at that time that is 
the same time they asked me to put in the wholesale parts and I re- 
fused. So they went back to their office and that was on the LOth, and 

n February 14, 1955, this letter was written to me. 

Mr. LUTHER MASSEY, 
Massey Buick Co., 
Beaumont, Ter. 

Dear Mr. MASSEY: This will confirm our conversation in your place of business 
last Thursday, February 10, 1955. 

Mr. E. C. Loppnow, regional manager, Mr. D. L. Smith, district manager, and 
the writer were in attendance at this meeting. 

The purpose of this meeting was to again discuss with you your failure to 
secure your just share of business in your area of sales responsibility. 

You will recall that we have discussed this particular phase of your business 
with you several times in the past with no apparent improvement in your opera- 
tion, 

Unless this deficiency is corrected by June 1, 1955, it is our intention to recom 
mend to the central office in Flint, Mich., that Buick Motor Division not offer you 
i further selling agreement. 

Very truly yours, 
A. J. KeMp, Zone Manager. 
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Massey Exutisir No. 6 


Buick Moror DIVISION, 
GENERAL Morons Corp 
Dallas, Tex., February 14, 1955 
Mr. LUTHER MASSEY, 
Vassey Buick Co., 
Beaumont, Tex 

Drar Mr. Massey: This will confirm our conversation in your place of business 
last Thursday, Iebruary 10, 1955. 

Mr. E. C. Loppnow, regional manager, Mr. D. L. Smith, district manager, and 
the writer were in attendance at this meeting. 

The purpose of this meeting was to again discuss with you your failure to 
secure your just share of business in your area of sales responsibility. 

You will recall that we have discussed this particular phase of your business 
with you several times in the past with no apparent improvement in your 
oOperatllol 

Unless this deficiency is corrected by June 1, 1955, it is our intention 
mend to the central office in Flint, Mich., that Buick Motor Division not offer you 
a further selling agreement. 

Very truly yours, 


ty recom 


A. J. Kemp, Zone Manager. 


Now, I am sure that mi\ trouble started in that particular time 
when I refused to LO into the wholesale parts business because at that 
time my records during the month of January were one car short of 
heir requirements, when they were doing this. 

Senator Monroney. Could I see that letter ? 

Mr. Massey. Yes, vou may have it for the record, sir. 

Mr. Herserr O'Conor, Jr. You will note that was February 1955 
and the previous one was Septeniber 1953. Mr. Massey, were vou re 
newed for 1954 

Mr. Massry. Yes. 

Senator Monroney. I was just checking this language in this letter 
to you, a Buick dealer of some 20 years’ standing, which gave you the 
economic death sentence that was then hanging over your head. 

Mr. Massey. Yes. 

Senator Monronrey. With copies of information that we had gath 
ered. This letter which vou have let us have, under date of November 
2, 1953, signed by A. J. Kemp, zone manager, which you were required 
to initial, is almost word-for-word, with the exception of a few addi 
tions, the letter referred to in the Automotive News of October 25, 
1954. In commenting upon the above-quoted letter, the Automotive 


News 


learned that Buick had submitted the new agreements and followup letters to 
between 6 and 10 percent of its 3,500 dealers. Most recipients were in smaller 
towns or suburban areas, 

The Automotive News quoted Sales Manager Alfred F. Belfie as 
defending the policy of use of deficiency letters as follows: 

We feel that this type of letter which has been in use for many years is sound 
procedure in affecting a mutual understanding with our dealers for the improve- 
ment of sales and services to their Buick customers. 

It further quotes a “Buick spokesman” as saying that the deficiency 
letters were sent at franchise renewal time to dealers lacking in service, 
general facilities, capitalization, and other aspects of the business as 
well as sales. 
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T think it could be generally assumed that this was a rather broad 


side direct-mail notice of pending execution that was sent out which 
the sales manager Says is a rather customary way of doing business 
thie es manager, nonin, being Mr. Fred F. Belfie. 

Mr. VE ASSEY. The month ot January, His operation, Hy shop opera 
tion. fixed coverage was 105.5 percent of Wy total expense, not the 


e\KDeMsSe, put the fixed coverage, to aive you some idea of the shop. 


{ 
\ecording to their report of January 1955, [ was 23.3, where the 


national average was 25.8. [Twas one car short, in other words. 

. tor Monroney. In other words, all of this was happening he 
twe ie time vou were either 1 or 2 cars short on your monthly 
au / 

Viv. Massey. I was one, because that was the latest report they had, 

ary, beeause this happened on the 10th of February. At that 


time they were there they set me a quota of 40 cars a month for the 
vear 1955. and I agreed to it. I started out with that intention. That 
on the 10th day of February, my intention of doing that. I] 


romised them I would sell the 400 cars. But on the 22d day of 
March, the district manager came back and informed ime that my 
te had been raised from 40 cars a month to 50 ears a month. 


~enator Monroney. The amount you were stepped up was about a 

percent mecrease over your 194 sales ? 

\ir. Massey. That is right. 

Senator Monronry. When vou went from 307 to 400? 

Mr. Masssy. That is right. 

Senator Monroney. Then they stepped you up another 10 cars a 
onth. which would be another 120, making a total of—you sold 307? 

Mr. Massey. Yes, sir. 

Senator Monronry. Then they wanted 10 cars more a month, or 120 
nore cars or 5204 , 

Mir. Massey. That is right. 

Senator Monronrey. So you were expected to go from 307 cars a 
ear to 520 cars a vear! 

Mir. Massey. That is right. 

Senator Monronry. In what period of time? 

Mir. Massey. That was between February 10 and March 22. T have 

letter here. It doesn’t state the number of cars but I told the dis- 
trict manager I was still working on the 40 we agreed on in February. 
his is a letter I received from the zone manager after he made his 
“This will acknowledge your agreement with Mr. Don Smith, 
listrict manager, on March 22, to employ 2 additional new car sales- 

n and 1 additional used-car salesman in an effort to achieve your 
calculated 1955 new- and used-car objectives. According to the re- 
port furnished this office, the above men will be employed in the next 
ts days. We regret to learn of your valuation of your market po- 
tential as not being in agreement with the actual facts furnished.” 
This is the letter that he wrote but he doesn’t name those 50 cars: 


report: 


We again wish to remind you of the conteuts of our letter of February 14, 
do, and your willingness to offer full cooperation to your entire organization 
0 accomplish the desired sales and service objectives in your wrea of sales re- 
sponsibility. We would appreciate being advised the names of the salesmen em- 
ployed in order to complete our records. 








325 AUTOMOBILE MARKETING PRACTICES 


Massey ExuHibit No. 7 


Buick Moror Drvision, 
GENERAL Morons Corporation, 
Dallas, Ter., March 28, 19 
Mr. LuTHER MASSEY 
Vassey Buiek Cc Beaumont, Ter. 
Dear Mr. Massty: This will acknowledge your agreement with Mi 
Smith, district manager, on March 22 to employ 2 additional new-car salesmen a 
1 additional used-car salesman in an effort to achieve your calculated 1955 new 
and used-car objectives 
According to the report furnished this office, the above men will be emplo: 
the next 45 days 
We regret to learn of your valuation of your market potential as not being 
agreement with the actual facts furnished. We again wish to remind you 
the contents of our letter of February 14, 1955, and our willingness to offer ful 
cooperation to your entire organization to accomplish the desired sales and service 
objectives in your area of sales responsibility 
We would appreciate being advised the names of the salesmen employ i 
order to complete our records. 
Very truly yours, 
A. J. Kemp, Zone Manay 
Ile doesn’t name the 50 cars. 
Senator Monroney. That was told to you as a definite fact ? 
Mr. Massry. Yes, sir; by the district manager. I have one mor 
here. I have the notice here of the cancellation. Would you like ta 


/ 


have it now at this time 
Senator Monronery. Yes, sir; you might put that in the record 
Mr. Massey. Well, on June 2 of 1955 Mr. Kemp—well, about th. 
2d of June Mr. Kemp and Mr. Don Smith made a trip to my place of 
business, and in the office with him and I only he advised me they had 
decided not to renew my contract, that my contract would play out O 
October 31. Here is a letter from Mr. Belfie’s office, in Flint. Mic! 


JUNE 6, 19 
Mr. LUuTnNER MASSEY, 
Vassey Buick, Beaumont, Tez 

Drar Mr. MASSEY: Your attention is directed to the fact that vour current 
Buick selling agreement expires automatically by its terms on October 31, 1955. 
Please be advised that the Buick Motor Division, General Motors Corp., will not 
offer you a new selling agreement, and your status as an authorized Buick deale: 
will therefore terminate on that date. 

This is in confirmation of the recent discussion had with you by representatives 
of the Buick Motor Division. 

Very truly yours, 
ALBERT H. BELFIE, 
General Sales Manager for Bui 


MASSEY EXnurpeit No. 8 


Buick Motor Division, 
GENERAL Morors Corp., 
OFFICE OF GENERAL MANAGER, 
Flint, Mich., June 6, 1955 
Mr. LUTHER MASSEY, 
Massey Buick Co., Beaumont, Tez. 

Drar Mr. Massey: Your attention is directed to the fact that your current 
Buick selling agreement expires automatically by its terms on October 31, 1955. 
Please be advised that Buick Motor Division, General Motors Corp., will not offer 
you a new selling agreement, and your status as an authorized Buick dealer will, 
therefore, terminate on that date. 

This is in confirmation of the recent discussion had with you by representatives 
of Buick Motor Division. 

Very truly yours, 
ALBERT H. BeEtrre. 





' 
' 
‘ 
' 
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Senator Monroney. Prior to your receiving that, you were called 1 
September, I think you said, to come down and spend some time wit 
the Buick representatives at the Shamrock Hotel / 

Mr. Massey. That was 1953. In 1954 they renewed my contract. 
even if 1 did sign the letter you have here. But in 1954 they went ahead 
ind signed contracts, gave me a contract in 1954. Then this came up 
ifter the Ist of January of 1955, 

Senator Monroney. Without a conference or anything / 

Mr. Massey. That is right. 

Senator MONRONEY. They just hit you without any notice or prep 
aration, although you had been a Buick dealer for many, many years. 

n both ¢ )klahoma and Texas? 

Mr. Massey. That is correct. Now, if you would like to have that 
for your — you may have it. 

Senator Monroney. We would like to return it all to you. We 
Mlay ae copies of it. 

Mr. Massey. You can have anything you want. Now, if you want 

.Lhave a letter here that they tried to get me to sign. If you don’ 
want me to, Ll won’t read it. 

Senator Monroney. [think it is pretty important. It is one of thos 

luntary discontinuance letters 

Mr. Massey. Yes: one they wanted me to sign, giving them a sell 

t letter, if you care for me to read it. 

Senator Monroney. I think it would be informative. 

Mr. Massry (reading) : 


' 
i 
' 
' 


Dealers who are desirous of getting out of business frequently ask the zone 
find a purchaser for their business. While it is permissible to furnish the dealer 
with the names of any applicants the zone has on file, Buick Motor Division cannot 
cuter into the negotiations between the buying and selling dealers. Moreover, it 
necessary in every instance to make sure that both parties understand that 
Buick Motor Division shall be the sole judge as to whom the dealer selling 

creement will be awarded. 
In case the dealer wants to notify us in writing concerning his desire t 

the following “letter of intent to sell” should be used : 


CK Moror Division, 
Dallas, Tex. 

GENTLEMEN: This is to advise that it is the desire and intention of the Massey 
Buick Co. to sell the physical assets of our dealership, and request Buick Motor 
Division, without liability or obligation on its part, however, to submit to us 
prospects who might be or become acceptable to Buick Motor Division as a deale1 

Beaumont and who might be interested in discussing the purchase of all o1 
part of the assets of our dealership. It is understood by us that Buick Motor 
Division is not a party to any sale of our physical assets that may be conclude: 
aus a result of negotiations by us with any purchaser. It is further understood 
by us that Buick Motor Division reserves the right to enter into a new Buick 
dealer selling agreement with such person or persons and on such terms and 
conditions as it may in its own discretion determine. 

May we hear from you in the near future as to the name or names of any 
prospective purchasers you are in a position to refer to us accordingly. 

Very truly yours, 
MASSEY Buick 


Massey Exuipitr No. 9 
DEALERS DESIRING To Seti THEIR BUSINESS 


MASSEY Buick Co., 
Beaumont, Tex 
Dealers who are desirous of getting out of business frequently ask the zone t¢ 
find a purchaser for their business. While it is permissible to furnish the deale: 
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with the names of any applicants the zone has on file, Buick Motor Division cannot 
enter into the negotiatious between the buying and selling dealer. Moreover, it 
Ss necessary in every instance to make sure that both parties understand that 
Buick Motor Division shall be the sole judge as to whom the dealer selling agree 
ment will be awarded 

In case the dealer wants to notify us in writing concerning his desire to sell 
the following “Letter of intent to sell” should be used. 
Buick Moror DIviston 

Dallas, Ter 

GENTLEMEN: This is to advise that it is the desire and intention of the Massey 
Buick Co. to sell the physical assets of our dealership, and we request Buick 
Motor Division, without liability or obligation on its part, however, to submit to 
ls prospects who might be or become acceptable to Buick Motor Division as a 
dealer in Beaumont and who might be interested in discussing the purchase of all 
or part of the assets of our dealership 

It is understood by us that Buick Motor Division is not a party to any sale of our 
physical assets that may be concluded as a result of negotiations by us with any 
purchaser. It is further understood by us that Buick Motor Division reserves 
the right to enter into a new Buick dealer selling agreement with such persons or 
persons and on such terms and Conditions as it may in its own discretion determine 

May we hear from you in the near future as to the name or names of any pros- 
pective purchasers you are in a position to refer to us accordingly. 

Very truly yours 


Masspy Buick Co. 
By 


(Person as named in paragraph third) 
10/12 55—I was requested by Don L. Smith to sign the above letter. 


They brought those forms 

Senator Monroney. Had you gotten a cancellation first before you 
voluntarily wished to submit this / 

Mr. Massry. Before they presented this. I did not sion it. The 
district manager had one of them and I told him that I would not 
sion it but I ae like to have it. He said that he couldn’t give it 
tome. I said, “Well, 1 want my attorney to look it over.” And he 
said, 7 . have you Ot s ymebody to copy if ere I said “They have 
FOI oe else to do besides COpV that.” He said “Give me a 
typewriter and I] will copy ee 

He cop vied it off himself and gave it to me. I did not sien it. 

senator MoNnRON! xs W hat has happened to your business, then. 
since then? Did you own your own real estate / 

Mr. Massey. Yes: I owned the whole thing. It was sold. I didn’t 
sion the agreement for them to sell out, so mv contract ran out on the 
Sist day of October, and on the 2d day of November Mr. Kemp 
showed up and wanted to know if I had any prospects. I had taken 
: man up there that had the money to buy it but some way it didn’t suit 
them. So he stayed there about a day and a half and t: ilked to several, 
I don't know who. I fin: Uly made up my mind that anybody that I 

° st would not suit his deal, and he left town. 

On the 7th day of November, Mr. Little, Mr. Hubert Little, and 
Mr. epee who is the region or zone manager for Motors Holding of 
Dalla ‘ame to my office. ‘That is on the 7th day of November. Pre- 
vious to that they had called me and told me Mr. Little had been picked 
for the dealer. Of course, I didn’t know at that time that Motors 
Holding was in the deal but when Mr. Miller showed up, of course, 
immediatelv I knew | 





mioht cno 
iil i BL 


he was. So we got down to business and I asked 
him very frankly what his little red book said. 

He said, “What do you mean by ‘little red book’? 

[ said. “You Motors Holding boys have red books.” 
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Ife said “What do you know 


about them ¢” 

I said, “I sold out to you in 1937 in Dunean, Ol 
rocedure.”’ 

I did not tell him—I asked him what he would do about the parts, 
nd he immediately told me that 1946 to 1949 parts he would pay me 
) cents on the dollar, or 50 percent of the cost price of them at that 
me. On the 1950 and 1951 parts, he would pay me 75 percent of the 
ost of them, and on the 1952’s through 1955's, 

, they would pay me LOO percent on my parts. 

The accessories, they would take any 

he 1956 Buick. Otherwise, they 


RO Monroney. No other accessories, but it had been suggested 
at you buy all of those 


recessories in the numbers and quantit 
it the sy directed: is that correct / 


Mr. Massey. When I signed the contract in November of 1954, they 
id the aecessories all made out and I asked them if it was necessary 
»sign all of those orders for parts at that time, and they said “Yes,” 
*T wanted the contract. I siened that order and ~~ shipped half 
f that shipment on December 1, and the other half 1 1 March. 

Their contract provides that they will 
ive been in stock over 6 months 


e accessories, 


<la., I know you! 


which consists of 4 
anecessory that would fit on 
would not take them. 


take back no accessories that 
and, of course, It had run the limit on 
Senator MONRONEY. 
Mr. Massey. Yes. 
Senator Monroney. What about the cars you had / 
Viv. Massey. I had sold all of them. 

Senator MoONRONEY. 


You were stuck with those ? 


You had no new ea 
| ‘ ] } ‘ } _ . 1y 
keep and sell ont as best you could ¢ 

Mr. Massey. That is right. 


I 


rs but the used cars you had 


4 


nator MonroNnry. You Lot nothing for 
Mir. Massey. That is right. 

Senator Monroney. Did vou get value for 
Vir. Massey. They 


1 ag hh 
eoodwill ? 


vour tools? 
were very liberal with me, I will savy t 


; 4 ay this in re 

ttothem. Why? Ican’t answer that question. I had the parts 

de out and listed and T went through it and put down a price that I 
onsidered that they were actu: ally worth. 


Senator Monronry. You mean the tools? 
ir. Massey. The tools and the equipment. 


Senator Monronry. The parts were price «dat 50 percent on up? 
Mr. Massey. That is right, the office 


) 


Pequily ment, the ho yequly nent 
rdait all typed up, the price I had o yp posite eac h one, and Mr. Miller 


ent over it in about 15 minutes and he turned around to Mr. Little and 


“You couldn't buy that much ji ink for $18,000.” 

: said: “All right, that is up to you. 
Ife said “Well, give us the selling agreement with an option until 
he Ist day of December.” and those boys never went and looked at the 
equipment at all that | know of. | never took them ana showed then 
he equipment, 
Senator Monroney. But how much did you get out of the business ¢ 
Massey. I got about $44,000 and some out of the business. J] 
got nothing for anything that was of any value except just the part 

ind the equipment and stuf. 
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Senator Monroney. The physical parts, standing raw and de 
preciated, and on the basis of the automobile parts and everything 

Mr. Massry. Yes. 

Senator Monroney. So as a going concern it went on immediately 
ind whatever value was entailed in that you didn’t get ? 

Mr. Massry. That is right. 

Senator Monronry. What would you estimate the difference be 
tween the cost of the going concern would have been and that whic! 
you finally got? 

Mr. Massey. If they had let me sell it to a willing buyer, it woul 
have brought anywhere from $50,000 to $75,000 more money. 

Senator Monronry. So you lost out on the twenty-some-odd years 
hat you had? 

Mr. Massry. Yes. 

Senator Monroney. You may resume your statement, if you wish 

Mr. Massey. All right. 

I contend that when you destroy the servicing dealer and replac: 
him with razzle-dazzle dealers, you destroy public confidence in auto 
mobile marketing. 

I am attaching to this statement a number of letters sent to me by 
the Buick Division, General Motors Corp., between 19538 and 195: 
when my franchise was canceled. 

have been in this business for a long time. IT could tell you how 
our zone forced Buick dealers to buy monkey suits at $125 each for 


| day’s use at the meeting in which new models were announced. 
Now, by monkey suits—we were sent a letter and asked to send in a 
heck of $125 each. If you and your sales manager went, it was 
necessary to buy one of these suits. This happened several years ago 
if you were coiling to the new car show. Now this is one of the « oats 
hat came with that. You boys can see it. This was designed by the 


Southern Area Dealers of Buick Motor Division, by Goldsmith, 
Memphis’ largest store. 

Senator Payne. That is all wool, isn’t it? 

Mr. Massey. I guess it is. This is the pants that went with that 
suit to make it up. 

Senator Monronrey. Would you put on the coat for us? Is there 
a vest that goes with it? 

Mr. Massey. Yes. The hat you had to have was one of those 
l'exas 

Senator Monronry. Do you have the hat? 

Ir. Massry. I didn’t bring it. It is one of the big hats that Texas 
has, a Stetson that cost $20. 

Senator Monronry. That, in company with the trouse rs, the vest, 
and the coat you say cost in the neighborhood of $125 

Mr. Massey. We had a little bow tie, too. 

Senator Monronry. W _ were you suppose to represent ? 

Mr. Massey. You say. I don’t know. Now each zone would have 
different hookups. Your State had Indian suits. There is the In- 
dian suit there. Each zone had different dresses. The boys from 
Tennessee had coonskin caps and what have you. 

Senator Monroney. Did Senator Kefauver get a royalty on the 
coonskin cap ? 


Mr. Massey. This is some of that Indian stuff. 
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senator Monronery. It looks like it could be. That was to go to 
new-car dealer showing. 
You had to wear those how long? 
Mir. Massey. One day, then vou could take them off. 
senator Monroney. $125. 
Mr. Massey. Of course, they said in that $125 that paid for part of 
entertainment, the drinks and the eats. 
senator Monronery. The photographers might want a picture, if 
i would just put that coat back on. 
Mr. O’Conor. Was this your coat, too | indicating | 7 
\ir. Massry. No, that was some other State. 
senator Monroney. Mr. Busby, will vou display the Indian suit ¢ 
e committee will be in recess. 
Short recess taken.) 
Senator Monroney. Now going back to your statement, Mr. Massey, 
e bottom of page 10 you say: 
an tell you how our zone forced Buick dealers to buy monkey suits at $125 
r 1 day’s use at the meeting in which the new models were announced. 
ed the word “forced” there with this definition in mind: “You buy the suit 
every other dealer in this zone so you can be part of the team and help us 
ke a good public showing for Buick in this region or zone.” 
that correct / 
wr. Massey. That is right. In other words, they would send you 
rer and ask you to send that check in. 
~enator Monroney. They did send you a letter / 
\fr. Massey. Yes. I don’t have the letter. 
senator Monronry. Now these came from where, all of these suits? 
Massey. I don’t know whether all of them did. The label on 
one, Senator, is Memphis, Tenn. It came direct to me from 


} 


phis. it says: 


signed for the Southern Area Dealers, Buick Motor Division, by Goldsmith, 
iis’ Greatest Store. 
ator Monronry. Goldsmith’s, Memphis’ Greatest Store / 
‘ir. Massry. Yes, sir. 
senator Monroney. Do Vou know whether these suits were cus- 
rv in all of the Buick shows in other zones ? 
Mr. Massey. They were; yes, sir. 
senator Monroney. Representing States and things like that? 
ir. Massey. Yes, in that southern area. I dont know what they 
ip in this country. T never knew. 
~enator Monroney. But vou don’t know how many of the 3,500, 
eve you said, Buick dealers 
Mr. Massey. They have three areas down there, west coast, southern 
and then the Midwest. I didn’t see any of the other boys, just 
southern region. That would be down taking in Virginia and 
down through that country there. 
Senator Monroney. I was just trying to determine how many Buick 
ealers there were. 
Mr. Massey. At that time there were around 3,000 or 3,100. 
Senator Monronery. Around 3,000, and you think they all were re- 
ired to buy these ? 
Mr. Massry. I don’t know. I wouldn’t make that statement. The 
thern area boys were, and I would say if I were just going to reach 
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up a figure, I would say around 900 would be to that area meeting 
There were that MANY dealers, and if they brought then idles m 
agers, they had to have them. too. 

senator MONRONI y. Kverybody had tO have a suit. 
Mr. Massey. I bought 2, 1 for my sales manager and 1 for my-e 
Senator MoNRONEY. S250 for the suits / 


Mr. Massey. If I remember correctly. They didn’t say it was a 


for suits. Phey said part Of It Was entertainment the bev ana t 
eats. 

Senator Monroney. Dut it was billed to you by Gevers! M 
Was It é 


Mr. Massey. We sent the check in with the orders. 

Senator Monroney. I see, to General Motors / 

Mr. Massey. Yes: sent it to Buick. 

senator MoNRONEY. But you ot the inipression from the lett 


1 t= t { . | 
vou received that 1f you wanted to come to the party you had to wea 


or 


the masquerade; is that right ? 

Vir. NT ASS] . | dol *t know whether they would have throw VO 
out or not. 

Senator MoNRONEY. Did vou see any dealers there thiut vou K 
without the suit / 

Mr. Massey. No: I sure didn't. 

Senator Monroney. They may have been lurking in the wings if 
there were any. 

Mr. Massey. That was some 3 or 4 years ago. They haven’t done 
it in the last } years, This particular suit I think was at the Shamrock 
in Houston and probably baek in 1950 or 1951. 

Shall I proceed ¢ 

Senator Monroney. Yes, please. 

Mr. Massey. If you did not buy you did not get sufficient cars at the 
first part of the season. But if you were on the team you had little on 
no trouble getting your franchise. If vou were not on the team Vou 
cot what I now know as “the Massey treatment.” 

Asa country dealer in the Southwest I have little ren a | 


is the baste policy of the Detroit “fathers” of this business. I knovy 
the business only from the ‘tandpoint of a dealer's operat has it re 
lates to his employees and to hs customers and to ht fey rOrve Zoe 
personnel, How much of the abusive pra tices in the Industry Orig 


nate in Detroit and how much stems from the action of the zone 
office itself | do not know. But I would respectfully suggest to this 
committee that an interrogation of zone office personnel might prov 

to be an interesting and profitable experience. In the South we have 
an expression, “Look for the skunk under the barn.” I would suggest, 
~ ! 


sirs, that not all of the barns are located in Detroit. 
In conclusion, centlemen, may I say to you again how much we 


apprecl ite what this committee is doing. 
May I say, too, Mr. Chairman, that your study cannot be really 
finished until the small, independent businessman like myself can 
stand up against the giants in a court that operates by the law—law 
set by the people’s Representatives in Congress. 
Senator Monroney. Thank you very much, Mr. Massey. 
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\ivr. Massey. I appreciate very much having the opportunity of 
ne before you. i do not have why der of ever going ito tl 
obile business. | tun too old i any dome it fol those that. Oo 
\\ 
a itor Monroney. It ms been vour business } 1} mast ie 
Vy vears. 
\i1 “Mass! y. That is right : Ho \ AL'S, 
“oengator NIONRONREY. And vou Herve observed eC Cl) \O'es that 
el place In it In recent vears, Is that correct / 
Mr. Massey. Correct, sir. It is for those that are in it or that may 
> thin Iam doing thi 
= ator MoNRroNny. Senator Payne 
sSepnatol PAYNE. No questions, 
\in NIASSEY. If there are n\ questi ls, j would be bap ps { el 
itor MoNnronry. Senator Thurmond 
Senator TirUrRMOND, No questions. 
oO} Mi NRONEY. \] L\ | a k if thie re were other exan ples besides 
irement to bry hese Indian suits and ecolonel’s uniferms « 


l ie@V Were 1h connection V th) your experience in the past Tew 
uch as donations to funds for incoming or outgoimne zone offi 
or district sales personnel ? 

"ff 


Mr. Massey. Well, that has been done. Zone managers 


vever, 1t Wa n't very much. My proporvion of it would usually 


S30 or S40 and in that zone they would not collect off all of them. 


+1 é > 1 } I ] 
nthat day L judge they had around 240 or 250 dealers. I do not 
| z . S a 1 } 1 ° ' { 
What percentage of them would make donations. [know of some 
' 


. fG l ' 4 
brought a brand plano for one ana COW DOS boots and ptexXas nats 
4 
senator Monronry. Yes. Were there any other solicitations made 
/ 


Massey. No, sir; we never were solicited for any campaigi 
| 


ts of officials that mie@ht come into the zone from the factory. 


of any kind. In their dealers meetings, back 4 or 5 years ago, 
isted very much that they would sure like to see a change in 


thilsslon. 
senator Monronry. No direct solicitation purporting to represent 
ictory % 
\Iv. M ASSI y. No, I do not know whether they knew that the answer 
id be “Hell, no.” or what. But it would have been. 
senator Monroney. Any further questions ¢ 
senator Payne. IT just want toask one. [Twas noticing on your sales 
there for the area that when they were complaining about the 


that you weren't reaching the sales that you should, you actually 


re outselling Plymouth at that particular time / 


\Ir. Massey. Yes. . 
Senator Payne. And you weren't too far, relatively speaking, be 
id either Ford or Chevrolet. 

Mir. Massey. That is right. Those forms, those records are 


want them. 
Senator Monroney. I think it would be a good idea to put 


rd in Senator Pay ne is speaking of because it is rather indicative. 


here, if 


Tt 
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MASSEY EXHIBIT No. 10 
PER New. CarR ANALYSIS OF DEALER OPERATIONS THROUGH JAN. 31, 19 


Dealer: Luther Massey. 
Location: Beaumont. 


Similar dealer zone average 


A verage Month of Phre I , 
1954 Ja ry 195 January 195 br 
J par 
‘) I 5) 2h) “i 
| 2 9 
l 142 13 i 
| \ r r 48 . 
| \ ( ) 
| 1 6Y ST »] 
\ I 4 ‘ 
I) 4 
i x 4 S4 
A I H ys S 
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N ‘ rer om be . 
Qa) 10) ‘ ile 
) le } 
4) r m4 Iso sO 
N ‘ ls s 
Buiclh me tropolitan cil standings (cities over 50.000 population sha 
Southwest region, January 1955 
ercent ; * 
I la Sale 
‘ veal 
Year to date 
Rank late kk 
Aust D 8 . 
Lubbo¢ OKI ( 29 
Lare ‘ Dall 29 
VW I Kar i bd. 
E ‘ El 1 < t 
H n (Me ‘ ID t 2t 
D Met é ( 2 ) 
Ok I ( 2) yklahor ( s 25. ¢ ' 
s \ L¢ Dall ) 
ty f a + 5 
Pu Oklahor ( 4 ‘ 
W f Dall 2 24.4 
\ € p Zz ~ 
I ¢ Dall 23. 4 ; 
Beau é ( } I } 
S A Ni \ r 1¢ l 22. | v 
kK ( Me 4 M Ka ( l¢ 21.9 24 l 
I City { 22 9 & 
| City, kK 20.9 s ’ 
Fort W Me 4 l'¢ Dalla 21.7 9 21 s 
Cor ( ¢ 10 1S 20. 7 7 l 
Pl riz Fl Pase 19 20.3 Ss 17 
St é M Kansas City 20 19. 2 ) I } 
AY Oklahoma City 21 15.9 17 aI 8 
For irk 1 22 15.7 13 22 7 
Al lerque, N. M El Paso 2: 14. 2 17 2 
Topeka, Kar Kansas City 24 13. 3 0) 2 
Wichita Falls, Tex Oklahoma City 2 11.5 285 24 


Mr. MASSEY: Need more Buick sales here. 
A. J. Kempe 
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; opolitan euly standings (citics over 50,000 population shoun) Januar 


1955 
Percent 0 Q Per 
Kank pl class Rank 1 
it 
) 2 29 14 
tol ; 2¢ ‘ 
4 20.9 i( 
Ange ‘i 2 2 
‘ t 24.7 { 
i 24. | 
14.4 
erage 23. & 
Wy} s } 
int 4 } 
Wor 2} . 
Christi 2 U ’ 
ViIASSEY: Below average: a bad start for 1955 
A. J. KEMI 


BurcK Moror DIVISION, 
GENERAL Morors Corp., 
Dallas, Tex., April 5, 1 
BULLETIN No. 55-46 
| Buick Dealers: 
ive attaching the January 1955 Buick dealer community registration 
as it affects your area of sales responsibility 
Ve are certain you will want to examine this attachment carefully to determing 
k market penetration in your area. lor comparative purposes, nationa 
nt of price class Was 23.8 percent and national percent of industry was 11 
ent. The Dallas zone percent of price class was 24.6 percent and percen 
ndustry was 10.9 percent. 
\fter you have had an opportunity of reviewing the attachment, we woul 
reciate any comments you may wish to make 
Very truly yours, 
A. J. Kemp, Zone Manage 
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Mir. Massey. The ire Buick Motor Co. figures vou are looking 
thr Here area bunchofthem. IT have from January until Aug 
Lyi Lue t I quit sending them to me. ()f course, they qu 

ding me cars Phey sent mea few cars after they notified me 

as being discontinued but L had to keep prodding them and in tl 
month of October when L had 20 days more to go they shipped n 
(more I 

Senator Payne. The sheet Tsaw was January. Did approximate! 
thicat same ratio hold true right on down 4 


Mir. Massey. Yes. 

Senator Payne. Of course when you started to get shut off, natu 
rally it couldn't. 

Mr. Massey. That was the January report. That is Buick Moto 
Co.’s figures, not mine. We get that sheet about 60 days—in other 


words, for January we would not probably get until March. But th 
zone office had those figures when they were giving me those threater 

o letters on February 10. <All thes knew about my operation was 
whet | had done in 1954. They weren't satistied with that and thei 


in February when they started adding up my figures I was one cai 
short. If I had had one more sale in the month of January there | 
would have been up to the national average. 

Senator Payne. You have been in this business a long time, and 
Ia nelined to agree with you that you do not know where the blame 
s, but vou think maybe they better look for the skunk under the barn 


Mr. Massey. Yes. 
Senator Payne. During the years that you have been in the business 


didn’t you generally find—-I admit there were times perhaps when you 
had disagreements—but didn’t you generally find that the relation 
ship between your zone managers sid your fieldmen and so forth wer 
reasonably harmonious with the dealers ? 

Mr. Massey. Yes: this started in 1953, the big part of it, but our 


1¢ 


big problem was in 1955.) You will remember one of General Motors’ 
big plants burned up with their hydramatic transmission and at that 
time Buick motor diy s1on st: uted to build cars that the other unit: 
could not build and they flooded t the country with them and | could 
te)] you lots of threats I received over the telephone because I would 
not take more cars. 

At one time 1n ‘ Dallas zone I was told that they had 1,200 cars 
ting’ on the oy They had ¢ i big lot. ‘Those cars were shipped 
there and They forced the cee rs to Tt ake t those Cars. Ile could do as 
he pl leased with them. Then after the new car was announced they 
forced everybody to take them and then what few they had left after 
the new car was announced they took another 5 percent discount off. 
They didn’t take anything off until the new car was announced. But 
f had all of those cars in my hand. They would give me the first 9 

or +} percent above what. I sold 

Senator Payne. But this is a great pressure that has grown in the 
past few years. 

Mr. Massry. That is right. 

Senator Payne. It is not ee with the automobile business 
and never was the policy 3 1 effect until these recent years. 

Mr. Massey. The last 3 or acai that is correct. 

Senator Payne. The policy under Alfred P. Sloan was never like 
it 1s today. 
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Mr. Massey. No, sir; it certainly was not. 
Senator Monronrey. What was the dealer’s feeling at the time Mr. 
Sloan was } resident of General Motors 4 
Mr. Massry. He was very much liked by everyone in the who 
ne. the whole United States. I do not believe that he O. K.’s the 
tactics being used today. 
‘ 


PFenavor \MIONRONEY Of course, he Is not In active management Oo} 


] 


ic 


ne coneern. 

Mr. M ASSEY. That is right | have a frie «| that wrote to him di 
rectly. This particular dealer had Buick and Pontiae. He had had 
Bui k for 42 vears. 

He had Pontiac with Buick for 21 or 22 years. They gave him an 
old contract on Pontiac, He wrote to Mr. Sloan personally. He knew 
him personally. He wrote to him and Mr. Sloan wrote back and told 
him that he was inactive—even if he was chairman of the board—but 

could not agree with some of the policies, 

Senator Monroney. Had Mr. Sloan been in active management of 
the General Motors Co. and you received this cancellation by mail 
would you have felt, since you were 1 or 2 cars short of your quota 
or those months and although selling close onto Plymouth and hot 
far behind Chevrolet, that you could have appealed to him and in 

rested him personally In your problem 4 

\lr. M ASSEY. | fee] like l could, | do not know hecenuse we had none 


of that back in that time. They were around hegoing us to take their 
dealerships, sir. When I went to Beaumont the man I sueceeded or 


vent down there and bought his stuff, he was there 19 months and lost 
320.000, He came from ¢ ‘hicago down there. It took him 19 months 
to lose his 825,000. Tam sure they will tell you that I only put fifteen 
or seventeen thousand dollars in the business at that time. But they 
were bevomnge vou to take their dealerships. It was quite different. 

Senator Monronery. Did you have any help from General Motors 
hnancing / 

Mi. Massey. In the paper, Ves. 

Senator MONRONEY. | don't mean in the paper. I mean in the 
husiness. 

Mr. Massey. No, sir. 

Senator Monroney. You put up that capital yourself ¢ 

Mr. Massey. That is right. They had nothing to do with it. I 
never worked on a motor holdings setup. 

Senator Monronry. You probably floor-planned them. 

Mr. Massky. Before the war, but after the war we paid for ears. I 
have to have the money in Dallas before they load them. The cars 
come from Arlington. 

Senator Monroneéy. But you paid Detroit for them. 

Mr. Massey. Yes. 

Senator Monroney. How far is Beaumont from Arlington ? 

Mr. Massry. About 300 miles. 

Senator Monroney. So actual shipment by truck would run about 
what? 

Mr. Massry. It reverts back to somebody else’s total. They prepay 
the freight. We pay nothing. They prepay the freight and add it 
to our Invoices, 
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Senator Monronry. Do you have any idea of what their prepayment 
of the freight by truck would be ¢ 

Mr. Massey. No; 1 donot know what they pay. I know about what 
they charge us. It runs about $160 to $170 and on the middle one 
about $150 and the larger units run around $190 each. 

Senator Monroney. $160 to $190 ¢ 

i. Massey. That is right. 

Senator Monroney. But that is Detroit freight, although the car 
comes from Arlington. 

Mr. Massry. That is right. I do not know what they pay to have 
those cars hauled down there. : ; 

Senator Monroney. What would you think would be the fair 
trucking price? 

Mr. Massry. Some of the boys buy cars in Detroit and get them 
hauled down from $60 to $65 a unit, the unauthorized dealers. 

Senator Monroney. That is from Detroit. 

Mr. Massry. That is right. 

Senator Monroney. But you’re hundreds of miles closer to Arling- 
ton where your car comes from. 

Mr. Massry. Uhat is right. 

Senator Monronery. I was trying to get the approximate freight 
if you knew it. 

Mr. Massry. I do not know. But I am sure that it doesn’t cost 
them—I asked a quotation one time from an independent truck boy 
and he said they would make the trip for $120 with four cars. 

Senator Monronery. That would be $30 a car. 

Mr. Massey. Yes. 

Senator Monroney. That I think would be rather logical for that 
distance. 

Mr. Massey. That is what they told me. 

Senator Monnroney. But you are paying from $160 to $190 on De 
troit freight. 

Mr. Massry. That is right. 

Senator Monroney. So if that $30 was about a reasonable going 
rate, say take the middle figure of about $170, you were paying about 
$140 phantom freight less the incoming parts that were used for the 
assembly of that car. 

Mr. Massey. That is right. And that is passed on to the consumer. 

Senator Monroney. The consumer gets that and pays the full bill 
so it is all on the consumer’s back. 

Mr. Massey. That is right. 

Senator Monroney. You have not one cent of profit in the freight 
component ? 

Mr. Massry. No. 

Senator Monroney. You are compelled to pass it on and sign it up 
as a contingent finance liability against you until the time the car is 
sold, and then you pass that freight on. 

Mr. Massry. That is right, it is passed right on to the consumer. 

Senator Monroney. Let me ask vou about the financing before we 
dismiss you, sir. You have been very helpful to us. Do you sell your 
paper when you sell a car. 

Mr. Massey. Yes, up until August of 1954, I sold all of my paper 
without endorsement, 100 percent. 
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Starting in August 1954, or in July of 1954 the inde ‘pendent finance 
companies, Associates Finance, Pacific Finance, and CIT and Com 
mercial Credit, those boys would buy the good deals—they wanted 
he cream but wouldn't take any of the whey. 

Senator Monronry. W ithout recourse. 

Mr. Massry. Yes, if I may answer it in those words. So I was 
bound to go to a recourse deal which I considered ; the General Motors 
Acceptance Corp. were a good corporation and they were in the family 
and I felt like I should give it to them rather than to someone else and 
endorse it, which I did. 

Senator Monroney. So you went to recourse in August 1954. 

Mr. Massey. Yes. 

Senator Monronrey. Wasn’t that just about the time that the 3 
vear terms again to be announced by GMAC and Unive rsal Credit ? 
~ Mr. Massey. I think Universal Credit or some of them did it more 
than GMAC did. In our particular part of the country GMAC will 
earrv it on 36 months, but most of it. I do not think that I have a deal 
mavbe one deal of 36 months. Nearly all of my stutl was 30-month 
deals. I have endorsed that. I have about $450,000 worth of paper 

th GMAC endorsed. I have $18,000 reserve up against that $450.- 
000, It will take me 2 years or better to know whether I am whole 
or not. 

Senator Monroney. Whether you owe part of that $450,000. 

Mr. Massey. Right. As repossessions come back I have to take 
those repossessions and pay them a hundred percent of what they owe 
on it, less the small amount of discount and resell them. At the 
present time I am getting from 6 to 8 cars a month repossessed. 

Senator Monronry. You say practically every finance company 

the business—and TI think this is pretty important, on or about 
Aucust 1954 all of f them went off of the nonrecourse and onto the re- 
course type is that true? 

Mr. Massey. Well, there are a few. I know a Ford dealer and I 
| nowa€ hevrolet dealer who are still selling the) F paper to an inde 
pendent and they are taking it across the board without that. 

Senator Monroney. That is an independent. 

Mr. Massey. Well, GMAC never had a recourse. There was a 
rumor they would. They would do this. You send the paper in and 
they set this reserve up. It may amount to 5 percent. We will say 5 
percent. If I had taken a notion I wanted that nonrecourse I could 
give them a 90-day written notice t hat I wanted to get out from under 

aper and if I would pay them 3 percent of the outstanding, if 
I ow ea them $400,000, I would pay them 3 percent of the outstanding 
and they would take th: at from there on out without a recourse. 

Senator Monroney. Would you get any of the 3 percent down? 

Mr. Massry. None of the 8 percent. If you had above that you 
would get that. 

Senator Monronry. But they make that extra, then. 

Mr. Massry. Yes, they get that 3 percent. That is the way GMAC 
operates. I can if ive them a 90-day notice but if there are any of those 
deals that are shaky you can be sure they are going te bring them 
in to me, 

Senator Monronety. But as far as you know, something happened 
along about August 1954 among the interstate finance ec ompanies where 
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hey had been accepting paper without recourse and where they wei 
toa poli \ of taking it with recourse: 1s that correct / 
Mr. Massey. My opinion on that now is our economics kind ¢ 
ped down a bit if vou remembe r correctly at that time. 
Senator Monronry. Don't you think there is anything strang 
pout them all coming to that conclusion at the same time / 


Mr. Massry. [ judge their experience had been kind of bad. Bank 
my town will take deals. ‘There are three of them. Any of ther 
| ta e anew ear deal and take 1t without recourse if they Pas 

on the paper, f it is one of their customers. One of the banks wi 
rive us a little reserve of 1 percent. This particular bank charges 
percent of the outstanding and at the time they pay the dealer fo 
the papel they elve him | percent of that 5 percent as a reserve, bi 
they take it without recourse, all three banks do. 

Senator Monroney. But Lam talking about the change in policy 
that you feel took pl ice in the interstate finance companies about that 
time. 

Mr. Massey. That 

Senator Monroney. As far as you know, they all came to that re 
eourse paper ¢ , 


Mr. Massry. Yes. 
Senator Monroney. Excepting GMAC, which you say never had 


nonrecourse. 

Mr. Massry. That is right. [ have sold them lots of paper, but 
never any W itnout any endorsement. 

Senator Monroney. Any further questions 4 

Mr. O’Conor. May we offer copies of the letter Mr. Massey wrote 
to the Buick Motor Division complaining about bootlegging / 

Senator Monroney. To which he received no answer ? 

Mr. { »*¢ ( NOR. \ es 

Senator Monroney. Yes, | would like to have them. 


Massrey Exuinir No. 11 
FEBRUARY 23, 1954 
Buick Motor Division 
Dallas, Ter. 

Dear Mr. Kemp: On February 17, 1954, Don Sparks, owner of Sheppard Motor 
Co., a used-car lot, delivered off his lot to Durl O. Ward, 3840 Buffalo Street, 
Beaumont, Tex., a 1954-48D Serial No. A-4003041 
cording to transfer papers, he bought the car from Fred Thompson Buick 
Co., Fordyee, Ark. During 1955 this dealer furnished this used-car lot over 20 
huicks for his lot. 

[If you could have Memphis to stop this practice, it sure would help us. 
I am enclosing an ad out of the local paper that this lot is running. 
Anything you can do to help will be appreciated 
Yours very truly, 
MASSEY Burcxk Co.. 
LuTHER MAssey, Ovoner. 
[Handwritten note: No answer. ] 


MakcuH 3, 1954. 
Mr. A. J. KEMP, 
Buick Motor Division, 
Dallas, Tea. 


DEAR Mr. KEMP: Ratcliff Motor Co. of Jasper, Tex., delivered the following 
cars through a used-car dealer in Beaumont, Tex. 

1954-52 Super, Serial No. A-8001276, which was delivered to Paul B. Quattle 
baum, 2627 Forrest Street, Beaumont, Tex. 
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54-52 Super, Serial No. A—4002591, which was delivered to EK. RK. Licl ur 
») Lakeview Circle, Beaumont, Tex 

e above dealer has more cars in Beaumont, which I haven’t been able to 
he numbers on so far I will send them later 


you could stop the above kind of deals, I sure would appreciate if 


Yours very truly, 
MASSEY Buick Co 


lilandwritten note No answer ] 


Mr. JOHN ALFORD, 
Buick Motoz Division, 
Dallas, Tex 
Dear JOHN: Sheppard Motor Co., Don Sparks, has delivered the following 
from Fred Thompson Motor Co., Fordyce, Ark. 
EK. R. Tedwell, 1335 Ashley, Beaumont, Tex., 1953 Motor No. 71196374 
J 


MeMcCormick, 2405 Lucas Drive, Beaumont, Tex., 1954 Century 61 
en’'t been able to get the numbers 
( A. Hafer, 2545 Lucas Drive, Beaumont, Tex., 1954 Century 61, power steer 
They have gone after this car today Don’t have the numbers 
Anything you can do to stop this sure will be appreciated. 
Yours very truly, 
MASSEY BUICK ( 
LUTHER MASSEY 
[Handwritten note: Noanswer. L. M.] 
» S. Sure need some 46R—-41 D-—66R and 61. 


LA H 11 } 
1 Hl \ D 
k Motor Di S107 
Dallas, Tea 
Dear JoHN: Don Sparks, Sheppard Motor Co., used r dealer, delivered for 
Fred Thompson Motor Co., Fordyce, Ark., the following car to A. M. Carruth Dis 


ng Corp., 1480 Liberty Street, Beaumont, Tex., 1954 Buick 4-doot1 Riv 
lan, Motor No. V—2564927 
ave delivered several more 1954 Buicks 
e nul ers later 
If you can have the Memphis zone stop this flow of new cars to this dealer, it 
e would he ip me out 
urs very truly, 
Massey Buick C 
LUTHER MASSEY, Oirne? 


Handwritten note: No answer. ] 


buick Motor Division 
Datlas, Tea 

/HAR Mr. KemMp: The following car was sold by Riverside Motor Co., used ear 
ealer; 1954 Buick sedan, motor No. V—3190814, to James E. Slenk, 712 12th 
Street, Beaumont, Tex. This used car dealer received four Buicks at the same 
ime. I will send the numbers on the other three later I don’t know which 
ealer they came from 

The following five curs came from Fred Thompson Buick Co., Fordyce, Ark., 
sold by Don Sparks, Sheppard Motor Co.; 1954 Tudor, motor No. V-—-2962484, 
sold to Robert E. Morgan, 2048 Delaware, Beaumont, Tex.: 1954 sedan, motor 
No. V-3083966, to H. J. McCormick, 2405 Lucas Drive, Beaumont, Tex.: 1954 
sedan, motor No. V—2933785, to Albert Ross Kinconnon, 2635 Cartwright, Beau 
mont, Tex.; 1954 sedan, motor No. V—-2917016, to C. A. Hafer, 2545 Lucas Drive 
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Beaumont, Tex.; 1954 sedan, motor No. V—-3062814, to L. C. McCullor, Box 
Vidor, Tex. (6 miles from Beaumont, Tex.). 
Please try to stop this dealer, if you can. It is Memphis zone. 
Yours very truly, 
Massey Buick Co., 
LUTHER Massey, Owner 
| tiandwritten note: No answer.] 
MArcH 16, 1954. 
Mr. A. J. Kemp, 
Buick Motor Division, 
Dallas, Tez. 


DerAR Mr. KEMP: The following car was sold by Riverside Motor Co., used car 


dealer; 1954-76R, motor No. V-3312267, to Michael Graham, 2667 MeFadd 
Street, Beaumont, Tex. The manufacturers’ certificate shows Leo Vaug 
Motors, Nocona, Tex., transferred this car to Texas Leasing Service by T. ] 
Albert, 2603 Fannin Street, Houston, Tex. They have four 1954’s on the lot no 
I’m sure they came from this dealer 


The following cars were sold by Sheppard Motor Co., to F. T. Perry, Jr. 62( 


Wade Street, Beaumont, Tex., 1954-52R air-conditioned Buick, Motor No. \ 


17382945, March 1, 1954. I didn’t find out if this car came from Fred Thompso1 


Buick Co., Fordyce, Ark. 
The following car came from Fred Thompson Buick Co., Fordyce, Ark., so! 
by Don Sparks, Sheppard Motor Co.; 1953-45R to Mrs. Harvey Trahan, 413 


Arthur Street, Beaumont, Tex., on February 2, 1954. Two were straight sales 


} 
A 


Please see if you can stop the above dealers. It sure hurt. Two were straight 


Sales. 
Yours very truly, 
Massey ButcKk Co., 
LUTHER MASSEY, Owner. 
{Handwritten note: No answer 


Marcu 17, 1954 
Mr. Jonn ALrorp, 
Buick Motor Division, 
Dallas, Ter. 


Dear JoHN: Our friend, Mr. Ratcliff, at Jasper is giving one of my Salesmar 


trouble My salesman is trying to sell Eddie Monlezum, 1656 Avenue H, Beau 
mont, Tex., a 1954-661 He has a 1951-56R. Eddie claim Rateliff called hi: 
but I think one of the used car boys is in the deal 

Ratcliff claims he hus ordered him a 66R. You can look up his orders and se 
if that is correct In case it comes to the warehouse and you hold it up, I w 


be glad to have the car and deliver it at a reasonable profit. 
Yours very truly, 
Massrty Buicxk Co., 
LUTHER, MASSEY, Owner 
[Handwritten note: No reply.] 


Marcu 26, 1954 
Mr. A. J. Kemp, 
Buick Motor Division, 
Dallas, lez. 

Dear Mr. Kemp: The following cars came from Fred Thompson Buick C 
Fordyce, Ark., and were sold by Don Sparks, Sheppard Motor Co., used ¢a 
dea r 
1954-72R motor No. V—3236527, sold to Lucille Sparks, 2855 Amarillo Street 
Beaumont, Tex. 


t 


1954-41B sedan, moter No. V-3039914, sold to Jas. L. Spears, 612 22d Street, 


Nederland, Tex And I have the serial No. 4004804, taken off car. 


At this time. he has two new Buicks on his lot. I will send the numbers later 


Anything you can do to help us will be appreciated. 
Yours very truly 
Massrty Buick Co., 
LutuerR, MASSEY, Ov2oner. 
[Handwritten note: No answer.] 
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May 24, 1955 
JOHN ALFORD, 
Buick Motor Division, Dallas, Tea. 
Dear JOHN: You probably won't be able to do anything about it, but the fol 
ng cars were delivered by used-car dealers last week : 
1955 Buick Tudor, serial No. 568021233, from Moore Puick Co. to Riverside 
tor Co. They sold it to R. L. Taylor, Beaumont, Tex. 
1955 Buick sedan, serial No. 668023730, from Osburn Buick Co., Clarksville, 
ex., to Richardson Motor Co. They sold it to A. Lb. Christie, Sr., Beaumont, 
LCA 
1955 Buick sedan, serial No. 538024616, from Osburn Buick Co. to Richardson 
Motor Co. They sold it to D. H. Steinhagen, Beaumont, Tex. 
1955 Buick coupe, serial No. 568019666, from Osburn Buick Co. to Richardson 
tor Co. They sold it to G. P. Williams, Beaumont, Te: 
Hiandwritten note: No reply. I am sure I have wasted a lot time and 6 cents 
ostage, by sending the above numbers in, for I don’t think the factory gives a 
L. M.] 
You can do whatever you see fit. 
Yours truly, 


aT 


Massrty Buick Co., 
LUTHER MASSEY. 


DECEMBER 2, 1954 
Mr. JoHN ALFORD, 
Buick Motor Division, Dallas, Ter. 
Dear JOHN: Our friend at Jasper, Tex., delivered the following cars in Beau 
mt the last few days. 
Stanley Peltman, motor No. V-6763916 
james C. Sweat, motor No. V—7211804 
hester L. Breedlove, motor No. V-—7288494 
I am sure he has a used-car lot taking these people up there and delivering 
them. See if you can’t stop this man. Thanks for any help you can give us. 
Yours very truly, 
Massey Buick Co., 
LUrUER MASSEY. 
Hlandwritten note: No reply.] 


Mr. Massey. Here are some other letters, 1 written October 24, 
written September 23 
Senator Tirurmonpb. You say he received no answer to these ? 
Mr. Massey. No, I only remember one. I would like to read you 
ne more, if you gentlemen will be so kind to listen to it. This is ad- 
sed to A. J. Kemp: 


1 


Why don’t you put the second dealer in Beaumont? That would solve your 
problem and also mine. That would be all right with me. You will put another 
dealer in before long anyway. Let me know what you think about the above 


zement. 


Phat was written on September 16. On September 23, Mr. Kemp 

wered my letter: 

The contents of your letter of September 16 regarding your suggestion for 

talling an additional dealer in Beaumont, Tex., was reviewed with Mr. A. H 
Gelfie, general sales manager, and Mr. E. C. Loppnow, regional manager. We 
regret very much our inability to favorably consider your proposal at this time. 
This decision was reached after again reviewing Buick’s established potential 
1 Beaumont, combined with our future planning in your area. Please be assured 
f our continued desires to cooperate with you in arranging an orderly dealer 
nge in Beaumont. 


That was September 23. My contract did not run out until Octo- 
er dl. I wrote and asked him 1f he would just put another dealer in— 
hey would do it anyway—because I had my buildings, I had my 
nvestment, and I had some thirty-odd employees. 


+ 








Senator Monroney. Did the new dealer take over your buildi 
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he eased them. 


mRONEY. You had no problem there ¢ 


he took them over and paid a very reasonable pr 
isis. What I will do with it after the 5 years I 


INRONEY. Well, we thank vou very much for vour hel 


adenleyr 
db 

mother 

what } 
> 

Rett ? 


\ 
1> 
i ) 
el f 
NT . 
i 
{ ul 


r: I want to thank vou centleme hn. 


MASSEY Exursir No. 1 


SEPTEMBER 16, 1!) 


r 
have been studying about this deal Why don’t you 
in Beaumont That would solve your trouble and 
ull right with me 
] l I n be fore If "” anvw \ 
1th k about the above a1 nye ent 
I LPTHER MASS 
Massky IexHipir No. 13 
Bt < Movor Division, 
GENERAL MOorors Corp., 
Dalias. l'ex.. Ne pte mber o. 1955 
re elpt requested 


The contents of your letter of September 16 regarding ye 


} +} 


additional dealer in Beaumont, Tex., was reviewed wi 

sales manager and Mr. E. C. Loppnow, regional manage 
ir inability to favorably consider your proposal at tl 
s reached afte again ! ewing Buick’s establishe 

and combined with our future planning in your area 


ir continued desires to cooperate with you in arranging 


TESTIMONY OF JOHN V. BOOTH, McKEESPORT, PA. 


y. Thank you very much, sir; for the purpos¢ 


Nappearing here under subpoena ¢ 
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Senator Monroney. Very well. I just wanted that in the record 
We have had several appearin 

Mr. Boorn. I don’t need it. 

senator MONRONEY. You are no longer a dealer 4 

Mr. Boorn. No, sir. 

Mr. Chairman, you asked yesterday, and I don’t believe you got 
the answer: Was GM Photograph a part of the corporation ¢ 

Senator Monroney. Yes: I never did get that answer. 

Mr. Booru. I have it on the word of an ex factory official who ts 
ow a dealer, they are part of the corporation. 

Senator Monroney. I see. 

Mr. Boorn. They were originally sta 
terature for the dealers, but they expanded into the direct-mail 
eld—for profit, of course. 

Senator Monroney. So it isa part of the parent company 

Mr. Booru. Yes: I would like to comment also on Mr. Anderson’s 
reve ing the cleath ot his brother and ree line that pos bly the eal 

lation was an indirect cause. 1 regret to say that the record of 
the automobile industry, the retail-automobile industry, is studded 
d:a lot of them suicides, a lot of them 


oronaries, due to the strain and heartbreak of trvine to deal with 


runder subpoena, 


( 


led to make tl 


h many cases of that kn 


ese factories under certain circumstances. 

| clit) John V. Booth. il forme} ( hevrolet deal rr Mckee port, 
2. I entered the automobile business in 1920 as a salesman, subse 

iently became a used-car manager, new-car manager, and general 

Inno r fora Chevrolet dealer until July 1926. At that time I 
pe ed up my own dealership and continued that operation ior 2d 


@nLYS until July 1954, when | sold the business. 


senator Mi NRONEY You have been in the bu ness 56 vears, ZS years 
t operat on and ownership of your own company 4 
M Boorn. That is correct. Now it nueht be a question as to why 


i 


dealer with a successful operation, a profitable one over 28 vears, 
ild sell out. I am not a free-load man. But when I got into the 
itlol oft pot ice packing and fancy fio noe. W he Nn the thu or became 
el] gwame instead of a business, | didn’t feel that I could come 
1h) \ cli alership wl cl shake hands with il do el or more of mv cus 


tomers every day, people | had known. al lot oft them who h ive dor e 


ness with me over BS vears, and live with mvself ee itis why | 
d my business. There were other factors, but that was the bas! 
lam here as a friend of the dealers, and to testify to some of 
istices and equities T expr rienced during mv 2S years as a dealer 


I bear no animosity or malice toward the factories. but | want 


» 1 ~ 4 o. ] l | - 
‘ar true withess to experiences f e had over the veaa ri 


t1nu ng to happer to dealer today 

in 4 the dealers of Pei Ilvania, nun oY about 2 

ucted a survey on their 1933 operations under the auspices of a well 
nown business consultant and found that we were 2 PTAGING } 
of less than SY) per Chl « This ! | ided t | e then le Tiiste 
reserve. Shortly thereafter General Motors put into effect 

hen known as the low-delivered price program. The net effect of 
this program was to reduce the gross mare n of their dealey | Sup 
stantial portion ot the ex isting’ BD } ront. strona ¢ biection S were 


raised by the dealers, with no results 








350 AUTOMOBILE MARKETING PRACTICES 


In the spring of 1935, I wrote a letter to about 1,500 of the largest 
and most influential General Motors dealers throughout the country 
showing the actual dollar and cents cut per car in each car division, : 
indicated by our Pennsylvania survey. Because of my ellorts t 
expose this injustice I was summarily canceled June 5, 1955. 

The fact that I was reinstated some 90 days later is beside the poimt 
[ mention this incident to show how ready and willing the manufac 
turers are to use their power at any time and on any provocation to 
protect their position . Maybe Abe Lincoln was wrong when he said, 
‘To sin by silence, when the »y should protest, makes cow: ards of men. 
One letter of protest caused } my cance ‘lation. 

About 1947 I went to the zone oflice with plans for a $50,000 lease 
hold aspects on the building which I was renting. I had made 
tentative arrangements with the landlord to give me a new D- year lease 
on the eaain at these improveemnts and an option to renew for 5 years 
more. I told the then zone manager that I was willing to spend this 
money to dress up and expand my facilities if there was anyway | 
could be assured that those facilities would be adequate for a period 
of 8 years and that I would not be asked to spend additional funds for 
building. 

He told me that the Chevrolet franchise was a 1-year agreement 
I understood this but I did not feel that I could afford to spend $50,000 
without some assurance that the building would be satisfactory for a 
fixed period of time. I stated I would take my chances on measuring 
up to all other factory requirements. But that particular thing I 
wanted to know and I would like to say right here that there wasn’t 
one soul in the General Motors Corp. that could have given me definite 
assurance. No place could I get an answer to a very important busi- 
ness problem like that. 

I pointed out that on an 8-year basis this would mean a writeoff of 
121% percent on the expenditure, which, plus my regular rental, was 
all the business justified. He stated that he saw my point and felt 
that since the expenditure would expand my building to the factory- 
recommen ded area of 30,000 squi ane feet and the face-lifting job would 
make the building presentable, he saw no reason why I should not 
wens that it would be all is to proceed. The work was com- 
pleted in 1948 and in September 1952, 4 years later, I was advised that 
my facilities were “woefully out of date and inefficient” and that I 
would be sent a “facility letter” and “in the event facilities have not 
bes n improved by July Ll, 19535. cde aler is to be informed that. a selling 
ugreement for the ensuing year will not be signed with him.’ 

Senator Monronry. Now was that by the same man? 

Mr. Boorn. No: he had been moved. That is another little trick. 
They keep moving the boys around and some of them don’t have too 
good memories. 

Senator Monroney. But at that time you were considering the 
50,000 investment, were you being pushed by suggestions that you 
do improve ? 

Mr. Boorr. No: I needed it. I wanted to do it. I only bring out 
the point to show you that you are operating with them on a moving 
platform. It is like walking on egos. You never know where you 
stand. They told me unless I did this the Vy woul | not renew my con- 
tract. At the same time they acknowledged in writing that the area 








-_ «| 
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if the building was adequate, my used car facilities were adequate, 


sed car reconditioning adequate, capital Wis adequate and 1 was 


ipiable of selling iy quota of new cars. It therefore boils down to 
he single fact that the building being unsatisfactory to them after 
vears would be the sole renson for their refusal to recontract me 

Senator Monroney. Were you doing all right in your quotas ¢ 

Mr. Boornu. Yes: everything was marked O. K. except they wanted 

new building. 

Having been notified September 29, 1952, for the first time that 

iv building was not acceptable and since my 5-year lease would 
exp ire February 9, 1953, I had the alternative of either picking up 
| 3-year option on facilities not acceptable to the factory or having 
no building from which to operate my business 4 months after the 
date of their first notification—an utterly unfair and unreasonable 

tuation. 

The faet that they did renew my contract for 1953 and again for 
1954 is not the point. This experience demonstrates the extent of 
their arbitrary actions if they are so minded. It is also rather inter 
esting that my successor is still operating from my old facilities, some 
is months later. 

Senator Monroney. We had a statement similar to that from the 

tleman from Montana. 

Mr. Boorn. [ am not sure, but I have been advised he has still 
mother 18 months to operate in it. There is another incident that 
omes to my mind to indicate how fair and unfair theiy can be. My 
uccessor Went In with a minimum required capital of $150,000. My 
ininimum required capital was $375,000—the same deal. Now the 

ference in the two might be that Motor Holdings put their dough 
1 with them so Chevrolet gave him favorab le treatment in not requir 

as much capital because i it was the fac tory’ S money. 

Senator Monroney. You mean the whole amount was the factory 
money or did they add that much to bring it up to your capital ? 

Mr. Boorn. No; he had to put up 25 percent. They capitalized 
ny suecessor deal at $150,000. Now the dealer put up, [I think, 25 
percent of this and Motor Hol lings put up the rest. Vhat is w hy 
they got favorable treatment on the lower capital. He didn’t need 
$375,000 to run the deal, but that is what they required me to have 
when it was my money. But as soon as the Motor Holdings division 
went In as a partner with the successor, it was a different proposition 
entirely. 

Incidentally, that business ran a volume as high as a million and 
a half, $1,750,000, turned out profits during the postwar period a 
high asa quarter of a million dollars. I got 364,000 for my auto 
motive assets, not 1 dime for 28 years of goodwill « r anything else. 
Threw half the ae away. They wouldn't buy ~ asl That is the 
kind of people. All you have to do is tell these fellows you want to 
discontinue and you become a fourth-class citize n, not a second class. 
You are a bum from there on out. 

Senator Monroney. We are jumping a little bit. When you de 
cided to go out of business, was it done because of the pressure on 
you for the new buil ling, or did they give you a notice of intent 
to cancel because vou wouldn’t build the new building? 


} 
bon 6 








renewed my contract in 1953. They renewe 
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‘ the thing started to go soul and all of th 
st ted and I cle led that IT wouid vet out, 
verate on that kind of basis, rather than operat: 
stomers L had had for years 
But vou voluntarily got out / 
We 
' s , . 1 : 
It isn’t like the ease of Mr. Massey, where vo 
b it shipp Oo cars that are not ordered. Lk 
ae 
it is done. I quote a paragraph from a letter 
anager of thr 7ttsburegh zone on October 
L) 
hip s Ss ri I not ordered by 
t l a hie ‘ Du 1O «divert Lesé en 
el 1 hye lels covert | briolet "i 
| spring dsm er be ise we cou 
we have 3 on hand) and 3 out of 4 with powerglids 
of mavbe 25 or 36 ears. But here are 4 more 
y¥ 1D her se they Trice th l They ret the l 
1 ] ; 
ke them out and sell them at cost 


' } 
their notiee. that they wanted me to buil 


And vou were enneeled as a result ? 
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that in the file ind Wiel the hnew model] Col 
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As yo are probably aware, practic: Hy all car divisions of the 
tomobile manufacture) have a house organ or magazine which 
ually mailed ona monthly basis te the dealei ustomers and at the 
i vler’ eApel In Che vie let's case the inagazine Is ¢ ailed Friends 
in .J ly 1952 the dealers were informed that there had been a nev 
Friends quota issued to the entire nationwide dealer organization 
As I remember, there wa a desire on the part of some of the Chevro 
t “bra s” to expand the distribution of Friends to a erenter number 
han any publication in the country. T] ey wanted to outlive Life 
ind outsee Look and make a piker out of the Saturday Evening Post 
1) or to t} an ious cheme 100 h Motor Co. had Gladly sub 
l bed t¢ . ie ) ) ( w | ich were sen to clubs. schools. churches 
irber and beauty ps, attorne ys’ office s, doctors’ and dentists’ office 
j i various oth } Is is wl ere they would be read by mAaAnV peopl 
ur new quota v ipproximately six times our original subs riptio 
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I active 1 (3M oma oO t. was the stockholder in R ! 
© Reynolds and that today Mr. Grant’s son is the tay 
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interest. The propriety of such alliances as have been mentioned 
above is highly questionable. 

Senator Monronrey. Where were the magazines themselves sent 
from, the mailing point ? 

Mr. Boorn. I believe Detroit, but I could not be sure of that. 

Senator Monronry. Campbell-Ewald is in New York; isn’t it Mad 
son Avenue? 

Mr. Boorn. They have a big office in Detroit, too, Senator. 

Senator Monronry. In the General Motors Building ? 

Mr. Boorn. I am not sure where it is. 

Senator Monroney. But you don’t know whether it is separate, 
whether Ceco Publishing Co. is a separate corporation 4 

Mr. Boorn. I had the list of directors of Campbell-Ewald che 
md I could not find any name there that I recognized but I don’t 
know how you would get at the stockholders’ list. 

Senator Monronry. How are you billed for these publications / 

Mr. Boorn. I think we were billed for these monthly. 

Senator Monronry. By General Motors or by Campbell-Ewald o1 
by Ceco 

Mr. Boorn. I know we didn’t pay Ceco. I am almost positive it 
was Chevrolet. 

Senator Monronry. How much did they cost? 

Mr. Boorn. Eleven cents, as I recall it. 

Senator Monroney. Each? 

Mr. BooTn. Yes. 

Senator Monronry. You were sending out how many ¢ 

Mr. Boorn. Originally 350 and then it was jumped up somewhere 
in the nei ighborhood of 1,5( 00, 

Senator Monroney. At 11 cents, that would be roughly $150 a 
month ¢ 

Mr. Boorn. Something in that neighborhood. 

Senator Monronry. Did the -y mail them direct ? 

Mr. Boorm. We had the deal that they mailed them direct. 

Senator Monroney. Were you given a breakdown on whether there 
was any factory participation in the production of the magazine, any 
factory contribution ? 

Mr. Boorn. No, we paid the full price. 

Senator Monroney. [It was your feeling that the 11 cents covered 
the full publication and mailing ? 

ma Boorn. I believe so. Incidentally, since these hearings started, 
I understand that Chevrolet has changed their program. They are 
now paying half of Friends magazine. I just got that over the phone 
Jast night from a dealer friend. 

Senator Monronry. Now let me ask vou at this point, as you go into 
your contracting meeting that you referred to, most of the time you 
are on a 1-year franchise ? 

Boorn. We were. 

Senator Monroney. Would you say, as we had testimony from 
the Pontiac dealer at New Hampshire, that all of the ordering of the 
additionals or extras took place before you got around to signing the 
franchise for the coming year? 

Mr. Boorn. Yes, I would say generally that was the practice. In 
other words, you had to jump through the hoop before you got your 
name on the dotted line. 
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Senator Monronry. And that was a very sensitive time 

alers. and most of the things shoved at them to buy with the sug 
cestion that it be a good idea to buy 

Boorn. Oh, yes, it was a squeeze play. 

Senator Monronry. You didn't have much sales resistance at that 
ine ¢ 

Mr. Booru. We would meet at the hotels and they would have a 
nest of rooms. You would go in one room and get the tool treat 
nent, in another room get the direct-mail treatment, and when you 
got to the final room you got the business and signed your name. 

Senator Monronry. Why this aflinity for hotel rooms 4 

Mr. Bootn. | dont think those boy ; make too much money and 
when they are on company expense they like to get out and get in a 
otel. I don’t know what it Is. 

Senator MoNroney. But most of the big business was usually trans 
cted, taking the dealer away from his business and leaving the place 

business of the city manager or zone manager and going to a third 
nce. a hotel room 4 

Mr. Boorn. That is right. 

Senator Monroney. Were you usually in there by yourself wit! 


it Factory Mah, OF Were You acconipanl ied by friends or 2 or 3 dealers 


ta time ¢ 


Boorm. They would take the zone and break it down into Gis- 
tricts and bring each district Inatatime. It would be approximately 


'to 25 dealers. Whatever the program was, they would take thei 
through one by one. 


Senator Monronery. Always singly 


» 


aA 


Boor. If may not have been always, but it was 99 times out 


of a 100. As I reeall it, it was. 

Senator Monronry. Where is Kent-Moore located; do you know 

Mr. Booru. | believe Detroit. 

Senator Monronry. You say you would have to buy the whole kit 
You didn’t have a chance to say “I want 2 of this or 1 of that”? 

Mr. Booru. T heard that gentleman the other day. That wasn’ 
our experience. We would take the blank home and consult the ser 
ce manager and he would say, “We have got this; we have got this,” 
and we would cross them off. 

Seuator Monroney. There wasn’t great pressure to take the whole 
thing, then ? 

Mr. Boorm. Not for duplication: no; we didn’t have that. 
Senat Monroney. What is the title of Mr. Grant that you re 
to with the General Motors management ? 

Mr. Boorn. Ife is retired now, of course. He was, I believe, cen 
eral sales manager in charee of sales of all divisions. 

Senator Monroney. I see: of all divisions of General Motors? 

Mr. Boorm. Yes: when he retired. 

Senator Monroney. They print not just Chevrolet forms but all 
of the forms for General Motors / 

Mr. Boorn. That is right. The General Motors accounting mat 
ual, | believe, is standard for all of the divisions. 


Competitors of these favored companies might feel like making 
justified complaint. In any event, they build pressure and force 


raetory i dealer relation: hips. I would think this and similar com 
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Senator Monroney. You paid for your parts, teo? 
Mir. Boorn. That was on a monthly basis, but hat yould only be 
86.000 or SS.O0QO. 
i ee : ] a ] 7 at ale 1 
| piv I took each deviation and gave reasons why we handled the 
4 an ee hi ] ae ; T Z 
matter as we did. Example, deviation No. 1 
(‘or inv car recorded, acc nt No. BSS, service cars, and depreciated. Well, 
we W ( . y them every mit} oO we depreciated them Profit when sold 
adto eg j ] ve of fi ad asset 
\nswel 
I rnal Reve eo Dé ent acknowledges the correctness of this pro 
er proper conditions, and permits 26 percent capital gains tax treat 
t rather than the 2 percent plus” ta f handled as ordinary income iw 
GM manua Ir} eaiership saves a substantial sum on taxes in the 
ite way we handle tem Phere ould be no controversy. We are 
do swe e richt ‘ and legally—and GM accounting procedure 
] ‘ ner fo. \ nds evel ci¢ r | follows the manual 
- eedle i \ re toxe i} ‘ } iid We would « Ul “at 
rall GM dealer picture 0 n into millions of lost dollars. We 
eive GM handling their « ntrax accounts so loosely 


Senator Monronry. You would have been in trouble had you set up 

Iplicate set of books, one for income-tax purposes to allow you to 
take the maximum leductions allowed by law ¢ 

‘fr. Boorm. And one to satisfy them; yes, it would. In the fall of 

11 most dealers were existing on their service and parts business, 
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fhe few new cars that had been carried through the war and released 


priority were \ rtually gone. Parts were most dificult to obtain to 
eep the wheels of transportation turning. A group of Chevrolet 
ilers in the | ittshbureh zone cones ved the idea that th 


\ \ 
vm asmatll company to p irchase War SUurpiuses W1] 1h were tlhe 
‘ 
rinning to come on The market, omething ior them to sell. 
A a1 


he Aero Motive Sales Corp. was formed for that purpose with 


out GO or 7O dealer-stockholder-owners. Subsequently, 15 + 


ohier-o\y ers yoimed the or@nanization. We bor oO 


I | it mais ten 

t ir Sul piu and then sola t ie to our dealet stockholdei for resnle 
(he open market. Many parts being irce at the time. Aero moved 
he parts field. Many accessories were in short supply and Wil 

{ unusual on an order for 100 heaters from Chevrolet to receive at 
lotment as low xs 10 or ZO. Under these circumstances \ero did 1 


oncaqulre accessories that were in short upply and they were quit 


‘ eC 
t i bia ( t ceesstul that the pressure from the ractoryv oOo} ] 
. . } | ] ly 
rockholders beenme so ereat that the directors decided 1 
‘ | ] -_— 
( \e » Moti ( Siiles orp. 
’ n ; ' 1 ; 
Ty Noven per | the follow ny paragraph t ren troy } ) ' 
I 
1 
tes of That meetings — Added ite to explai thie WoO} 
Vi ithe i idle nece iryv | thie ‘ 
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i 
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senator [ONRONEY. Lhist Drings to mind VOU Wis } nici te 


ievrolet dealer all genuine Chevrolet 


Nh Bray ill. Well. they 


parts > niust Vou not ¢ 


nake it awl rouch 1f vou do noi lit we 
— ‘ * 
; } ; ] 1] } } F 
oO that we would buy the COMMparadte Merenanadirse abv the howell 


Llow much lower would 


g 

Mer. Boorm. Sometimes quite substant! lly. I recall a heater t | 
Lero handled that was S6 or SS lower than the same heater that 
Chevrolet. had. [ do not mean the same make, nit | mean the sais 
type, 

Senator Monroney. Comparable in performance. 

Mr. Booru. Yes; definitely. Now when you take a larger dealer, 


ix or eight hundred heaters, at 36 or 38 apiece it become 


prot { 
CCOTTHE radlo }sic ]. 
Senator Monroney. How about radio, can vou 


hana Chevrolet radio / 


tandard radio manufacturers 
ll of the rest make radios to fit all of the ears. Chevrolet. a 
Senator Monronry. What if vou order your cars without 
and then install them, wha happens to you?! 
Mr. Bo ri That Is the way the Che rolet eomes without 
adio. You install them yourself. 
Senator Monroney. Do they sell you a Chevrolet radio ? 
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Mr. Boor. Thev will 

Senator Monronrey. Did you use them ? 

Mr. Boorm. Some. Sometimes I could find Phileos or some oth 
standard make at a bargain and I would buy them. 

Senator Monroney. Were you ever put on the carpet for that? 

Mr. Doorn. Sure. 

Senator Monronery. How about parts, transmission parts and 
tons and things of that kind ¢ 

Mr. Boorm. There was always pressure to buy direct from the 
fac tory. 

Senator Monroney. Was that in violation of your contract if yor 
didn’t buy them ¢ 

Mr. Boorn. I don’t think so. 

senator MonroONEY. In your bookkeeping accounting system 
Was 1 not required that vou charge all of your overhead of all de 
partments against the service department ¢ 

Mr. Boorn. No, si 

Senator Monronery. It was separated, was it / 

Mr. Boorn. We separated our selling expense and then we took our 
gene ral expenses and took our service and parts prol fit and applied 


p} 


against that to give us a difference or what we called a fixed net loss. 
; . ; : : 
hich was the amount we Knew we had to lnake up from ear sales 


Senator Monroney. Well, wouldn't that effectively make you 
service de partment bear most of the general overhead ¢ 

Mr. Booru. No, no; it was pro rated properly, I felt. If the system 
did not set it up properly, we did. 

Senator Monroney. Were you a corporation ? 

Mr. Booru. Yes, 

Senator Monroney. Did they allow you—some of the factories I 
know don’t, but did Chevrolet alow you to pay yourself for your 
normal salary out of business expense, or was profit and loss caleu 
lated under the system on your giving vour time and effort to the com 
pany and your remuner ation being paid out of the profit at the end 
of the vear ¢ 

Mr. Boorn. Well, we set our own salaries and charged them to the 
business. There was never any qi uestion about that. The only thing 
is in making comparisons sometimes they would take your salary and 
throw it in with your profit and say, look what you made. They for 
got we had L full year of our own time in there, and we might have 
been sonia for somebody else and making as much money 

Senator MoONRONEY. on, vou been an individual operator and not 
a corpor ition, would thev have allowed you to do that? 

Mr. Boor. As I siiacad it, the proprietorships and partner 
ships that were not incorporated, they draw a monthly draw from 
their businesses, but you could not charge that as a salary in that type 
operation. 

Senator Monroney. I see. 

fr. Boorn. I do not think the Government would go along with 
that. 

Senator Monroney. I understood in some of the contracts they 
were not allowed to spend the salary of the manager or owner of the 
business and that was always considered a a rather than part of it 
being profit and part of it being normal salary that the man was 
entitle d to for runn 1 1g the business. 
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in the partnership and proprietorship I am in- 
but 1 think 


Mr. Boorn. Well, 
lined to agree with your understanding, that is correct, 
that that is the tax law. I do not think you can draw a salary. 
Senator Monroney. I see. 
Mr. Boorn. You have got to pay on your total profit. If you draw 
alf of it and spend it in a year, that is another matter, but you still 


ave to pay. 

Senator Monroney. I see. 

Do you have any questions 4 

Senator TuHurmonpb, [ do not believe so. 

Senator Monroney. Did you ever have any going away presents o1 
ncoming presents for zone and district personnel ¢ 

Mr. Boorn. That missed us. We used to give a party for the zone 
ir city manager who was departing for another zone when he had been 

cr 


but the presents never amounted to anything. 


here a long time, 
No palomino horses and silver saddles 4 


Senator MONRONEY 
Mr. Boorn. No. 
Senator Monroney. Mostly a courtesy party or bon voyage. 

Mr. Boorn. That is right, and some small gift. I never had any 


political contributions requested of me and ne wor knew any Chevro 


et dealer to have any. 

Senator Monroney. That had been pressure supposedly coming 
from the factory. 

Mr. Boorm. No, sir 

Senator MONRONEY. 
ell out as a going concern / 

Mr. Boorn. No; we kept our corporation, and we sold our automo 
Holding. That would be the 


I see. In disposing of your business did you 


ve assefs to the uceessor in Nfotors 
iachinery, shop equipment, furniture, fixtures, parts, accessories, 
ems like that 

Senator Monroney. Did you get any 
mi cal value less deprec iation 2 

. Boorn. No. 

es Monronry. What would you figure your loss was because 
the factory could exercise veto over the buyer from what it would 

ive been sold at-—from a willing buyer to a willing seller? 

Mr. Boorn. I had one gentleman that was interested i in buying and 
he told me that he would give mea hundred thousand dollars for those 

ets, which I think was probably a fair price. But he could not 
y, and [ did not make any fuss about it. When I made up my 
und I wanted out of that shell game; I wanted out real fast. 

Senator Monroney. You wanted to pick up your chips and cash 


thing other than the bare 


rem. 

Mr. Boorn. Yes, sir 

Senator Monroney. Tell me about the financing. 

Aren’t some of the dealers now to keep up with this mad 
declining profits forced into recommending or pushing credit 
and carrying charges that provide for money below the line on income 
that they woul I not othe rwise have to do? 


race and 


terms 


Mr. Boorn. Well, in Pennsylvania, fortunately, we = lai Finance 
Control Act and it is a very, very fine instrument and that act. among 
other things, limits the amount of the rate that car ie charged for 


new vehicles, late model used cars, that would be pieces and 1- and 
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~-vyenr-old cars and then a different rate for the olde cars, a highe: 
rate for the older cars. There is a maximum. You can charge les 
but there is a maximum they cannot go over and no bank or finan 
company would touch a piece of paper that had inflated 
charges in the Commonwealth of Pennsylvania. I am sure of that 
Senator Monroney. What is the maximum charge, do you know 
Mr. Boorn. Six percent multiple on new. 
Senator Monroney. On the declining balance or the unpaid balance 
Mia Boorn., On the total balance. 
Senator Monroney. Well, unpaid total balance. 
Mr. Boorm. Yes. if you had a thousand dollar car with a $5 
wnpavment, 1f it : 


li \ 

i . 3 

ha iit 1S months t 1s half ot | percent i month. It would bt 
per ent on 1S mouths. Now the late moce] used car Was, J hehe 
is | ecall it. 2 percent higher. something like that. Then the olde 


{iy at { 
1inatki | 


1 lt WaS a new car, it would be S30 fora year, 


GoW 





ones were another 1 or 2 percent higher. 
i 
PFenavcol MoNRONI Fe Now did vou have to recourse ill ot your paper ¢ 


Mr. Boorn. We financed through GMAC which is normally a r 
course deal. But we had a written agreement with them that at ali 
time we wanted to walk out we would asslg} the reserve to them an 
our lability would not extend beyond the reserve. 
ssessions occurred and losses were charged to the reserve, 
ll of the paper was washed out if there wa 
ert, tin V sent us a cher k and if the reserve was exhausted, 
they took the rest of the lo 
Senator Monronry. They took it. You gained if the paper pai 
t and you did not lose extra bevond the reserve if it did not. 

Mr. Booru. That is rioht. But the last 6 or 8 veal we were ll 


ly 


Ousiniess Wwe sel up) our owl hance COM pany and carried Our OW} 


paper. 
pay 

rmenator Monre Nic) « Did vou have to count thiat as part of VOU! 
profits from the merchandising operation! | 

Mir. Boor. No: been ise | ~e | upoa wl olly owned subsidiary. 
separate corporation, and ill I carried on Booth Motor Co.’s books 
far as Booth Motor finance was concerned, was the capital stock 1n 

ent in that corporation 

a rv Monn } Did ve vet nl OU about that beenau 
\ } fe CoO} 0} ve Cre kn rmoney out oT that 4 

\] 3 Hi Id ( ¢*] \ KK \ I had it tes nato 
i \ b thered ut 

S r Monroney. Isee. But is ustomal Pennsylva tha 
ve t hic 1 rse / 

Mr. 1 mn. Ye ind I believe I left lu veal 

! } ) ] wa h 1 ler ul 

{ j ‘ e recou ro none re d 
\ } ( ft outle 

Senator Monroxey. Well, you have been very helpful to us. M1 
Booth. Do you have any further questions, Senator Thurmond ¢ 

si tor Tr MI » I don't think so 

Senator Monronry. Do, you Senator Payne? 


oe itol PAYNE. NO. 
Mir. TutcrMonp. You made an excelle 
Mr. B | 


nt presentation. 
( Hw. J hurried a tittle because | KROW you re tired and want 


to fo nome, 


‘ 
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Mr Buspy. We have one further witness, Senatol Ile n here 
from South Dakota. Ile has not had time 

Senator Monronrey. Well, we should hear him, ther 

In order to accommodate the wit ~ if he will step forward we 


I] be @lad to hen 





I uo by) ¢ 
Mr. Wyman, we appree ery much r courte mn ler 
to give u the advantage of youn expert Would you \ 
ime for the record / 
Mr. WrM AN. WI. Wyn mn. Vermillion. S Dak. 
Senutor Moxronry. Do vou solem ecur t testimony 
out TO BIN hh thal wearing tall be f if the whole tru ind 
ne but the tru lh. oO help vou (rod / 
\i Wy LAN. | hell 
Senator Moxroney. You may proc n your own wa ound 
d you arrived without a prepared statement and you may proceed 
our OWL Way. 
TESTIMONY OF W. K. WYMAN, VERMILLION, S. DAK. 
Mr. Wyaran. IT will make it very short and sweet. sir. to save time. 
| wa ex-wlhy if he MAN | Lida edt? \ i] old { vas bor und ra d 
n South Dakota. I went to work for Chevrol Kansas City 
, i Til df l 1 th ive!) lo wa tra | red To tee \\ ¥ 
1949 and moved up to a divisional used-car manager. The wa 
me on in 1941. They closed up the Wichita zone office. IT went into 


the service, rved 3 vears overs as. came out a heutenant colonel, went 
I ick to sso ith Dakota and hought a deal in Ver) iillion. S. Dyak.. a little 


| ] } 4 A 
towh in the sout ern corner of the State of approximiutel\ 000 popu 
i i . i 


ition including the student enrollment at the University of South 
Dakota which is roughly 2.000, . 
Senator Monronry. Altogether vou would say you have been 
€ ali mobile I)! hess, vholesal mid reta for how Pbeedy\ 
Mr. Wyaan. Near 14 or 15 vear . 
~ tol \i INRONEY Ana \ ( (r e 5 1a tral sed a 
Mr. Wyaranx. May 9. 1946. until October 31. 19 
senator Mo ROONEY. Oetobet LYo | 
Mr. Wyman. That is right 
or M RONI ly ec 
Vr. Wyay vi Vernrillion. S. Dak 
nate Mon mY ne Chey let 
\ VN ear an ( } C dic Ol ( i ra ( { 14 | i 
ee-wav de Lhe { Chevy cu May of 
| Old . = ( 1947, | 
T i ’ ’ 
S \f 1\ it 1 . w . rmal te } 1 ! j 
\s WW yng Wroll. thre e ferric een 
| ) (i rave } \} ie lv / LO: 22 Ca LVeal 
Se r Moxnoney. Including your Chevrolet, ( | 
Cadillac 
Mie \\ YA Ye = 1? town e@ @] \ \ ( I 
{ (1¢ Ae a {) th of LD) { I 
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Mr. Wyman. When I bought it we had 4: we had 13 when I sol 


It. In thr: operavlo! for the 9-vear or eae period that I Wus He 

act ve dealer, | nevel had any trouble wit (hoveciet. 3 never had su 

trouble with Olds er Cadillac, and bak never been called into thi 
i io consult about tl 


» operation of the business, as to why | was 
doing a satisfactory or an unsatisfactory job. I assumed that I wa 
| 


doing a satisfactory job by virtue of not having been called in. How 
ever, in January of 1955, they transferred a new zone manager in by 
hye of ti rry EI toOrass, whom I had known aud worked Wil 
prior to the war 

Senator Monroney. Was he in the wholesale division ? 


Wryaran. Yes: he was a wholes: ° »employee of Chevrolet. Ti 
called me in j ke he did a numb roof ot her dealers as a run-of-the mil] 
routine deal to acquaint himself with the dealers, to go over their 
} 


business and get sort of an idea, a working knowledge of a new zone. 
In January of 1955, he called me in and I spent an hour and a half 


in his office. We. went over my operation from stem to stern and 
department by department. He complimented me on various opera 
tions. The service oper: ition was all right, the parts wholesale was 
. right, but I wasn’t getting quite enough volume. 1 said, “Fine, 
what do you suggest about it? You tell me how to do it and 

1 W ill be glad indeed to conform.” I have always gone along with 
their policies and never had any arguments with him or anyone else. 
So I shook hands with him and went out, never thinking on the way 
home that my contract was in jeopardy as a result of this meeting 
r the intimation that I should sell more cars. Nothing more was said 
or done about it. As far as my operation was concerned, I never 
realized one way or the other whether I was good, bad, or indifferent. 

Senator Monroney. You never had any further conferences ¢ 

Mr. Wyman. No, sir. 

Senator Monroney. Any letters? 

Mr. Wyman. On the 11th of July 1955, IT received a registered letter 
from Mr. Heitgrass, from the zone office: 


Your attention is here directed to the fact that your current Chevrolet selling 
acre ent expires automatically by its terms on October 31, 1955. VPlease be 
advised that Chevrolet motor division, General Motors Corp., will not offer you 
a new selling agreement and your status as an authorized Chevrolet dealer will 
therefore terminate on that date. 

Senator Monronry. That was the first intimation you had since 
the casual conversation in the office when everything seemed to be 
all right, but he wanted you to sella few more cars. 

Mr. Wyman. Ye ir. Asa result of that letter, I went into the 
zone office 2 days later and Mr. antag wasn't there. 

He was on his vacation. I did talk to the assistant zone manager, 
Dick Hawthorne. I had known Dick for 8 or 9 years and in the con- 
versation he said, Reiss opt operation isn’t good. You aren’t selling 
enough. You are outsold | Vv Ford.” I said, “Well, there is no use 
beating around the bush about this thing. You do not want me. I do 
not want you. What shall we do about it?” He said, “There is only 
one thing to do: Go out and sell it.” I said, “Fine; it is all right with 
me.” I knew it was a good franchise and I could get my money out of 
it. Actually, our net worth was $64,000. I went back home and con 
tacted Bill McKean, ex-General Motors dealer, a Buick dealer from 
Sioux Falls, S. Dak. He had been a Buick dealer for 35 years in 


1 





AUTOMOBILE MARKETING PRACTICES 363 


sioux Falls. very successful, had sol 1 | his interest in the busine to 


his nephew and gotten out of the business. Ile had plenty of money, 
lots of know-how, and he had a young 42-year-old sales manager that 
he wanted to put into business for his own sake and as an investment. 


O he was very re sceptive to my olfer and he came over imme liately 
“al nd t rou it George Gile her wit! 1 hi lm. 

Senator Monronry. He was the voung sales manager ? 

Mr. Wyman. Yes: he brought thi partner he wanted to put into 
the business to run the active business for him. He came into my 


ofice and he said, “What do vou think it is worth, Keith?” I said 
= Actually, it is wort] ai it is listed AT. 864,000, Il want to vet ont, 
and I want $50,000." Tle said “Fine.” a onrve me a check for a 
thousand dollars, and he went back home and drew up an agreement 


to buv it. 

We went into Omaha on the following Thursday—that was a Tue 
day. Bill McKean, George Gilcher, his manager, and myself. ‘1 
7 ne manarver wa st} ]] on his vacation, so we went 1n and talked to 
Dick Hawthorne the assistant zone manager. He outlined the | 
on which he thought the —_ could be consummated and definitely 


stated it as sar be sold stra coht across the board for a flat si 
It would have to be a to the rules and regulations laid down 


by the zone al a which involved 1 my retaiming my u ec cars and a 
counts receivable, an Inventory being taker and the balance 

Senator MONRONFY. a had a willing buyer and a willing agreed 
price and were willing to sacrifice $14,000 to make a clean deal ? 

Mr. Wyman. Rigl 

Senator Monroney. But even though vou had been canceled it had 

» be done according to 

Mr. Wyaran. IT had not been canceled. T had a notice of eancella 
tion but it would not oo into effect vet. This was the 20th or 27th of 
fuly. 

Senator Monronry. I see. 

Mr. Wyn AN. A fter that conve} ition we went bre k to South Dakota 


it. 


and McKean went to Sioux Falls and had his attorney draw up a 
formal contract,a Lpartne rship: agreement W ith this manager he wanted 
to put in the partnership w ith him, very simila rtothe Motors Holding 
deal in which the partner manager is permitted to buy out the it 


vestor over a perio l of 5 vears out of the ear ings, the profit of the 
organization. That was the basis of the a agreement 

Bill mailed that letter in and I h: ippened to be in the zone office 
jt St following up on the deal to see he WwW 10 WAS coming alon Yr and 
Harry Heitgrass had returned from his vacation by that time. I was 


in his office talki Yr over the situation when in walked the assistant 
zone manager with the letter that had just been received by him from 
Bill Me Cean out] lining his propos sed par tnership arrat neement. It was 
a npees single spaced letter and Hawthorne mentioned—as he 


walked over and handed it to Harry—‘It is not satisfactory at 
We cannot use it.” And he eave it to the zone manager who hurriedh 
persused it in a very official manner and threw it back to him and 
threw it back and said, “No: advise Bill we cannot use that sort of 
arrangement. That is it. It is not acceptable.” I was very muc!} 
shocked of course because in my experience as a district manager 
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looking for dealers T could not have found a better qualified man t 
Vi kx nove L cle l 1) 
- MIONRONEY. 7] ‘man had been in business some 30 years. 

you said and had t man he had so much confidence in and who ha 
orked for hin 


Mr. Wyaan. That is right. So he was very qualified. In view of 
that, I w: iocked to say the least and IT asked Harry what the seor 
[ said, “It doesn’t make sense that you would pass up an Oppo! 


tul vy to put a good operator in a town that is so-enlled run down.’ 
“Well.” he said. “we not O. K.a thing lke that. It is agan 
corporation poli The arrangement isn’t satisfactory at all? On 


the bottom of Bill’s letter I found this out later, he had added a post 
script saving that 1f the above nartne rship arrangement is not sati 
‘hevrolet, I will modify it so that it will be. 

Senator Monroney. To bring it in line with factory policy. 


\T}) Wyarain. Brat th, onored it and aa mrarily threw him out. 


c } 


Prt I eC, 
Mr. Wyman. Yes, so I sweated a few moments and talked to Harry. 


Senator Monroney. Threw him out as a potential candidate for a 


t i aes 


I snid. “What do vou think the thine to do 1s?” Ile said, “There 
no use vour vetting excited about this. We will vet it sold fo. you 
don’t worry about that. You just sien this selling agreement.” This 
is the sales agreement. a form agreement, in which they stipulate 
what they will vo along with In other words, at the time being more 
or less excited and nervous and he said “Here, you sign this sales agree 
ment and anybody that wants the deal, we will be able to consummate it 
oht now. 1f he is sa factory as far as we are concerned, rather than 
waste the time vetting hold of vou.” I looked it over hurriedly and 


it looked all right to me. I volunteered to sien it and did sign it with 


t} e en that they would expedite tne liquidation of nmiy dealership. 
Seay itor \IONRONI “ Was that an e@xXciuslve listing for the sale of 


your property to them / 

Mr. Wyman. Yes, not exclusive. I wasn’t barred from trying to 
fir d b vers: they told me to go ahead tt) dl Col ti? ne to look for pro 
pects, which | did. \ Tell. that Wa in July Nothing more was done 
until October He l of course the calendar was Tu ne out. My fran 
5 I was beginning to 

L had sent in a couple more prospects and they didn’t meet their 
requirements. They weren't satisfactory. 

Senator Monroney. On what basis, finance, personality, or what ? 

Mr. Wyman. Personalities, evidently. I asked if they would sell 
to my own people. “No.” Would they sell to a partner of mine in 
the implement business that had a very enviable reputation as a 
Chevrolet salesman a da 22 year old boy that wanted to vet into the 
business. They said “No.” 

In fact, they arbitrarily turned everybody I sent in down, and along 
about the 4th of October. I began to sweat. Nothing was done about 
it. Finally, I worried them so much they said well, they would come 
up and see what they could do about selling it. They spent a day and 
a half in my place and came up with a young fellow from the Miller 
Kidder Chevrolet Co. in Sioux City, a used-car manager, who did not 
have any money. ‘The bulk of his money is furnished by Duane Kid- 
der. a partnership of the firm owning Chevrolet dealers in Sioux City, 
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ind Forks, and Omaha. Duane Kidder furnished the mone bia 
lder is operator of the ex-Wyman Motor Co, and I was forced to 
out for 19.500. 
mator Monroney. As aeninst 850.000 for whiel 
«| operator, 

Mr. Wyman. That is right. 
Senator Monronery. Was this other financed by the Development 
Corp. ¢ 

Vir. \\ YMAN,. No: Dy another ( hevrolet dlealer. 

Senator Monronrey. Multiple ownership ¢ 

Mir. Wyman. Yes. 

Senator Monronety. Then you never could get any 1 

oinal buyer was turned down. other than that he didn’t conform 
nd they paid no attention to his willineness to conform / 

\fr. WyM an. Frankly, [think there was a “nigger in the woodpile 
i think that the zone personne! were more interested in the dea] 
unvone else until such time that pressure came to bear and they had 
lo something and they came up with this boy. 

Senator Monronery. You lost roughly $30,000 / 

Mr. Wyn AN. Well, I still have the used cars ind the account 


eceivable. Lam still losing money. There is no question about that 


Senator Monroney. You could still go into the Chevrolet busin 
» there if you wanted to FO Into bottlevging 7 
Mr. Wyman. That is meht, but I don’t want any part of it. 
Senator Monroney. But there was no reason given at 
it brief period in January 1955, when you had your conference / 
Nir. Wyman. And there was no threat made then. 
Senator Monroney. Then in July out of the blue you were told you 
ere being terminated 7 
Mr. Wyman. They offered me an opportunity to go before the board 
ippeals, which I turned down, for the simple reason that durin 


tii 


nter m of the time I received the letter and the time I consummated 

the deal the zone manager of the Oldsmobile division came up to my 

place one day just after he had heard that I had gotten a no renewal 

letter from Chevrolet, and he said he couldn’t figure out what the 
ruble was, he couldnt understand Lt. 

‘| hey cert unly were not concerned with it other than the facet that 
Chevrolet, being the reporting division, controlled the franchises of 
Oldsmobile and Cadillac. But from a standpoint of my operation 
hey found no fault with me. IT asked him at the time, I said: “Do 
vou know of anybody that has ever appeared before the board of 
ippeals that has had any redress or recourse or been given any con 
ideration 2” 

He said not to hy S knowledge, and he has been a Zone manager for 
roughly 20 years. 

Senator MoNRONEY. Who is on the board of appeals what officials ? 
[ don’t care for the names. Is it a dealer board you appear before ? 

Mr. Wyman. No, sir: a corporation. 

Senator Monroney. The company that terminates you then gives 
you the appeal ? 

Mr. Wyman. No; it is the corporation, I imagine. 

Senator Monroney. General Motors # 


Mr. Wyman. Yes. 








366 AUTOMOBILE MARKETING PRACTICES 





Senator Monroney. You don’t have any dealer representation? 

Mr. Wyman. No. 

Senator Monroney. So there is no arbitration or a referee or any 
thing like that ¢ 

Mr. Wyman. No. 

Senator Monroney. Did the new Ness any take over your premises 

Mr. Wyman. I didn’t own the building, sir. They took it over 
I had 7 months to run on a lease and they “took that over. 

Senator Monroney. What did they do about your parts? 

Mr. Wyman. They took over everything that was included in tha 
figure. Actually, I had a $16,000 inventory of. parts and the wa 
they wanted this boy to buy it, I would have received $3,500 for it. 

Senator Monroney. For your parts? 

Mr. Wyman. Yes. I paid $25,000 for the business in aves. 

Senator Monronry. And have built it up considerably ? 

Mr. Wyman. My net profit through August, when we started going 
down awfully fast was $13,000 plus, net profit. 

Senator Monroney. Had you wished to, which would probably have 
been uneconomic, could you have kept your Cadillae and Oldsmobil 
distributorship ? 

Mr. Wyman. No, sir, they are contingent upon Chevrolet in towns 
under 5,000. 

Senator Monroney. The tail wags the dog? 

Mr. Wyman. Yes. 

Senator Monroney. Did you have any questions? 

Mr. Bussy. No questions. 

Senator Monronry. Let me ask you one question. On the matte: 
of the financing, do you have to recourse al] of your paper ? 

Mr. Wyman. Yes, sir. 

Senator Monronry. Who did you recourse it with? 

Mr. Wyman. GMAC. I did all of my financing with GMAC be 
cause 1n the small town we had an independent bank and a branch of 
the national bank at Minneapolis. 

Senator Monroney. Are you still on the back of that paper on 
recourse ¢ 

Mr. Wyman. Yes, sir. 

Senator Monronry. Do you know anything about this 3 percent 
payment that was testified earlier in the d: ay you can m: ee on your 
outstandings 4 

Mr. Wyman. I heard this last year, in 1955, through another Chev 
rolet dealer, at Mitchell, S. Dak., that GMAC was offering an oppor 
tunity or would buy paper nonrecourse, but it didn’t look very profit- 
able. I was on a permanent basis. I thought, I am not worried; 
business was good. I didn’t see anything one with it at all. So 
I was not too much interested and I hadn’t been, but should anything 
happen now, it would certainly put me in a bad position. 

Senator Monroney. You don’t know the amount of your contingent 
liability ¢ , 

Mr. Wyman. No, not offhand. 

Senator Monroney. Several hundred thousan d dollars? 

Mr. Wyman. Yes; I think it is upward of $250,000. 

Senator Monroney. What is the amount of your reserve? 

Mr. Wyman. I can’t tell you that offhand. 
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Senator Monroney. It would be under $10,000, wouldn’t it? 
Mr. Wyman. Yes, under $10,000. 
Senator Monronrey. And only in the event it all pays out do you 
t any access to that reserve ¢ 
Mr. Wyman. That is right 
nator Monroney. And everything else you made in the automo 
business is in jeopardy under that reserve @ 
Mr. Wyman. That is right. 
Senator Monroney. Personal liability ? 
Mr. Wyman. Yes, sir. 
nator Monroney. Do you have any questions ¢ 
Vir. Buspy. No further questions, 
Senator Monroney. We - appreciate your kindness in coming. 
Mr. Wyaan. Thank . IT certainly appreciate your time, sir. 
Senator MONRONEY. The committee will stand in recess until Feb 
ary 29,at 10a.m. We will meet in room F—39 of the Capitol Build 
ng. The committee will stand in recess. 
(Whereupon, at 5:45 p. m., the committee recessed to reconvene at 
1., Wednesday, February 29, 1956.) 
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WEDNESDAY, FEBRUARY 29, 1956 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FQREIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES. 


W ishinagton. D ( 


The subcommittee met, pursuant to recess, at LO a. m., in room 404, 
Senate Office Building, Senator A. S. Mike Monroney, chairman, p 

ding. , 

Present: Senators Monroney (presiding), Payne and Pott 

Senator Monroney. The Subcommittee on Automobile M: ae ‘ting of 
Interstate and Foreien Commerce will be in order. ‘The record will 
how that Senators Payne and Monroney are present, that Senato 
thurmond will be here shortly. 

We are honored today to have as we have had many times in the 

ist. the presence of the dist inguished senior Senator from Mich 
Senator Potter, who has evinced interest in this subject. We are glad 
oday, Mr. Nance, to have you present as the Studebaker-Packard 
rep resentative, We know you are busy ‘ tod: ay and we ap precy ite you! 
oming here to help us out. But we feel that this stud y is of such 
magnitude and importance to the entire automobile industry and prob 

bly to the country that we do feel that the presence of the heads of 
these great automobile concerns can add a great deal to the study ane 
the information assembled in this matter. During the course of these 
hearings in order to be certain that all eee is on the same basis 
ind all absolutely reliable and not guesses, all of the witnesses have con 
sented to be sworn. I assume you have no objection to that / 

Mr. Nance. No, su 

Senator Monronry. Will you stand and state your name for the 
record. , , 

Mr. Nance. My name is James.J. Nance. 

Senator Monroney. Do you solemnly swear that the testi ' 
re about to give in this hearing shall be the truth, the whole truth. 
ind easing bi the truth, so he ‘lp you God ? 

Mr. Nance. I do. 

Senator Monronry. Now you may proceed in your own way. You 
have a statement here. The staif tells me it is a fine one. Procees 
in your own way. If you do not wish to be interrupted until vou 
complete your statement we will respect your wishes. 

Mr. Nance. May I make this statement, sir?) I have prepared this 
statement relative to the subjects assigned me. I am sure you have 
nterest in other facets of the problem, so if there are any problem 
that arise as I go through this prepared statement on these Speci tic 
points, | would be very h: appv to discuss them at that time. 


MOny vou 
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Senator Monroney. Fine. 
Mr. Nance. If we just keep to the subjects that are in here then | 
ll be very happy to attempt to answer any questions. 


1 } 


Senator Monroney. Should some of the subjects you discuss requir 
in the minds of the committee amplification at the time you 
dealing with them, when you finish, perhaps we could interrogate y 

th a few questions at that time. Sometimes ina long statement yo 

} 


will go through and you will skip something that you wish you hac 


mentioned when the witness was 1 radi wyastatement. 


Mir. Nance. That is parallel to my statement, as long as we keep 


ermane to the subject in the statement. 

Senator Monronry. We will be very happy to. Proceed in you 
own way and we will try not to interrupt you any more than 1s abs 
u essary. 


TESTIMONY OF JAMES J. NANCE, PRESIDENT, STUDEBAKER-PACK- 
ARD CORP., ACCOMPANIED BY ROBERT BLYTHIN, COUNSEL 


Mr. Nance. Mr. Chairman, my name is James .J. Nance, [ am presi 
dent and general manager of Studebaker-Packard (¢ Orp., and am here 
at the invitation of your subcommittee. Iam glad to have the oppor 


tunity to give our views concerning the subjects of your inquiry and 
hope that n some small way t may hy nossible for us to aid vou in the 
careful and serious study vou are giving to these important matters. 

1 1 


before proceeding to the subjects you have asked us to d escuss, we 


should begin, I believe, by telling you briefly something about ou 
company and its general method of distributing automotive products 

During the fall of 1954, the Studebaker Corp. and Packard Motor 
Car Co. combined to forn Studebaker Packard Corp. Both com 
panies were pioneer automobile manufacturers and had been building 
motorears for more than 50 vears. Studebaker had been in existence 
for more than 100 years asa vehicle manufacturer. 


| he eorporation manutas fires and ce] ]c three brands of passen ver 


automobiles—the Studebaker in the low and low-medium price classes, 
the Clipper series built by Packard in the medium-price class, and the 
exclusive Packard in the luxury-price class. In the automotive field 
the corporation also manuta tm es and sells a line of Studebaker com 


mercial vehicles. ‘The corporation has domestic manufacturing facil 
ties at Utica, Mich.: which is about 30 m les north of Detroit, Mich.: 
South Bend, Ind.: and Los Angeles, Calif. By automobile industry 
standards the corporation is a smaller producer: by standards of in 
dustry generally it is a large concern, probably one of the 100 lareest 
manufacturing corporations in the Nation. . 
— 


Phe corporation is or: dona divisional basis and thus has a 


Studebaker division, a Packard-Clipner division, a parts and aeces 


soOries div sion. an export cl Vision. Aa (;overnment and industrial prod 
ucts division, and a Canadian subsidiary. 

Studebaker mutomobiles and trucks are marketed by direct manu 
facturer-to-dealer sales. Approximatelv SO percent of Packard and 
ipper automobiles are similarly sold directly by factory to dealer. 
about 16 percent are sold to wholesale distributors in certain of the 
] 


Far Western States w no, in turn, resell to dea ers, and : hout { percent 
] 


} } 7 


are sold directly to retail customers from 7 company-owned reta) 
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pour mqui Is eee tow ird the Spe lic subjects ot “phanton 
eioht” and * Rents ap ine.’ ana the bronde r and more ceneral subject 


Sek Ma iano atae relationships and dealers sales contra 
With your permission, [ sho wld like to give vou our views in these 
ters 1 the orderin which [ve ment med them. 
know that the members of the subcommittee and the staf? have 
eful ly informed themselves concerning the subject of VOUP TAGUIPS 
dthat it isnot ne cessary for me to define the term “phantom fre or] Tig 
Let me get into this subject. therefore, by deseribn iB the frei@ht-rate 


practices of Studebaker-Packard. Paekard and Clipper automobiles 

e assembled only in Detroit. Freight costs to dealers are based o 
age welghts established for each of the two car lines. 

This is done because the erent a or variations of equipment 

| accessory combinations would otherwise require a costly and time 


msuming separate freight calculation for each car shipped. Whi 


iVs sre shipped to dealers, actual freight (based on these dverage 
ohts) by whatever mode of transport 1s used—rail, truck, or wat 
hareed the dealers, provided, however, that no trar portath 
ree is made 1 n excess of certain necified dollar uUNnoUul 


i 
] 


In sale of the 1956 series of automobiles the maximum freight charee 


th respect to a 4 ‘lipper sutomobile =SiS5. and t 1@ MAX INU Chares 
{ respect to a Packard automobile is S200, It costs the maxin 
shpacara distay ice of bout i100 mile from Detroit. The more 
stant dealers pry le Ss frejoht thaa the actual cost of h Dp} hg « 
» Tt mn Except for the faet that the ave oe CAL We 1o'}) Smav vary 
oO thy from true welohts ! ict th Ss Ww ld hot © tl 3jon 11 ant Tactol 
ere ho “ph mtom frerol be ‘us that ver is gene! iy uncderst« OC, 
olved in this svstem. 
» idebaker automobiles and trucks are assembled in South De ge 
| i and Siudebaker automobiles are assembled also It) L, Ss Ancele 
fF. As to cars and trucks shipped from South Bend, the freight 
Ct are similar to those described in connection with shipment 


if Pacl id nna Clipper automobiles, except, of course, that Pres { 


~ mputed from South Bend rather than from Detroit. The max 
im freight charges are $142 and S161, depending upon the car mode 
Ln NADA stat expert who testihied hefore your committee o1lve a 
LN} er ot exam Jes fF supposed * ‘pl ntom tre oht” charges and 
ded one instan eof an automob Bo. yk ule al cd sold by Our COMpPany 

Since the information given you was incorrect, I think that at this 

point it would be; appropriate to correct what we believe is a misunde 


¢ 


| 
tanding. The witness—at page 313 of the record—testified that « 
November 28, 1955, a Studebaker car, weight 450 pounds, Was shipped 
from South Bend, ne to a dealer in Ei © Okla. at a total delivery 
st of S124.02: that the Oklahoma dealer paid $15 tin de leans chi: irges 


{ ? 


for the unit and thus there was a differential or “phantom freight” of 
for, so we dug out the fir tory COD of the invoice on the sper 
Transaction, and the facts are these: 

A DAO pound Car Was shipped Ol) November Zor 1955. to a de ile] 
Knid, Okla. The total delivery cost was $124.02. The 


~ IO. We were very much concerned about that. | mie@ht sav. Sen 


aniotunt 
lled to and paid Dy ee ‘aler =. lelivery charges was not, however, 
S154 } tf SIV 4 


it S122.47-—less, really, than the actual delivery cost. In fai 
tothe w itness, it sho . | | stated that the Invoice includes wnoitem 








Orn 
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“Auto trans—S154.° This means “automatic transmission, 8154." 
does not mean “auto! \obile transportation.” The transportation 
is listed t] voice as “TD & D,” which means “Distt ‘bution 
delivery,” mat TI ere for your information the factory cop) 
he invoice. gai we simply wanted to clear that up. 
rmeenator \IONRONEY. We Se VCry End to have Che record show | 
correction. I can very we ul a rstand that “auto trans” could 
erpreted as transportation. 
Mr. Nance. Whe Studebak r automobiles are s hipped from 


‘)) 
i 

1 

i] 


California plant we charge the same freight as though those « 
were shipped from South Bend. This ts less than the actual frei¢ 
from South Bend because of the maximum freight charge pra¢ 
I have deseribed, but 1s more than the actual freight on the {inis! 
utomobile from assembly plant to dealer. There is. of course, ack 
tional inbound freight expens se involved in the assembly of cars 


the ¢ ‘alifor nin pl int. The hea vv body, engine, and transmission CO 
ponents are shipped from South Bend to the Los Angeles plant. 

I have average figures for the first 11 months of 1955, and, disr 
garding tlre odd cents, they are as follows: the average cost of sh 
ping a car from South Bend to the Los Angeles area was S271: 
average delivery charge billed to dealers in the area served by the Lo 
Ange les plant w as $146: the average actual cost of shipping complet 
ars to dealers in the areas served by the Los Angeles plant was S53s 
On the rips of it, it “oat appear that there is phantom freight i 
volved of approximately $108. The average actual added cost of 
ship ae con Iponent parts to the [Los Angeles plant was, however. 
$126. In rene $146 freig eht, therefore, the pap sa paid as freighit 


ipproximately $18 less than eb manufacturer's freight expense. I) 
ach lition to t! is. It should be st: — that the f: one has an additional 
cost of ap proxi imately $11 per - for crating and loading the com 


ponents s ship yped to the Los aaa plant. 


If, by virtue of propose ed legislation, the company was unable t 
charge more than the actual freight on the assembled car froin 
sembly plant to dealer it would be nece sary in all probability t 
‘nerease the price of the assembled car to compensate for the adde 
cost of the inbound freight. In the final result this would be a a. 
traction of dollars from one item of the dealer’s invoice and an add 
tion of dollars to another item. The dealer and the customer woul 
not profit by the transaction. 

Realizing full well that the committee is aware of the inbound 
freight situation and having furnished you pertinent figures, I wish 
to suggest that by no means is this the most tro ublesome facet of thi 
phantom freight problem. For example: it happens frequently that 
the demand for Studebaker automobiles on the west coast area ex 
ceeds the supply which can be produced in the western assembly play ‘ 
In such cases cars are shipped from South rere 

[f no more than actual assembly-plant-to-dealer freight could 
charged, the freight on a car assembled in the Los Angele plant anc 
shipped to a dealer in Los Angeles might be $5 or $6, whereas the 
actual freight on an identical car shipped from South Bend to Los 
Sngeles would be about $270, or, under our present maximum freight 
system, we'd charge $142, or $161, depending on the car model. How 
aca practical matter, is this sort of a situation to be handled ? I 
the dealer who happens to get a car shipped from South Bend 


a» 


coins TO 


_ 








ffer a $265 or a Sidé, or Slob price penaly as against it 
10 happens to get one made in California ¢ uve if the ps 
i : 
— 1 : . 2 j ry t » 17 
i} produced in Lo Kheeies were lhicreased So as to take into 
1 


i 
ie Nvounda frei@iit expense it Would not seem po Die to avold com 


' 


rid itions of this nature. Lie norinal interplay OF mlerests ii a ire 
economy has permitted adjustments which resolve difficulties of th 
mnd, and re? ilation of the type pro} posed will, ith OUP OpIhtoh, C ert 
iwiel than soive Prelit practice problems. ; 
fhere 1s ahother aspect Oi the “phantom ire leht” situation W ch is 
i urbing, It has been suggesied to your subcommittee that thi 
o-called “phantom treioht practice is bad because, uwmMony oi 
things, It created unfair comipelition among nianuiacturers. Mr. 


‘ 


lierzog o1 the NADA siati suggested that mah racturel With as 


SeDILDIY plant systems are able to charge phantom ivelgnht and thereby 
erlve greater protit than those which do not have as embly plants. 
; ° 4° 1 - 1 . bate 
Phis may be true soar as pront relactil nships between man utacturel 
ie concerned. but consider for a moment the possible ellect upon 
price relat lonships bet ween dealers. ‘| he Studebaker automobiles sell, 


oe} rally speaking, In the same competitive price Classes as the Ford, 
Chevrolet, or Plymouth cars. 

When we tas Studebaker car from South Bend to New York City 

freight by truck is about 300. 1 don’t know Ford's freight to the 
une destination from its nearby Mahwah, New Jersey plant, but J 
think a vood estimate would be about S15. ()} another example 
might be shipment of cars to Philadelphia. Freight on a Stude 
baker from South Bend would be about $53. Freight on a Ford from 
Ford’s Chester, Pa., plant probably does not exceed $10. 

If manufacturers were required only to charge actual freight from 
point of assembly, the New York Studebaker dealers woul : (assum 
ng that Ford did not increase the price of cars produced at its assem 
biy plants) immediately be at a $75 price disadvantage aati their 
Ford compe titors. Similar examples could be cited in the case of 
nearly every regi onal assembly p lant. The dealers would sutfer the 
price disadvantages I’ve me ntioned, unless, of course, the manufac- 
turer were forced to absorb the freight differences. This would pro 
duce a far greater competitive burden than that mentioned by Mr. 
Lh 'ZOg, 

As you know, the two largest manufacturers in the industry Lhe 
regional assembly plant systems; one, incidentally, a great many mor 
than the other. 

It seems to us that dealers who deal in the brands of automobiles 
produced by tlie other manufacturers or, more like ly, both the dealers 
and such other manufacturers could suffer competitive damage. We 
speal IX only for our own co pany, howeve rs and express the view th: it 

law designed to require manufacturers to ch: — only actual freight 
from asse ‘mibly p ra nt to dealer would result in severe harm to Stude 
baker-I ackard ( orp. and to Studebaker and enkeiadl and Clippe 
dealers 

Now I want to interpose and include at this time an additional para 
graph in view of the announcements made by competition within th 
few days. Several days ago changes were announced by the 
ford Motor Co.. and a day or so later by General Motors. and, 
eu ording to the morning paper , by ¢ ‘hrysler Corp., in connection with 
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freight charges representing extensions of the freight practices p 
nto effect 1 the industry more than a vear ago. This svstem ce 
creases freight charges to dealers at points 1,000 to 1,500 miles fr¢ 
1) troit. To al degree it brings the freloht charg Ss to more lista 
dealers more nearly in line with the amounts they would pay fi 
shipment from assembly plants in their areas. Wholesale prices hay 


been inecrea ed to compensate for t| IS, In etfect, the dealers closet 
Detroit are helping to pay the freight charges of distant deale1 
It isa step alol Oo the rond to uniform «d livered pricing, rather tha 
move in the direction of assembly-plant-to-dealer pricing. 


Ne \ I { nk there is a vi ly Important point there. lt is possi! 


without competitive disadvantage to meet this kind of a freight 
‘ mr 1 - 4] 
pricing system. This would not necessarily be true if the manufac 
turers with regional assembly plant systems were forced by tay 

; 


) assembly plant to dealer pricing system. 


’ | 4] ] } } } ] ] fo 1 ‘ 
Wi ao not Ti nk that deaters are decetved or defrauded under 


present freight Svsteln. or that reoulat On AS proposed will hnece 


ily or probably result in savings to e ners. We are oppo 

to le@islation | his matter for the reasons which I have mention¢ 
Senator Monronry. Now, mind vou. Mr. Nanee, let’s talk abo 
2 1 | ‘ ] ¢ 
Mr. } ( Al righ 
Senator Monronry. Mr. Potter has a question, 

ae itor Pe rel Nin Nunee, the purport of youl testimony oO! 


phantom Treigh s to the effect that 1f vou required the manufa: 





} ' 
turer {0 ¢ ivge actual Trei@ht cost, that it would work to the great 
vantage oi the rer Who v assembly plants? 
Mr. Nance. That is rigl 
~ Bede TP nein 4 Ew 1] : { ; sicaie ce Treen 
se tor Porrer. Lhd it would ( oa LTeal Gisaagdvahtage tO a Com 
pan t has less Ants ¢ 
1T | 
Vi? N YO] i rietht! 
‘ 
el itor Mowny | io vou t ve Turthe que tions / 


Senator Porrer. Yes, one further question. Is it not true 


ere 1s not! oy Cy rly new in this means of determining freigh 

ites 

It has been brought to my attention, for example, that citrus fru 
t if. 1s pped out rC alifornin use Denver as their base point. 

| other words, the Treight costs are no more Denver than the 


Mr. Nance. Well, I think. Senator, that that is true from my ex 
perience in marketing. That is true of many items, particularly 
consumer goods. If you are to pick up a copy of any popular maga 


zine and g0 through it, vou will find that where national advertised 


1] am ee rs 
prices are quoted on many items there will be a little astel isk Wil 
lightly higher west of the Rockies. So in effect for 


1 Tooinote, “Stl 


a 


] >] . : ] 
many, many vears In many ines of businesses, appliances, for example, 


: . ; ed ; 
vou have had in etlect two price zones 1) the United States, an equa 

} . . I> 1 1° c ° 4 . 1 
ized freight east of the inockies and an equalized freight west of the 


Now whether we are drifting into that T do not know, but certainly 
the trend is in that direction by the action that has been taken 11 
these two progressive steps to equalize the freight. 

Senator Porrrer. The only problem that comes to my mind as i 


l 


(one <seman from the State of Mi higan where we are close to the 
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manufacturing sources is that as this trend continues it increases the 
rice of our automobiles. 
Mr. Nance. Well, that is true. It increases 


the price of your auto 
obiles but it increases the price of the automobile to all those withi 


1 
1,000-mile zone. 
seHnarol Por ren. 


Mir. Nance. Which, of course, covers the great bulk of your popula 


4 | oa } ' { ‘ 
So in effect it is a question of equaliz neo the load between the section 
the countrv and those who are in the distant point would benef 


vy the heav concentration of population nearer the State of Mich 


onan, where the bulk of your automobiles are built. 
On the other hand, in my judgment if you were to enact legislatior 
it Wo ild charge act ial fre ahi fromthe porn if assembly you cou 
very) qui ky CC neeivably make a oho f town ot Detroit. 
Senator Porrer. You would end up by having little pools—in other 


] 
as, VOU would nov | 


petitive AUTOMIOO LTTE 17 


lave a nationwide con 


] 
ry. would vou 4 


Mir. NAN¢ No. sl You would end up 1 competition in sma 
= itor Pe Pik Ar The assemipiy p! its of t! ( l 

I I 
Mi NANCE. And Wh W015 judgement the diserepan V al | Ze Thiat ha 
LN hee a hieved D) the members of the ndu uryv \ 1 would a 
lite the tr dt are the larger Who already have issembh 

] mts 
\ i ( were starting a pract e atl ay be O 1] x of 1! lu cry 
everybody had a fair chance to grow a linely t ould 
th no. | l Vou ic not have t | rr ee dit ) VW ¢ ild i il 
on of thie trone vel ne st LO" i 1 the ‘ | {ti} ( i ] 





eon to eStimol that vou have y ( \ Ou pr 
nh page | that by automobile n iustry tal e eor} oO 
r cory. f , By tl ta iAYCS OL INAUSLTY ¢ ral] { 
‘ Mn, bly o1 i the 100 largest 1 ! Cl = Pp 
rat li nthe N { 1) 
N\ i the time ly ~ i \ Ol vtitt { In - ( 
0 oO we 0 etlect Ve, 7s h lit e yi I} 1 
CrO\ l { G ¥ ive fo pena Ze the ce hie i | 
il I t to keep Al ( he ¢ mp ti\ | \ 
} | “ then \ he fer ¢ i cre t sf | rey ry} 
\ legislation dealin with that I do not thu { CO 
( KL D L¢ t ‘ n order t Keep i \ ) Ve { 
\ i t | ( rusting pha fom reiont V4 
) trating: f pel tof the } Miu QO] Vit ) | 
= i 
| e big thre 
\\ ( { i O ( - | } | 
1 ’ 
c om 11M penadents i‘, \ NOULTL t \ ure ! iy i 
iy ree they r pr v | 11} the ind Strind con 1} cK OF 1O B ( 
_ | 1 Ve] Vs ble 
Mii NCI I think this qu } could | terest nol 
th) rep) entative of Chry ler ¢ orp. when he peal heea 
ey are 1 of the big 5 and yet they have the great bulk o ( 


{ 
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Senator Monroney. I frankly feel that I am not inclined to ery 
about Detroit becoming a ghost town. Ido not think that will happer 
1 little more in the list pri 


The fact that Detroit will have to pay 

cost of a ear after we have subsidized Detroit for 25 years on ove! 
harges thar constituents of Senator Payne and myself have had t 
pav I think that turnabout is fair play and the best fair play L kno 


is the actual freight on the car to the consumer. 

Senator Porrrer. If vou had the actual freight for these automobilk 
vou would not have your independents, you would end up with ju 
General Motors 

Senator Monroney. We would under this administration, IT a 
afraid, if they do not crack down on some of this antitrust business 
and if Congress sitting here—and it is under Democratic control and 
ve are responsible too—if we have to hold an umbrella of phantom 
freight over the automobile industry to keep a competitive situation 
alin 2. then I think every Member of the Senate and every Member of 
the House is euilty of dereliction of duty. 

] just do not thi kk the onsumer ought to be made n hostage to hold 
out to keep General Motors and Ford from swallowing up what inde 
pendent free enterprise is left in the automotive industry. 

Mr. Nance. Senator, I am not taking issue with what you say. ] 
just want to inject one other consideration, and that is that vou would 
have to welcht the investment in p! int and facilities before you could 
logically assume that it would be cheaper to the consumer. 

Now I am not prepared to speak to that point, but there is an eco 
nomic unit in volume that would have to be sustained on a regional 
basis in order to make an investment in the facilities profitable, so you 
not only would have the problem of disentangling or dismembering the 
investment as it is now constituted in the industry. but vou would 
have to, ] think, establish price zones at least that would cover enough 
of the potential or the buying potential that would enable you to 
manufacture automobiles in that area. 

Senator Monroney. You say you sell more cars actually on the 

‘ 


than you can manufacture out there. 


1 


VV € tf coas 


Mir. NAN E. | said there are occasions when we do. 


Senator Monroney. I appreciate the fact that you recognize this 
committee 1s conscious that that is a necessary and an absolutely de 
fensible freight char 


e—the inbound freight cost on the parts. 


e 
But you say your charge on shipping these parts to the Los Angeles 
plant is $126 per car and that in paying the $146 freight the dealers 


are actually paying $18 less than the manufacturer’s actual freight 


expense 


Now that may be true in your parts-assembly plant, but the testi 


mony before this committee based on sworn affidavits of Ford and 

’ ] 7 » . > > , 

(7 ern Mo ors Show That { om ob to shout 60 nercent ot the compo- 
t “t , 1, } ; +} 7 ; 

nel parts are acq red unael ubeontract Ih tne bav area or the Los 


Aj cele arena, 

Nir. Nancr. Well, that is understandable because they would have 
the volume that would enable them to tool up in that area where we 
would ol have the volume. 

Senator Monronry. As I understand it, they subcontract a part of 
it. 

Mr. N ANCE. No matter who hiutlt them you still] have to \bsorb the 


COST Oo! the Tools. 





=r 
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Senator Payne. Well, let me ask this, Mr. Nance: Isn’t it true that 
ractically all of the manufacturers—I am not sure that every one 
f them, but it is my understanding that all of them insofar as the 
ivy frame and so far as the body, the stamping o r the —— itself 
hat th: it is practically all done at the main plant a oa that that portion 

1 1t1s ship yped to the assem hy plant ¢ 

Mr. NANCE. That is not ent irely true, Senato 

\s to frames on the part of several of the largest manufacturers, 
[ think they have several sources of frames. 

For example, I am sure that the Budd Co. in Ph Hadelphia | are 
uppliers of frames to many eastern assembly pl. its of competitio 
As to the west coast, I am under the impression that 1 or 2 of tl 
arger compat nies buy frames locally there, and the stampings, the 
major stampings, on that I think your assumptions are correct. 

| think they are largely centre alized. 

Mr. Payne. What about motors ? 

Mr. Nance. I think you will find that motors are very la gely 
entralized as to the components with maybe some recional seml- 


n. 


ie 


ssembly. 

Senator Payne. So that there is a major portion of the weight 
the completed unit that is turned out at the major plant and 
ipped to the major plant if there is an assembly unit to that assembly 

pliant. 

~ Mr. Nance. That is right, and they would be the parts that would 

also require the heaviest investment in tooling and equipment. 
Senator Payne. And speaking only for myself, of course, it would 

be only reasonable to assume that the manufacturer in those instances 
ould is allowed the allowance for the freight that it takes to get 
hose component parts to an assembly plant, so that you would really 
vel Jog > eating in there. 
Mr Nance. That is right. 
Senator Payne. Again speaking for myself, I do not think it is 
the part of the committee or of the Congress to necessarily legislate 
iere an operation of any company is going to be established, whether 

t is in Detroit or Los Angeles or anywhere else. 

That is a matter of independent judgment, as long as you get com 

ponent factors on a fair, ee basis so that you can point to 


(rr 


them and say within a reasonable degree of possible human error 
this is an actual cost of what it baka to get a unit into the hands 
of the consumer, | would } idgve that on the bas is ot your tt stimony 
ere—on the Wily that you compute the freieht that that is exactly 
the basis on which your company has proceeded, and you have at 


ked the thing pretty realistic: ly. 
Nance. We have attempted to. and I might add that we have 
ery little if any complaint on the system that we use and I am sure 
t the dealers all understand it. 
Senator Monronry. Well, actually, Mr. Nance, you put in $18 
¢ to your testimony, on the cars you assemble and 
lelives 3 wa the Los Ange les area. You are in the red S18. 
Mr. Nance. That is true, because we do not have the volume. 
We have to ship more things from South Bend than our larger com 
petitors would ship. 


ish, accordin 2 
1 
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Senator Monroney. You would not say that was true of Gen 
Motors and Ford ? 

Mr. Nance. No. 
Senator Monroney. They have got more than SIS profit. Vi 
could pay ro} the big issembly plants with their volume over 3 o; 
Vears, 
~ Mr. Nance. Tam only speaking of our company. 


Senator Monroney. You have an honest rate on your cars. — Y 
mbsorbp ne tually du part tf the eost of shipi ent according to vour tes 


mony. Onthat going beyond the 1.500-miie limit, you pay extra, so 


of the consumer being overcharged, he is actually being unde 
harged, in your honest freight program in which you ship cars. 
: i } ce ee * ; } 
| urthermore, vou testil ed that you absorb freight Ih the assembpiy 


plants areas there. With that, you must have honest frei@ht, oul 
eertainiy we do tT have honest freight on the shipment of Genera 
\lotors and Ford ears when, 11 Oklahoma, we pay Detron freieht {( 


is that come up From AY lineton. LOX: or Ix unsas City. Mo.. at about 





~ } > i . + 
S25 truck cost, whereas the freight charge under this adjustment wa 


enelge i! orhood of S125 to S150 


vere > . P ] ‘ | . +} 
Therefore, it would seem to me that if vou found it to be unetiieca 


business to overcharge the customer, then it 1s not a bad pattern, ever 

ror the ojants TO have, They are certainly not raising this umbrella 

to help vou, and all of this busmess about keeping the independents i 
i « i 


husiness, they are not just saving, “Now, Mr. Nance, we are just kee) 





c son to help you and to keep you moving.” They are putting 
in he iuse they have f ul | that it is rood business and addition 
prot, bave tl > not. To} then OWT SEO k] ders / 

Mr. NANCI Wi I. I can't speak 1 ( except niw t Te 
peat. Senato that ther -one ¢ hey ri O} ou wouk ive to consi 
mad l tie l Cyrie | i I \ L \ ild Lave to vonside t 
euurh on thell } tment, a part of their leo nite e 

Senator \f NRONEY \ | mnderst nal re (rene | Mii Ol i 
\ se? bh 1] on Dp fo) iN 0) ] n\ fre} of 8351 > bilher =o t| 1 
lo Y pretty ood 

Mir. \ ANCE, \\ b ould 1 i Walks LO ive A teenv-weerny oii of ti l 

Senator Monroney. But when this ¢cvele continues and you ¢a 
write off a issembly plant in 3! vears on the overc! irge that the 
‘ustomers In Oklahoma, Maine, and all of the surrounding States pay 

e nvestment. th , vou are Goring ft » have evel a worse competitive 
tusation. (700 ies. ley Ows, We Want TO leg 1) 14 ba] ive, We VW ish there 
were eight in the race for first place. Studebaker makes a good cai 
hey just don’t wear out fast enough. That is the onlv thine I think 
be Studebaker | eood for America to have these competing 
ir ru ne ] 1 of having it il] l wav or 2 wavs, but 1t is not 
COIN TO ve help Lany by perpetuating the eT) system that is making 

nner | y forth add lon }I fits on phantom freioht. 


Mr. N ANC] Wi il. msenntor | CAN ONLY spentks for mv own compat \ 


[ have tried to give you our own facts and I am only dealing with the 
situation as it exists today 
Senator MONRONEY. Now you say as it exists today. Mr. Herzog 


of the NADA testified that Admiral Bell contacted the small com 


panies 2 vears ago, I think when Paul Hoffman was president, and 
they didn’t oppose phantom freight at that time. 





AUTOMOBILE MARKETING PRACTICES 379 





Mir. N ANCE. I spoke to the admiral mboutw tirat before the se s10n 1 
] | 1 


' ] 
vy. we have never had any discussions on that 


nine. Unfortunate 
I succeeded Studebaker only 15 months ago as the head of the 

md Pam sure had PT had any discussions 1 would not have 
oed the same sentiments that were ve iced, 


The mathematies don't indieate tt [If you were to overnight pass 


legislation that is proposed, we would be out of business with one 


WOM a 
Senntor Monroney. We might pass that overnight but we wouldn't 
' WW" Be ‘ . . 
ike if effective overnight. We recognize adyustments are hecessary, 


’ Pa ee eer Re eRe See es Ae a 
sé il] think that phantom freigut is indefensible and | ma that 


e people of this country find it is indefensible, and it favors one 
i@ninst the other areas of the country. That is favoritism—not 


the extent that thes have in the past > or 10 vears with these 


— 


ional assembly plans bat now it is becoming ilmost a raid on 
‘ summers’ pocket books in those Midwestern States other than 
ies near Detroit: and, merle tally, it leads to the source of the 
hootlies cars that come down trom Detroit. 
We are getting awfully tired of having our franchised dealers, who 
itting there with lifetime experience and big investments in show 
rooms and maimtaiming in the lemon vears and in the eood years 
he name of 1 factory line, realizing that a man can drive 1 and tow | 
id bring down 5 or 10 ears and be under the franchised dealer's 
lelivered cost by about $100 a car. 

Mr. Nance. Well, there isn’t any question about that, Senator, you 
ie absolutely right, and this move toward equalized freight, of course, 
rows the margin of the potential protit for that type of thing 

chy is a step in the right direction, because we are hurt by the boot 
egoing toe 
Senator Monronery. That is right. They don’t bootleg Studebakers 
every fire they hootleg a Chevrolet or Ford, that Guy takes it on 
Vir. Nance. It takes a customer out of the market. 
“enavor VIONRONEY. You are trving to merchandise cars le 
rely and down every street 18 a eravel lot with a competitive car 


oiti 
; 


+ 


hh ips one that is more ieceptal le hecause of the Vast advertisi Oo 
other policies, and you are trvine to sel] your model at a fan 
ieliivered price and somebody has driven Ole and towed one sna Is 
his used car as a new car without service Or WArrantyv or Qa 


‘ 4] : te 1 , : 
OUaAranty that ts evlindet bloeks are not scored or worn out. or anv 
: 


Ing else, 11 competition with the legitimate trade. 
Irv. N \NC] Shall we proceed, then, with the ubject of bootlege ne ¢ 


enator Monroney. Senator Pavne. 


Senator Payne. I just want to make the observation from the stat 
Mr. X 


rs Vahce has 


1 > 


given here that to read figures correctly and 
ferpret this thine. | wouldn't SHUN hye re Was any phantom freieht 
volved in you situation. ae 
Ir. Nance. That is COrTrect. 

Senator Monronery. But you are, in effect, testifying in favor of 
! iething that your company does not bene it by, AY d that requires 
‘se CuUSTOmMers to subsidize these recional assembly plants. . 

Mr Nance. T would like to speak to that point, “We are not going 
»go on record as endorsing past practices, My statement is simply 


<tafement to the point that it the proposed legislation were passer 
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and made effective as the units of the industry are now constitute 
would swing the pendulum at a more rapid rate toward concentrat 


i let us assume that the Congress will kne 
bout the automobile | s bef 


Wo ld the passas of the pha 


NRON&Y. Vell 


we complete this stu 
l, with a stage of adiu 


pre 
i - ? 
nrom rreren bi} 





‘ O\*\ i period of time to allow the competitive lines to at ie 
tbsorb the impact of an actual, honest freight biling—how long wo 
ou t kk Ud be requir to make that adjustment / 
Mr. Nance I don't think it possible to answer that quest 
Senator, | d all depend on the volume that anv one ce 
! re lhavet would enable them to establish regional ass 
pial . 
Nel \ I RONEY But you wouldn't necess ily have 1 | 
eional assembly plat fn other words, vou are talking abe 
oO! d 1 m in denon ting contro] that the 2 companies hia 
d You uldn’t say that phantom freieht is the major fa 
{ >] 1 tion ot ! Do | vou think that GM ecets a lower Vy 
, 7 tities of everything from tires to batteries and casting 
( th, as Onwypare \ ( \ ) \ l il] COMIWMINANG WN thre Ore 
. . 
Mr. Nance. Well, I don’t know that they can in the open market 
nk t their advantage es largely from integration where tl 
] i uf Cité thre | . t! mselve 
Senator Monroney. That they can manufacture all parts for thei 
cars ¢ 
Mr. Nance. That richt. so there is an interchangenbility, and 
ava re O yume that you n't discount in an ( 
~—eHnA } NI NRONEY. Dor i ’ \ yy 1e, lefts r1V MONOYOlLY. 
senati Payne. Let ike it r, J Chairman, that [ do 
thn { is somet ‘ rf mye? { ( mht or within a re 
! aq of f I think that s 1 O] ( ed for a lo oO ny 
\ Ly id their own pla anufaecture ma 
e interc! veable pal dad th ve had these subsidiaries. 
~ r Monroney. Actually ,y have done so wisely, if vou | 
only at profits d that why they design the interchangeable parts 
Senator Payne. That has been done for a long period of time. | 
cc t want to mye oOlity In it. 
Senator MoNRoN1 I take the blame for the Democratie control of 
© eress 1n t] matter This tl Inge’ vrew up over ZU vears. 
Senator Paynr [ tl k there has been a creat deal of activity in t] 
rrosecution of the antitrust lay the present time. I think the recon 
| ov" ’ 
mena r POTTER I dor h k this isa new problem. \t tim SD 
Wwe ive nad rm about the problem « “phantom frelo it. but whe 
Lo o recommending a olution to it, you ire unde vine 
ve! difticult eco ( rob] ican visi Wize w] at would hannpet 
Mv U it ¢ lrelgzht cos If Ford has a plant in Tuls 
(? t ive a creat mMpetitive a lvantage in that area, where if 
_ iker has to ship their ears from Dallas, Tex., thev can’t compete 
vith Ford in that market. If Studebaker las a plant in Dallas, Tes 
Ki lor Chevrolet can’t compete with them. 


So you would end 


factors of your equal 


»y with the pub 


1: 
j 


I¢ being denied the competitiv: 


quality cars, whether it is in the low price level 
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Y the medium or lax price levi I. because the eCOno mie iactor 
oa ee | Lan : Le ‘ by hot | 
vill dictate that because one company has an assemp1y plant in this 
nmunity that the cthei companies cant compete with them from 


price standpoint in that community. So it is not only a question 


of going to an actual freight charge and playing into the hands of 
: ~ : ; 


the conipanies With d striputed pla Ss throughout the coun ry, Dut 
will have a Ford community. a Chevrolet community, and a 
i’ iouth commun ¢ V here the oth r companies will find ( d hicult 
mipete 
Now I agree with Senator M oney that it is a difficult probles 
? Gd . problem which it is hard to yuSt1i) but I have ye to 
ear anyone come up with a solution to the problem And I think 
re going to ke condit hs 1 uc] worse lr W OO Ol wn actual 
{ oht basis 
» itor Afonronrey. That was the same a fument, [ respe pully 
Wi they \ e@ talking boul vetting ‘ O Pittspureh 
r * rome to OMiil ¢ thre ee] maul ry i 5 LU Z 
eck everything it Was just a i idea, but I ive nevel | 
i NY in ny life Chere rritle i. burl ne ind 1} eonstri 
i \ I etorie ul i €\ rvthi Gy th 4 lis like ~ eel, cl (¢ ( ( 
{ O have got to goto! ihe freiehit 
don’t mean to throw it into veal overnieht, but Ll think we should 
retting ead to iin | out Ww SA ! e done, inst acd Ot ust vk an 
ry Udae re i t tL wa I) na ] iOWwl irom thre a S whieh Cul iit 
Ve itt i 
or FOTTEI I lz Vii \ al a il t) L¢ mi al 
} 1 ae, } } } 
g¢ wit! I holesale pron Where Ll ! ive 1’ 
il NA. J un not er nd ae | past l | » tol | 
_ i 
( Cy erng ken are f S ry the roriit d CLIO aol 
Lv they are Itimate answer, bui they are somet oe tha 
it? 1] i ¢ Be ] Vs } } ! oO 1h) pel ad ot ¢ ‘ Tiq)} 
er leneth of tin » that might ay 
Senator Monronery. One figure that worries me, and I am just coi 
e! i about it. I did a little arithmetic here. On your $271 cost 
of sh ppimng a Studel aker from South Bend LO Los Angeles Oh most 
ol truckine (hat comes into Oklahor tl they Carry SIX Cars. I 
believe that is correct. is 1t not, on most of the truck ears? 
x nn . : 
ir. Nance. That is meht 


Senator Monroney. And 6 curs at $271 a car would give the trucl 
Ing concern a return of $1,626 for those 6 cars. 


Mr. BLY HIN. May | peak on that point senator é 
Senator Monronery. Ye 


“ say : : : ; ; ape ; 
Mie. Buytruin. | doen't think there was a $271 charge involved in 
é TI. 
1} Lipment to Okla rOMla. 
, natol M NRONI Ni Vou sa al t] t oO} i! ( | en 
“ ‘ ! ? yg 
Upped TVO!M) Sot i lo Los (ngel lick be O att 
) 
i DLYTIHIN i ¢ 
senat SLON RON Ni 5 al you not figu ny ire oht at four « ; 
ry : } 
to 1 freight cal n that? Lihat see s to me to be pretty se to 


the rail frei@ht. 
Mir. 3s rstal ding is that that is t 1e actual cost 


‘ ulade 
rv truck from South Bend to Los Angeles. 


YTHIN. NO$3; my U 
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Senator Monroney. It would seem to me to be a little high on a 


S1.6¥4!1 return, when they tell me you can bring down by hie tru 
from Kansas Citv to ¢ Yelahoma City for about 825. We have had 
lot of testimony that for that three or four hundred mile haul the 
Cost J), it \ ould seem to me that while the longer haul would 


nean greater mileagve, if would not be i direct proportion tO the 


Mr. Nance. Of course, you have the problem of eoing over the 


ih pOuUntAal 

Senator Monronry. You do not have many mountains if you come 
down 66. They are improving that all of the time. 

Nir. NANG BE. Well. we would } e very ippy, Senator, to double check 
} fernire, | wasv en tous by the ty iflic department 


Penator \I NRONEY, You see, we get kn d of burned up with all 
due reeard to Detroit—we just love Detroit, but we do not want to 


keep on subsidizing them out of our hard-earned money. 
Senator Porrer. That is not a subsidy. 
Senator Monroney. Actually the testimony has been that very few 


ears move by rail frei@ht. Put every time the Interstate Commerce 


Commission caves in before the railroads for another 20 or 50 percent 


rail freight increase the customer pays that rail freight increase when 
the cars haven't moved by rail. It seems like we get it coming and 
going every time that freight cost jumps, although the cars do not 
come by rail anymort 


Mr. Nance. In snite of that vou seem to be doing pretty well in 


Senator Monroney. We were doing pretty well until the President 
vetoed the on bill. 

Senator Payne. I have just been advised that the President has 
completed his press conference and he “is available.” 

Senator Monronry. Are there any further questions now on 
phantom freight? 

Mr. Nance. Shall we proceed with the subject of bootlegging ? 

Senator Monroney. Thank you for vielding. I think it is a little 
helpful for the record. It will concentrate most of the questions after 
the subject in the particularly fine way that you have broken these 


( »\ I). 
Mr. Nancr. We will move on then to bootlegging. That simply 
means the s:le ot new cars to snd by dealers who do not have contract 
. ° “i i. % } . ° 2 
relationsnips with automopile manufacturers. 
The “bootlegger.” so-called, is usuallv a used car dealer who is able 
to buy new ears from contract dealers and resells them at retail. 


I 

} 

Normally, he does not have facilities comparable to those of contract 
cit ale rs, and does not no nally provide the services furnished by con 
tract dealers. He operates with relatively low overhead expense and 
ells on small margins of profit. 

He often leads the public to believe that he gives remarkable “deals” 
on new cars. Ifis operations, of course, cut into the sales and profits of 
contract dealers. 

In order to examine the “bootlegging” matter in proper perspective 

must be kept in mind that there is nothing unlawful in the sale of 
motor venicies by a contract dealers to a noneontract dealer, nor do 
te a breach of the manufacturer-dealer contract. 
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Mxcept 1 th e State i hew ui deater 1 requirect Co \ i 
i . . 
ense based upon a fi e from a car manufacture! 
thing unlawful ab t | ition of a noneontract dealer v1 
ir merchant Whi Le! “pootliegvel is not, I refore LeSCriptl 
1 
oar as thie word hii LOT QO} Ot aei he 1 rit vil mer 
ai t 
X } } } 4 ‘2 +] ; co ar wal + | ? vl-pt 
\ metheless w pereve that YDOOTIC@VEINY IS adh evil Th tLe MAPKeLI 
1 i Beis } 
yf automob les which undoubtedly causes serious Injury to dealers whe 
have to compete With “bootie@” Operations, al do whi nh. lf permitted ft 
1] ] + 
co nue alice Xpal Vili i l j y t marh CO auto nia li rel 
] ‘ 9 } i 
i] i the public. Just as accoraing to Gresham s lav hb economies, D 
1} ? bas ] } ‘ % 
coin will tend to drive from circulation that which has more inti 
Value so will the “bootlegg@et tend to drive out the contract me: i! 
{" 4 sé] ] ‘ oe 
or force him to the ways of the “bootiegger. 
. f 1 4 1 } 
The svstem ol marketing automobiles throug , contract dealel na 
crs ! sual } (: | ! hel A 4 
rought maustry and publie benefits Which we dpelleve ougiit ne O by 
. y . . . . , : ] . . 
destroyed if, Consist htlv with our pr ciples ot lreee compet tion. they 


ean be preserved. 


fn the distribution of Packard. Clipper and Studebaker automobiles 


Studebaker-Packard (¢ orp. and its dealers have not been plagued with 
the “bootlegging” problem. There may be isolated instances, of course, 
and perhaps some were factory personnel are not entirely free fron 
fault. but probably there always \\ 11] be =-ome few bottleg sales 

It 1s correct to say, however, that bootlegging oft our brand auto 
mob les has peen Mslenili ant. ana has hot been a subject of any sub 
stantial dealer ec mplaimge, 

It should be emphasiz a that bootlegging hot only damages thie 
businesses ot dea le Is in the rands of ears which are boot | vgeda, b if 
dealers in other brands as well. 

(our OW il dealers who have the overhead expelises which FO with 
the maintenance of adequate sales and service establishments and 
organizations are seriously harmed when the bootlegger up the street 
olfers cars which sel] generally in the same pl ice classes as ours on the 
“wheel and ce uae bootleg basis. 

In addition to th 
deterioration of retail selling 


We thir k that the problem, when and where it exists, is, in all 


S, il leads is Vou have been advi ed, to a genera 


standards. 


probability, a result of maldistribution, and try to make every r 
able efforts to see that our dealers are not burdened With exes \ 


Inventories, 


The dealer's estimate of his market weighs heavily in the estab! 


ment of any dealers’s quota, and the fixing of such a quota is not 
therefore, a unilateral affair. Beyond that. of course. the quota 
merely a euideline, and is not included Ih the contract as a required 
. A 


performance by the dealer. 


In addition to this, the periodic sales repo! tS ind estimates required 


from the dealers and these | hh ioht Say, are types ot reports some 
me eriticized as mstruments of dealer oppression are actually 


intended and used for the purpose of estimating the future market 
and the adjustment of production accordingly. 

[t inust be remembered that the manufacture of automobiles is an 
enormously complicated affair, and that, in addition to the employ 


ment interests of the many thousands of workers engaged in its fa 
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tories, the Want uf: icturer must take in ito account the material and 
component purchase commitments required to be made well in advance 
of actual production. 

It has been urged by dealers and dealer organization that the indi 
vidual dealer is in the best position to estimate his potential retai 
sales: assuming this to be so, we think it not unreasonable that the 
— participate in every reasonable way in furnishing informatio 

hich will aid the manufacturer to plan its purchases and production 

At best, however, it is difficult to forecast the market accurately 
enough so that there will not at times be surpluses of automobiles, 
Be d these are the times hen the dealer hody must recognize its share 

f the obligation to employ unusual efforts to take and sell the ears, 
and when the manufac turer must exercise restraint and sound judg 
ment n its marketing practices and demands upon the dealer 
Throuch efforts, imperfect though they may be. to adhere to these 
Pp rin ples, we | Ave tried to avoid the bootlegging e\ il. 

We do not, in all candor, attribute our success entirely to virtue and 
visdom;: as a smaller producer we do not enjoy the marketing weicht 
of some of our competitor . so the economies of the matter are such 
that the problem has not confronted us to any substantial decree. 


1 


It seems to be agreed by dealers generally that if the bootlegging 


problem could be soly d ithout leo} lation that this would be de 


irable. 


Of the proposals which have been made we woul A 1e opposed to t] 
legislation which would permit restoration of territory secur} ty 
clauses 

For our own part, generally speaking, we regard any trend toward 
putting controls upon the dealer’s co} ' ict of his own business a 
undesirable, an ie we would be reluctant to undertake the policing job 
whi h is a necess ary part of enfor: Ine SO called t territory sec urity. 

It is my own impression, gained from contact with dealers, that 
they would favor legislation permitting provision in dealer sales 


agreements where by the dealer would acree not to sell to other dealers 
except to franchised dealers in the same brand of automobile. I am 
nformed that such provisions used to be included in automobile 
dealers contracts and were frequently referred to by dealers as “pro 


a ss 


ibitive sales clauses 


4 
{ 


( 


Such contract provisions were enforced, I understand, by charging 
an offending dealer an amount equal to the di fe ‘rence between his cost 
price and the suggested retail price of any car sold in bootleg channels. 

I un ndersté and, also, that such prov isions were effective. Here, again, 
we would not like to have the job of policing such a provision. 

We would, however, be ie to undertake such a task rather 
than to permit our 07 tribution system to deteriorate through thi 
bootlegging of our brand automobiles 

In the interests of our own dealers, therefore, we are disposed to 
favor permissive legislation of this type and believe it can be an effec 
tive weapon in the elimination of bootlegging as a major evil in auto- 
mobile marketing. 

Your chairman has proposed a labeling law which, according to 
my understanding, would require that a sticker be placed on the wind- 
shield of each car produced, All sales of a car, and modes of transport, 


° 


vould be required to be noted on the sticker until the car is finally 
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‘ ised ioa retatl customer, The purpose ot this would be to inhibit 
ootlegging”’ by disclosing to a potential customer the channels 
ereby the ear reached the retailer's place ot business, and whether 
e car has been towed or driven in the course of its progress from 
tory to retailer. 
Quite frankly, [ am not convinced that this would seriously deter 
determined bootleg operator. The customer who today buys a new 
ir from a used-car lot knows that he is not buying from a contract 
ler, and the bootlegger might proceed to claim some benefit in the 
et that a car has been driven part of the way to its destination; he 
oht well claim a cost benefit and a road test of the car for defects. 
fn our \ lew, therefore, adopt ion of a bill pel mitting the “prohibitive 
es clause’ in dealer contracts would, of the legislative remedies thus 


} roposed, furnish the simplest and most effective means of dealing 


the boot lecoing e\ i]. 


Phat concludes my prepared statement on that subject. 


Senator Monroney. That is the Potter bill, 1 believe, to which you 
acl iressiIng vourself. 
Mr. Nance. We feel with the prohibitive sales clause put back in 


| Dias } : ] ~_ 1.3 } lar 
here the franc hised dealer who sold to a nontranchised aqaeaier were 


. . ; 7 
ilized. that would be determinative. 


Senator Monroney. But that would be under the control of the 
tory. 

Mr. Nance. Yes. 

Senator Monroney. It would | ave to be under the b ll. 

Mr. NaANceE. Yes 

Senator MONRONEY. Yet these very same factory foree ire l 
iLiIne not your company put are encouraging boot le Oo “| cars 
etting up stimulators with a galvanized iron shed across the rive) 
ma franchised dealer who has been tn business for 25 years, set 


Chevrolet dealer in a town of 25 in South Dakota. Now, if the 
ts are that it is the sales managers that are usine those stimulant 
(i holding them out as breht DOVS of the indu try to all of the 

ers In that State; when Michigan registers only half as many cat 
e State of California and vet Michigan dealers take as many cars 
the 1 ictories as do all of the dealers vou would have to be deaf. 
and blind not to know what was Pong on—and ti put this in 


lif 
e hands ot the very men stimulating bootlegging would certal ly 
eem to me to be hi: nding the dealers a stone when they asked for 
bread. 
Senator Porrer. At the time we had this old contract provision we 
| not have that problem. I do not know whether that would correct 
or not. Certainly I think the manufacturers do know the boot 


rere 


evgers. Certainly there would have to be a sincere effort on the p ur't 

of the manufacturers. I do not think the manufacturers would be silly 
nough to destroy their own sales organization by continuing a prac 
ce of bootlegging which will do that. 

Now there may be eases of overzealous sales managers in certain 
reas. But I think you would find that maybe the manufacturers 
ave be hn to blame in cases through their sales department, but \ th 
he effort to sell automobiles I think we have had some dealers who 

ve been very Willing to sel] On a whol sale basis for the quick turn 

over. 
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Now at the present time with the manufacturers saying, well, 1 
ands are tied, he can close his eyes to 1t; but if he had a provision 
contract. then the mat ufacturer woul | be held responsible, 

ld be held respo ible. But today eget well, this is going 
I am helpie to net I think in that respect it would be a cif 
rent: that mav not be the answer, but 1 know that most people I h 
mroached feel that way 
\Ir. Nance. Of all of the devices proposed we think it might 
the oreatest deterrent. We en i elimimate the human factor 
today you say there is a complete escape clause of responsibility. Ie 
if 1 dealer pre tests the manufacturer can wish his hands of it > 
\ ow The | nothing Lean do about it. Now with this prov S] 


vould seem that flagrant violations could be entorced. 

Senator Monroney. But if they like it. of what ndvantage Is 
i lit dealet Whi just have one more rope vround his neck, There 
about six now. This just gives him another reason for cancel 
a dealer if he sells a car to his brother-in-law, who happens to 
inother ear, fo) some mel iber ot hi brother 11) lnaw’s familly. 


That would give congressional sanction whereby they could wink 
a dealer who was selling 500 ears, 450 of which were going into bo 
leg cars. That happens every day. [t cannot be unknown to the fa 


tory men. I do not believe it could even ‘<a unknown to Henry Fo 

Mr. Curtice. I do not think these men can be unawai that t] 
own policy and the stimulator technique that their sales manage 

ive develo ped are | ading’ to oreater anid oreater acceleration « 
os voing. Lagree with Senator Potter that it is hard to understa 
how men of their orenthess can see the vstem which has liven the il 
tribution to a three or four thousand dollar product the oreatest distt 
bution any such product has ever had—how they can see that to 
down. It is a joint oper: ition that has built their industry great 

I don’t see how they can let it go into the channels of unethu 
merchandising, hoodwinking the consumer, fietitious phony adve1 
tising, blitz methods, and everything else that this bootlegging syster 
has grown on as a major malignancy in the No. 1 industry of om 
country. 

Mr. Nancr. Senator, may I add my observations to yours on th 
point? T have been interested in the marketing of product s for a good 
many years in different fiel« (ls, and what you say I think ts true and I 
think that your committee is rendering not only the industry but th 
American economy a great service in at least slowing this process dow 
to where we have a chance to valuate it. Frankly. I don’t know the 
ultimate solution. But I think that the public is going to have a} 
to play in this. . 

The automobile dealer, as Cars have been distributed over the pa 
has not been—he ha played a a vital part in his community. The re 
lationship between him and the customer is unique In merchandising. 
n that the automobile is the largest ingle item of investment to t! 
average family. He has Col sidered his continuing service a part ol 
the business. Now you go over to the bootleg operator and certain) 
the publie 1s aware that they are not cone to vet anv sery ice, | dot 

now whether time has elapsed enough vet for the publ ic to make w 
their mind or evaluate whether that is what thev want in the mereha 
a sing of automobiles. 
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happe hn othe products and products where ser 


wtor as it sin an aut mobile, because no matte! 

Lie built. it is stil! acon plicated prec of mechanis 

AYNI And C cal be nm very dangerous one Tf if 

int rigl But the publi iops tl used r tae 

( 1 ey kno if io time transactiol 4 
iblie has to have a part in making this decision, TP think U 
he a three-wav deetsior The public is going to play their part 

the manufacturer must plav his part, and the dealer has to play 


‘ 


yA 
Now the denler has brought some of this on himself pecause in ft 


ry val period, when there was n real demand for ears, he dre 1 
price of used cars down and he kept them there, so that he could m 
long profit and he wasnt too Food OL ti service and he made 
ot of enemies among thi puplic. 
Now then, you have two schools of thought foadayv il this bu 
One is that the old tried and true method of distributing automob 
hrough a dealer who is a substantial part of his community, who 
terested in continuing service, Who natura ly has. by the very natu 
of his busin Ss. i huge investment. relative I In dil business, that that 


the method of distribution. But | think the public is goime to pinay 


i part m deeidi vy how nit veh the follow on Main Street is Yong to have 


fo got the supermarket type of distribution 
Now. from our standpoimt. we favor the established dealer. ob 


viously. because as vou mentioned before, Senator, the car with the 


in brand name, is the one that lends itself most readily to the supel 
market. But | think that we are in a state of evolution here. an 
I don’t think that any of us at the moment know the answer. 
Again, I want to say that I think you and your committee are ser 
ing not only the automobile dealer and the automobile industry. but 
the American people, and giving them a real service in slowing th 


thine down so that we don’t vO Too fast In any one direction that we 


are not sure is the right answer. 


Senator Monroney. If the franchised dealer system had not given 


mayor distribution to an expensive product, if it had failed t rep 

rs Vt nnine safely and economically, then we ough if Soa Yr evel 
by legislation encouraging supermarkets or some sort of change, bu 
when that — 


ne 
of normal, 1 dition al, and historical merchandising that has prov 


\ 


rentest bulk of advertising that builds the b lorest pul lie ace eptance 


dl 


comes through the violation of ethics, the violation 


a iuae Gadus to the consumer and has put almost everybody in 


America at least in Ll car, and in some cases YZ cars, it would See 
me that before we let this svstem LO dow n the drain, We ought to hisvve 


il pretty close look at it, and even somebody In Detroit ought to go out 


ind find out what 1 happel ne, 
When vou vo supe aa nan average town ana | am talk ! 


about a county seat of six or ten thousand, it means vou will have 1. 


not more than 2. supermarkets, which means that 8 or 10 indenender 
businesses are sone to be eliminated. You are going to lose t 
reputation and the business conscience which has wrow!] ll) 1} 
automobile industry since the dav of the Reno 6. the 

and the model T Ford. 


T8428 a6 nt. 1 6 


Stanley Steamer. 
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When the public buys a car, and the cars coming through toda: 
the dealers tell me, are certainly not a finished product of the i: 


spection line—I am not speaking abo ut yours, from whom I iy ha 
»complaints—but I do get a number sac i 4 ain ts from de: 
the condition of the « ths ie tLSSt nibly 


The customer, if he buys that car like a can ot HeAS, and 


service warranty and no dealer esponsibility . he is going to ot 
gypped on his $5,000 purchase, no matier how much he thought 


he was saving In the packed prices or the phony trade-in’s. But ye 
eliminate the 8 or 10 res ponsible dealers in the community and yo 
nd up with 1 or 2 supe rmarket guy 
nally, as Mr. Rom ey said, eac shot of dlope leads to an 1 
reasing size of the shot. You can blitz it just so far. Finally whe 
ou get to $5,000 allowance for trade-in on a car and 10 year's to pay, 
and $1,000 cash if you buy the car, someplace down the road, blit 
lvertising, li ce taking dope, is roing’ to wear out. Then lias | asl 
ou What the next step will be. 
Mr. Nance. Senator, you and I are in complete agreement. Al 
I am saving 1s ey I don’t know what the ultimate answer Is goin 
to be. Frankly, it is difficult for me to visualize the 


lente 5 p 


7. 4 
public vy viliing 
1 


DUV a SO.00 a aad g of] OI a bootleg ( ce Of pus sihes 


I can inderstand them FOINnS down to the discount house and buying 
muster Or maybe even a Washing ni achine, but with the method Ol] 
itomobile dist! b wion that has been t stal His ec for SO Mian Vt 
just difficult for me to fancy the thinking of a customer t 
In ind buvs o that kind o b iS. 
Senator Monronery. But we uldn't you Say 1m your years OL ex 
perience in the aut mobile indu try that Tyiai will ptrase out ( 
urs, that yon can’t eventually ove a long run sell a $3,000 o 
1.000 product like a can of peas? 


Mr. Nance. Senator, we sincerely believe that, and that is the re: 
on we are trying to maintain our dealer organization per s 

Senator Monroney. but then it will be too late to recapture the 
xperience and the know how of these dealers that have gone down 
the drain. They are either retired or out of business or buying Gen 
eral Motors stock for their livelihood, instead of selling the product 
So eventually it is going to come and it is just around the corner. We 
have a few instances now of a national chain store operation. They 
would prob: ib ly be run w ith heavy fac tory inane ing, domin: iting more 
of the spectrum. It is at least half slave and half free now. 

Mr. Nancr. You will go to centralized service, too, probably. 

Senator MoNnRoNEY. But you will lose the local finaneing, local 
management, the father-to-son pattern that has marked the suecess 

the automotive industry, some guy in Detroit or New York o1 
C nicago Ww ill be calling the signals for all of the chain-store operations 
throughout the country. 

Again. we fur her concentrate our economy, and the last good, 
firm stronghold of free enterprise on the average Main Street of 
America is your ind pend lently owned dealership today. 

Mr. N ANCE. That is true. 

Senator MoNRONEY. Your dress stores, dry woods stores, grocery 
chains, and everything—we are making giants out of every inde spend- 
nt business. Sooner or later the kid t hat gets out of the Army 01 
graduates from the university would lilo to have a business of his 
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and he gets to work for a chain store. I 


) ail 


ur. NANCE. | 


just don’t think 


IS 


am nol defending it. ] am only oiving you my 
ery senig seo we might poss ibly handle the profit. 


Senator Monroney. Bear in mind I am not taking credit for the 
‘al elation Act. [came up from grassroots in Okinhoma. Where 

ve such things on a State basis, and they are not too good on a 
tate basis, but would let the dealers spend some of 


ley are now taking into Madison Avenue and 
tead of putting a pretty girl in the front a }0-yeal 


xperienced er there, then he might be as attractive to some pros- 
tive buyers as a bathing beauty, and we wouldn’t need such 
Oo! 


if the factories 
eir own money that thi 


of the car, put 


legis 
ut we get all of this hiass se shag advertising for ap a 
\] (ors and I ‘ord ¢ It is Joe. fone Ss, W ho has been sellin: 
| keeping people ace ‘isa in that communit 


tie help. 


>| 
al 


; He ought to 
He can’t sell any other car but that franchi 

him sell a few bootlegged cars In competition with the 
franchised to sell, I don’t think will | ’ 


hy he will be a dea! 
urs. do vou 4 
Mr. Nance. Of course, unfortunate ‘ly, Senat 


aie! who have come into this business in the 
ipermarket-minded. I am eumapletels in} 


are Say ing, but sé me of it originates rig 


right within your dealer bod) 
ator Monronery. And some of it orig! 
tories. We had testimony the other day 
(‘o., one of the these “3 years to pay, 15.00 ¢ 
LOV hpayment, no pay 
is that that sl 


oa Car. 
vou fet 


t 


more than 


rr, Vou do hnrve some 
DOSL-War period who 
svinpathy with 


mates right within f 

is to the Brieht Moto 

Ll Wwe kK, 8300 cash, vo ir old 

ts until April,” = the testimon 
vaatieails enuirely 

ome od it originates from 

> > Y ) + 

Ci , t 


nh — dealers who } 
1 ! 1 
USEC APOUNRG hii nev have gol 


} 


\") | 7 1 V4 ’ 
p was p owned \ tie Ford wotTol 
. 3 ; 

Now, sure, 


} } 
ha SO much supermarket. An 
ewill be more of them 


iotner year, you wou 


uers; yvou are olng to have your bes 
= o* 4° } ° ° ° 
ould fi stick 


go supermarket. Lf you let this thing dri 
just have supermarkets run by ex-used ca 
st franchised dealers say: CW] 
to one line in the lemon years and suffer, and in 
rood years wait for delivery of cars whiel 1 I can’t get, but t! 
overs seem to | { 


‘ : be 
be able to vet the the time when 


v senda 
hot.” 


the line 


“TL don’t see why I should stav married to one line wl ! 


ve them all and I can push the hot ones, because I know how 
can buy bootleg care just as cheap or cheaper than the 
an, and I can get them in as cheap ly 


bootleeevers 
force that understands how to sell 


have a sales 


y as he does and I 
cars and 


[ have a quarter of a 
million dollar plant on Main Street, and I can use my reputation for 
tor 5 a before It wears threadbare on th Se phoney deals and ] 
vill re: lly flood the market.” 

i have had doze ns ot the most responsible and respectable and etfi 
ent automobile dealers tell me that this is their last year in staying 
vith one line. It is amazing. 


Mr. NANcE. 
urse, di 
sen 


You are just 
1 

cadisprope rtionately 
itor MoNRONEY. 


stating my problein. We 
with the bo otleg oper: ation. 
Any questions ? 


vet hurt, of 








3590 \UPOMOBILE MARKETING PRACTICES 





Pehatlo PAYNI L JUSi wanted to ask at that point, Mr. Nan 


no { our earlier testimony vou mentioned that the cony 

do Operat ‘ven retail stores o7 outiets, 
Mr. Nance. Those stores are of long standing with the old Pack 

Mot Car Co.. which at one time had company-own ed stores In ma 


of the bie cities. These stores are in New York, P] hiladelphia, ( hie; 


Senator Pac E. ‘j he metnods of ¢or nductu rr the colmMpany-owl 
stores is not In contrast to that which vour regular franchised deal 
if there is one existing in the area, also has the right to use 4 

aur. Nance. Not at all. In fact, they are treated as a part of tl 

1 


( r body inthat ¢ mmunity. 

Senator Payne. They don't enter into any ot the blitz proposit 
or wheel-and-deal activities 4 

Mr. N ANCE. No. | Fact, thes are maintained more as prestig 
sulons t! in they are as sales salons. 

Senato iicadioks y. Well, for the record now, the committee has had 
considerable complaint about your New York store from dealers 
that area as being not in ime with the type of sound merchandising 
practiree 

Mr. Nance. | can ¢ ee - at to you, Senator. ‘That was a part of 
the cleanup on the 1955 models, but there, again, I can assure you that 
that store did not do any mere eee Abauais that was not a program sub 
ad dieth tesa t.at Uhavinatare tata’ area. 

Senator Monroney. It wasa program that came down from the fa 
tory todo it that way toclean up. [realize you have serious problems, 
and that many of the dealers apparently suffer from that type 
operation. 

Mr. Nance. Well, they didn’t voice their objection. They were all 
brought together before the program was launched and their ss sire y 
was not such that it would indieate that we shouldn't go ahead \ 
the program, it was a cooperat ive effort. 

Now undoubtedly within a group of 30 or 40 dealers vou would hay 


some who wouldn't like it. and fact, we didn’t like it, it was Just on 
of those problems. But we did try to work it out on a cooperative 
basis. We did not Fo 1 and use the store to compete against oul 
dealers. 

Senato MM, INRONEY. | ouess you have to have such an outlet in Ne 


y ? 4 
York in wiesabk to give Pac! 


ear which an ordinary dealer could not maintain. 

Mr. Nance. No dealer could maintain such a showroom on Broad 
way. I think all such salons are company subsidized. Ours is at 61st 
and Broadw ay, and has been there for many years. 

Senator Porrer. You have a beautiful one in Paris. IT am a cus 
tomer of Mr. Nance. I drive one of the Packards. They are a good 
car. 

Mr. Nance. Thank you, sir. 

Senator Monronry. Again Michigan always outdoes Oklahoma. | 
have a 1946 Studebaker that I use in the summertime and still drive. 

Mr. Naner. I will have to be doubly careful. I am talking to 


ard the proper } re stige showplk ice for vou 


customers, 
enator Monroney. That 1s what I meant when I said you couldnt 


wear them out. 


a 
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Mr. Nance. Shall we pass now to the manufacturer-dealer relation 
ps and the sales agreement, which we were asked to speak to / 
senator Monroney. Yes. 

Mr. Nance. In its essence the auto manufacturer-dealer relation 
np is this: The dealer looks to the manufacturer to use factories 
ipment, machines, and labor forces involving enormous capital 
st nents to produce competitive ly Sty led and qualitv ve hi cles, and 

em inuf: iwturer must look to its body ot "de a cule irs to fulfill ; n absolute 
vation to sell a sufficient quantity of its cars so that ‘hese Vist 
stments can be justified by protitable operations. 

[here is no disagreement, I take it and we certainly subseribe to 
e prince Iple that the relationship between an automaker and its 
ilers requires standards of mutual confidence. respect and good 

faith greater than is usual in the ordinary seller-buyer relationship. 

he nature and value of the product dealt with. the importance of 
brand name, the investme - required to make and sell the product, 
da ees of other factors which could be enumerated, all com 
eto compel such standards 

(nee an autodealer has cast his lot with a manufacturer he does 

ot, like the draper or hardware dealer, or many another kind of a 

erchant, stake his prosperity and business reputation on dealing in 

oods which he ean pick and choose on price and quality from a wide 

wiety available to him, but rather depends in large measure on the 

stvle, quality, and price of goods which are furnished him by a single 

maker: although his influence is important in these matters he obvi 

uusly has no direct control over them. The manufacturer similarly 

puts a large measure of his prosperity and goodwill in the dealei 
inds. 

Unless the dealers measure up to the competition of the market 
place and seil adequate volumes of automobiles the manufacturer will 
tind itself unable to carry on the enormously costly stvling, research, 
engineering, tooling, and advertising a ages to continue In a fiercely 

ompetitive business, and, additionally, since the manufacturer’s 
brand name is on the product and has always been of major importance 

automobile selling. each dealer in his trade area is the custodia 
ifthe manufacturer’s reputation and goodwill 

When a customer is brought into a mean and shabby sales estab 

hment or if he receives inadequate or incompetent se rvice, or if he 

[ nks he has been ( verreached in some fasl ion he, more often than 

ot, directs his displeasure toward the automaker. The automaker 

nd d aler, therefore, do most certainly exist interdependentl vy. 


We think it behooves us to discover from our own dealers whether 
not they have the complaints concerning factory practices and 


elationships which have been expressed by autodealers as a group. 
We know in some cases that they do not. 

Also, we know that we have not received any significant dealer com- 
plaint about our sales contracts or their administration, although, as 
{ will subsequently mention, this is a matter which is receiving our 
urrent attention. 

‘| here are, ot COUTSe, disagreements, and controvs rsies with indi 
idual dealers from time to time, and this, I’m sure you'll recognize 


s inevitably a part of this kind of a business relationship. 
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We have started, and plan to continue, a program of informal e: 
ferences between dealers and executive officers of the corporation w 
are not primarily responsible for sales. We are not primarily co 
cerned te with adjusting individual and isolated grievances, b 
with obtaining a cross section of opinion from dealers in our brand 
seinen bihca about their relations with the factory, their complaints 
and their suggestions. We believe that this will permit us to evalua 
our own factory-dealer situation and to de whatever may be reasonal 
done to de | VV ith any areas of fr} "1c ion or dise ontent. 

Much of the criticism of the manufacturer-dealer relationship 
directed at, or attributed to, the dealer’s sales agreement. The AOTt 
ment is frequently referred to as a “franchise.” This, perhaps, is n« 
truly deser] ptive of the contract. 

a + word “franchise” connotes the oTrant of some sort of a permane) 
or long-term right to do yet mi otherwise Jegally incompetent 
We do not erant an auto de l ler the rioht to engage iD business i 
him the privilege—not extended gen 
erally—to buy our products for resale. This is the only respect 
which the word “frat CHIst " has any Vi alidi ty in dese -ribi ng the agres 
ment. If mention this not fo r the purpose of treating you to an exe! 
cise in semantics, but because I believe that the use of the term quit 
possibly has led to misunderstandings concerning the meaning of thi 
contract and the relationship it is ae to create. 

The dealer’s sales agreement is not a legal necessity—--genera! 
speaking, there is no legal reason why autos could not be sold simp) 
by the placing and acceptance of purchase orders. 

As a practical matter, however, the agreement has undoubtedly 


tuto merchant; we do give 


j 
| 
| 


evolved for reasons important to the dealer and the manufacturer. 
One reason is the manufacturer’s need to protect the good will 

tached to its br: see and trade names. I’ve mentioned the importance 

of this in automobile selling. The manufacturer, therefore, has 


legitimate concern and interest in the quality of the dealers in its 
p — in the location and type of establishments they maintain, in 
the maintenance by t hem of adequ: ite supplies of service parts, in the 
caaliikdinaed by them of competent me chan ics, In the use of proper 


tools and equipment, and in their manner of alien with customers. 
These matters, then, are subjects of agreement between manufacture 
and dealer not for the purpose of exercising some sort of evil and 
tyrannical control over the dealer’s conduct of his business, but as 
standards by which the manufacturer, for entirely proper reasons, 
selects and retains his customers—the dealers. 
(ll of the dealers carrying a particular brand of car are, without 
question, benefited by this kind of guardianship of the brand name 
Another purpose of th: dealer’s sales agreement is to provide certain 
protections for the dealer which are not normal 1) the ordinat y sale 
and purchase transaction or seller-buyer relationship. 
under our agreements if we reduce suggested retail prices - our 


iutomobiles we refund to each dealer a part of his purchase price on 
the ears he has in inventory so as to pro tect his P rofit ms: irgin, 


Ifa dealer overbuys parts and accessories he may, within a preseribed 
time, return them for full credit. 

Notwithstanding any limitation, either by contract or law, upon 
our right to terminate the relationship with the dealer, the dealer may 


7 


withdraw, without cause, and upon only 30 days’ notice. In the 
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mnt a dealer principal dies or retires for reasons of health we agres 
offer a dealership to a member of his family nominated by hi 
ve have g vd cause to terminate the relationsh Pp and do so. we 
metheless repurchase the dealer’s stock of current model au 
l, according to the terms prescribed in t 


\ 
| ized si} ‘ | i] s]q | Wh} nt. and foyyt 
ries, authorized signs, and special tools and equipment, and so Tr 


ihe agreement additionally covers the usual business matter 1 
sof payment, warranty, use of trademarks and names, cooperati 
erulsiny, and, of course, the cause and mecunank of fermi {10 

{ has Heel suid that the eontra of this pe ao { ] 1] ( 


obligations, except perhaps deale1 obligations, and the examp! 
n cited that there Is no 1 ‘tied ob! Fil On On 1 e tT an Pocture 
tosell and deliver cars to the dealer. 


ihe contract 1s thus said to be “un lateral”? and “laeckine in} 


be It is true that no obligation o this sort pelled « . oH | 
e that the contract does not include any dealer agreement to Iw 
years. But the thing that is overlooked is the impracticability of 
elling out pecific obligations of this sort in a document intend 
er a relationship hich continues over init lon «| ‘ 
iod of time. The real contracts to buy and sell ent ive in the 
ha 2 orders placed by the clealers and : eDptle | by the ma 
irTer. 
i These obligate the parties only for a relatively bi future period 
Che dealer does n ish to he legally committed to b 1 
CIty Tora mo term or indelil e pel od Vn tie ! 
r cares to commit elf to sell fon long term or ind 
re period 
We'll go al ne W th definit obligatic ) ll t \ ? X t 
dealer will make a def e commit buy. and will be lad t 
If buy are ll Win fo mak \ nmitm the cont ’ 
eason bly be ¢1 t ecized on t i eore 
bly most. « ism of the dealer CMe) is heen din 
the termination provisions. It has be« aid that v such contra 
| terminated by the manufact er on short notice vithout ( 


ereby virtually destroving the business and investinent of the deal 


We have, nee the co} ibination of the Studebaker a 1 Packard | 
es, redrawn our dealer contracts in order to achieve as greet a 
aegree ¢ f uniformity as possible bet wer n an IN he se manv of t 
deal } iy have bi ( ome “dual” dealers han Hing the St debaker, ( ‘ipper, 
d Packard ears, and it is obviously desirable to sell all three ears 
e same terms 
fhes debal r contract is of defi te durati and th Pa kard 
i Clipper contracts are for 1-year tern is has been the case for 
ee j 
We have underway a program to write the Packard-Clipper cor 
tra as contracts of indefinite duration, the same as Studebaker 
Che contracts for an indefinite term ‘an be terminated by the ma 
! turer only for cause, and this also is true during the term of the 
i ? rc] i ( iy ve) oreements, C‘ertain spec! ied ( uses, uc 
ick of license, death of dealer, dissolution, insolvency, and others wit] 


) you are undoubted|y familiar, permit immediate term: nation o7 


Written notice. 
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Other causes permit termination on a 0-day notice, These cau 
idmittedly are drawn in vee ral terms. An exaniple is that relath 
fain lanis ie a oa: eae al e 
o dealer’s selling responsibility which requires dealer to 

ictively promote, develop and conduct the sale of sellers products tn t) 


ren described in paragraph second of this agreement 


Plea e take note that this does not provide that these things sha 
be done to the “seller’s satisfaction.” We do not, therefore, conside 
thet this cause of ter iinati yy MAY he wu ed unreaso nably or mn bar 

it] [It would be desirable, perhaps, to have a more exact standard 
than this as a cause of termination, but that 1s not possible unles 
the standard involves the right of the manufacturer to terminate fo 


MI) own exper lence with dealer thought on this subject is that suel 
standards would be exces Ainply disaereeable to them. Yet it is neces 
iry to have some basis for terminating the relationship if a deale 

fails to do a reasonable job of selling the manufacturer’s acsiied. 


dealer’s failure to sell a specified percent of industry or price cla 
cle 


I have suggested earlier that failure to generate the sales which 
will permit the research, engineering, styling, tooling, advertising, 
ind so forth, will harm not only the auto maker, but his entire dealer 
' } 7 
bod 


ie dealers who attend to business, build fine reputations and stake 
their futures on dealing in the car line have a genuine interest in a 
nanufacturer’s efforts to prevent dry rot from spreading through a 
dealer organization. 

It has sometimes been suggested that a dealer ought to be able to 
appeal a termination to some kind of a board or arbitrator. 

I mention this only in passing. The Packard Motor Car Co., prior 
to the merger, had for a period of about 5 years, provisions - its 
dealer contracts permitting appeal by a dealer who claimed wrongful 
termination to a dealers equities board composed of manufacturer and 
dealer representatives. 


The provisions were so written that dissent by any member of the 
board would automatically result in a ruling in favor of the dealer. 


I am iad that no appeal was ae to the board during a 
period of about 5 years, and the plan was abandoned in about 1953 
simply because it did not appear to be ad 1 in our relationship with 
lea] 
qmeaiers, 

It should be said, nd has not, ] believe, been stated tO vour com 
mittee, that whatever else may be true in the marketing ot automobiles 


today, there is keen compet ition for dealers. Most manufacturers 
need additional dealers, and are actively seeking them: there 1s com 
petition between the auto makers for the ser bees ive of existing dealers 
ind. prospective dealers, It harms a manufacturer, and is especially 
lamagi ng toa sm Her manufa turer, to lose a dealer specially 1s 
this true when a dealer's re ason for termination Is for the purpose of 
lealing ina competitive brand of automobile. 


_ 


in metropolitan centers, In parth ular, dealers are difficult to re 
place. Yet, in all of the outcry about “unilateral contracts” and 
utuality” I have heard no suggest li n that the dealer ought t to be 
able to terminate the contract only for cause. 
We recognize that it is not practical tO attempt tO hold ‘a dealer to 
the contract if he no anor wishes to deal in a particular brand of 
iutomobile, and vet would this not be the essence of “mutuality”? Ts 
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not Hmpractical to consider the rel itionship au marriage Tron Vv 


e, but not the other, party may withdraw 4 


We do not for one moment intend to suggest that the dealer cor 
ict and the relation ship which are created thereby ive perfect and 
{ subject to Improvement, 

We intend to continue To Give the matter contimMuous attention, A 
weigh heavily in all of our considerations the opimions an r 


” ’ 
ons OF OULr dealers. 

Phe ve ently nhnnounced chang in the General Motors dealer 

yCctS require, for competitive reasons, that Wwe revie Our ct 


tracts at this time: this is being done 





1 spite the humerous sugegestiol which have been muacde of fear 
ne opinion and eritiecisni we nevel hy ive fo 1 « I lore rs to bD 
eluctant or timid in this re pect. 
Vhevy have been entirely candid and frank in bri one to ¢ 
tion matters which they have th nieht required COrie ono 


vement, We have tried to deal w th them o1 the same ba : 
cweneral, we think our dealer relationships have been eood \V 


to keep them that wav. In saving this we do not mitend to ten 
r minimize the Importance { The Mywss ot data ana ey dence Vi ! 


mmittee has neecumulated. We think it will be useful in our etfor 


oOnchieve the ~OUNLeST | i Lot che lea rel ttlo shy 1) POSS bl. ‘ and LHere 
rore, expres our ppreciation oft the value ot your labo } ! 
rv. 
And | nieht add, as | did in the question of hootlege neo, that, c 
| don’t know that our experience in the dealer relationships wouk 
Vpireal of the ind ISTry. { think as a small manufacturer there 
PimMacy hye ween the factories and the dealers threat necessa 
ildn’t exist in the larger organizations. 
Senator Monronry. You don’t have too much chance ever 
of such aimind to pressure your dealers too fai 


Mir. N NCE. There are times | would | ke to be abie to pi 1h} 
ttle bit more than [ can pressure them. 
enator Monronry. Well, vou have some pretty tine people. | 
ave talked to several of them over the country. The 
ers. They know they have a tough competitive row to hoe but t! 
are working at it. 

Mr. Nance. Our dealers, Senator, | suppose, in the face of 


{ | | ‘ } 
pe] narket operation today, would be classified as ¢ { Old s 0 
| ! 
Phev are trving wat ’ } welyves and live accord om te } 
rad pattern Now they VE very tough row to hoe, oby \ 
1 ia 
entre ed betTore, the 1 rt TOWRA tive mermMark ~ Oo] 
: } } 4 
iy it thre i Of ur dealel Lt tne Liki V¢ j 
1 1 } 
robiem nad a ve real problemi. tha \ ly i ‘ » Int 
| ] | s . } } 
ume dealer. Tle becomes a very likely pros} 
' ; “ 
' I make OF cara Is suUbJecE to WV oO eo} 
] ] 1 4 1 
Cars, al we have some deals who. as [ mentio i Le « NAVE } ed 
( t id | is 3 ery i ! ne wars { ere ‘ \ 
; al . ] ! 
Oj Catlise ON TmMealatve Dowie? sO) ner a Teal pl ( ) 
] | } 
] mild ror ne on} Heine | With cur deuters, but 
| ] { }! { ] . 
ealel —SLLbN or . nare oF re } l ] \ oO pro ‘ 
olume out o TeETTIUOVry nece \ Oo sUusthall thre ractory Op" re) 
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of the committee that certainly the factories have to look for the 


maimtenance of adequat » sales volumes. Vhey have to look for t! 
maintenance of goodwill and protection of the trade name, but wh 
eems to me to be happening, as I go back and forth across the country, 


that the market penetration ts the ¢ nly 200d at which these new zone 


. iles managers seem to worsh Dp. ihe vood hame and the factor) 
reputation even—lIs Just a temporary thing to be bargained away to 
itch the a ISS ring in Hirst perce htage ot the price class and don't 


ook at anyt ing else. 

The dealers that you talk to want to maintain that factory goodwil 
ind factory reputation, but I don’t think any dealer, to my way of 
thinking. has been canceled on that count. But several hundre: 
dea le rs, according to the testimony we received last week, received 
ietters of notice of termination. They were form letters, and the only 
thing wrong was the dealers were ] or Z cars bi hind the percentage O} 
price class—without any other reason—and they had absolutely no 
appeal. One dealer testified he was 25 vears with Buick and he w: 
out just overnight. Certainly there is something else in the automobil 
busine ss between being first im price class every month. Al] ears can’ 
he first: only one can, and if all of the other dealers are 2F0InNe to be 
terminated, you are going to have a pretty high mortality in you 
dealerships. 

Mr. Nance, There isn’t any question. There is a high mortality 
today and particularly among your old line dealers. 

Senator Monronry. But that mortality shouldn’t be necessarily 
accelerated by the factory. Economically itis happening. It its going 
to happen move this year. The large reason is the so-called voluntary 
liquidations, the fellow who is just tired of having to engage in prac- 
tices which they consider unethical and obnoxious to them as estab- 
lished citizens in the community—phoney claims and a $1,000 give 
away ona new car, and packed prices. 

They don’t like to engage in that kind of unethical practices, so 
they just turn the key in the door and liquidate and lose their invest- 
ment. On the other hand, you have the factory men accelerating that 
with circular letters of termination and replacing these fellows with 
the wheel-and-deal type of man that maybe has had a record of 4 or 5 
failures in business before that. but alw avs looks good for a fast buck 
for the moment to get first in that price class. 

Senator Paynr. It might be the little fellow that year, but he would 
be important in the difficult years. 

Senator Monroney. If Detroit would realize that next vear there 
will be ar other car to sell and the vear after that another ear, maybe 
they vould underst ind the pre blems of the dealers better when if 
to these mas executions that the zone managers send to them. 
am not unaware that the factory gives to the dealer something of 

1 


‘omes 
t 
i on, 
? 1 


value when they extend to him the right to se!] their cars in that area. 
But witl 


1 that right, when the car can be delivered in his community 
for S75 cheaper by a kid driving one and towing one, no longer is 
there that mutuality in the contract. This man must stay wedded to 
the same wife through sickness and health, but he has no protection 
‘rom the philandering down the street in his line of cars. 
So there is no right today in being a franchised dealer for “X” car. 
Mr. Nance. All I can say, Senator, is you have a very full and com- 


lete appreciation of my problem. 





. y : ¢) 
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\LONRONEY. |] understand the pro »blem. It is like you are 


vel 
dde d co P |e i A nelohborhor rd whe re e€ve rvbody is hohty vO and 
are going to get hit by the brickbats through the window. No 
rent ‘ hootleas ‘ Studebak r. but thev suffer as the bootlegging 
iaatly on in Ford and Chevrolet. I just think something has 
t to be done on these contracts, 
you sav that one reason is the ma mfacturers’ need to protect the 
Iwill attached to his brand and trade name. Well. he has lost 
when he pern its boot! LOO TNO To Grow to the extent that 1t has 
vn, and he 1s cvoing to lose the only OUuy who L? reestablish 


franchised dealer, who finds nothing much of further value in 
no the exclusive dealer for that trade name in that area. 

\ir. Nance. What few instances we have had of bootlegging of our 
, we have had a factory policy and moved in immediately and 
ne the cars off the used car lots. We haven't had a great deal of 
ut that is our 7 oliey. 

Senator Monroney. The factories sa vy apparently that they can do 

othing to ¢ ‘control bootle: eoiNnge hecause MeGrath, the Attorne ‘y Gen- 

il. onee made a speech. Of course, it mav or May not be controlling 

] 


thev cannot ennecel a dealer for bootlemeing cars, but they cer- 


lv have the right, if the purpose of the franchise to protect the 
oodwill of the product name, to put the cars in the spots where thev 
il] do the most good to protect that trade name and the goodwill. and 
ting a franchised dealer sit 3 months without the new “model. while 

new model is on every bootleg lot in town, does not protect the 

viwill of the product. 
Therefore, | think any lomical court of law would } e forced Ta hold 
at the factorv has the right to place the cars in the hands of the 
ver who will supply his franchised market 
Mr. Nance. We mentioned a while ago this clean up problem on 
ilete models. We had one or two instances where the vy showed up 
used car lots as new cars and we moved in and bought those up to 
protect our local dealer. 


Senator Monroney. [t costs a lot of money to do that in these other 
es, but Vou oneht to be commended mn the effort being mace TO 
tect your own dealers. But this maldistribution of new models 


} 


ing the hot selling period certainly could be cracked by Detroit if 


hev cnose to cet their dealers the ears durn ua the fast selliy ag period 


w models. — manv dealers have s _ me that after the 
iom is off the rose and they are hard to sell, when thev get the 
OTeR quantit ies, 

You sav vou don’t attempt to dictate how many cars thev are to buy 

You are not in the dominant position other manufta turers are 
Mr. N ANCE. We could be if we wanted 0. Isic | 

Senator Monronry. The ciher mannfacturers just sav: “Thess rs 

e out here and the truck that just brought them in is waiting for vou 

ont draft.” You may have 15 of the same ni lel on the floor. b it 

f ye <ire § franchised dealer for those companie .vour judement te]] 

itis a pretty vood business poliey to take those ears. That is 

vhy 7 or 8 States passed antiloading laws, to trv to olive the dealer 

degree of protection Now if the dealers ra n't vO Sy hoagl nad 

deal,” they have a new wrinkle—thev are sorry that the dealer isn’t 

ntitled te more than two ears on lis chow rnoMm floor. Tle sits there 
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while the stimu! L1tOr's who have been placed in business vel all of t! 


ears and all of the models they want during the fast selling perio 
So there seems to me to be not just a lack of mutuality, but almost 
matter of serfdom that exists im certam lines, and the dealer IS POolIng’ 


to have to have some protection In his contractual arrangement. 


' 
t 


ie Just cal t put « i coat and leave i he is canceled out 


Nas i record COmMpar ble tOvhn e@X-conviet, lle hh is peel tried and tour 


wanting by the competitor and so they are not about ready to pick t) 


I 
up and give him a dealet 1) }) 1¢ the competi - car in that line. 
Mr. Nad . Pam afraid, Senator, that I havent bet LOO hel fu 
vour problem: because T don’t have the experience to contribute 
olution to the problem. We are trying to live with the problem 

Senator Payne. You are trving to live with your de: lers to. 

Mr. Nance. That is reht . 

Senator MONRONE) \ “Lo Vine them a ce OPEC of prote tion. 

Senator Porrer. Mr. Nance, have you experienced any raiding | 
thy other CcOMp: ies OT vour Dette dealers 7 


Mr. Nance. Well, Senator, that is, of course, always a very diflicu 


| ry ] : ! | 
thing to prove. ie Usual hnique n 1 uiisthat the derater must ik 
} . , , . . as , 
the initiative in approaching the competitor fora franchise. Now 
} : ; : ’ 1 
to how he cot the aden that th iPanc Se js iy lable, should he hha 
} } 1 ; yy : 
the apy ; Liwavs debatabie, and ws very difheuit to pro 
‘ i 
We ive had iolated territories Where there would be evidence OT} 
> ie : ! ] “er 1] 
concerted erort to get our dealers, but again, that would be al 
! ] 1 . 
I wild ivel CLUTTCU cF (QO |} Ve 
T 9 ] 
A Ci =: Vv 1 } } ( rity \ ‘} ( ts) iy nt 1et 
WA 7 + ¢ > 4 { —— Ro lag ler | at 
e@eare Lb Tec ( WUE LV Trot tliks mipetition TOP GealeVrs VECAUSE 
) WPI ve E> ; . + } Farit ’ 14} Ixy tha lar 
OT COU me eC al CO} j { , ae (iPr te ‘ Ci i) LV IO IV Urle beil Lt 
hud ! aval re ithe iO chose t pirate ) 
cle i } 
& ¥ ] } 1 
SP Or ( | ii e Vv last ] } Cie n the p t ven 
MW Naxcy ve ’ f denlers. LT woul <3 
1 
t | Cticil ‘ am Up aiid Cire 
, +94 ; +4 \} ( ‘ cs ¥ ? ‘ } 
} i i ) hie \ ii ( end 
I dont 
i tor MionrgonNrRy Do | e 49) rt | auest , / 
Sn } YN] Ni 
{ | 4 ! 
( tf i i N EY ! i 1 TeM q <TIONn Thye mpiliti 
] 
iS tO poOssib g Wing W ) s. Most of f 
| \ S ‘ } ) } risiatin »? } ner Sry 
1 : 
() ye ( I tO } re Ole ng or a contract a nd Cree 
, ry ( . 7 } 1 ; 
} ul ul eC] | erali irade (<« WMISSLON { | « cd not cieal 
af \ rie na liyt ie f 1) +] tr { vy and t 
( ! ; t O ele} 
} 
ral other plas (haf the term 
I 
} , 
i j orld Le mreasol ably Sho} tak icy Int weoune the 
’ : 1 . ‘ 
} re PX 1 ( 1 . obliaatio indo tient in Dla 
nda 2 f 4 : ] 
ad parts tf sort of ng, of the dealers: and three: be not 
: ject I re¢ ! Oy 1] iO eS tomohbile l 
] ' 
CeS<CO) S Tha iti { nev need rou! allo ( Lie} tT. | I 
, See ERR ae Po ] ee ace ctaneds iad Se ee 
Li) Ss OT Tl thisporta on trom tne J tory pv which he Cal OULG 
\" low mpanie lice ninate hatwea + daglare 
f \ ( 1LO companies to dis minate petween pet aeat 
I i 
ie } | } oe ] ? a ca 7 } 
hh) non pe aeaters, both as to the kind ot cars, accessol ies, and al 


le tients 1n times of shortage, 
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Mr. Nance. What was that last point? 
Senator MonroneEy. Require companies not to discriminate between 
lealers as to the models, accessories on them, and allotment in times 
f shortage. 
Six: Provisions for arbitration in the event of disputes. That 1s 
e line of thought that is being discussed as to specifving the thin 


t will 
i Wit 


be an unfair trade practice in the industry if the contracts 
| to provide for this protection of mutuality. 

Mr. NANCE. Would you like to have me comment on those pont 4 

senator MONRONEY. We would appreciate It. 

Mr. Nance. Well, let’s take the first point of mutual obligation 
Personally, | would be heartily in favor of such a contract if at the 
franehisin a dlealer Vou could al 1] ve ata mutually agreeable 

» what the responsibilities of each party were, | 
vould be heartily in tavor of it. or example, you could define the 
esponsibilities of the factory to furnish cars of competitive styling 


co 
i _ 
+ 
t¢ 


“ 
a@erstanadmMge as 


‘ 


petitive performance and in certain price ranges, and at the same 
me it you could hold the dealer obligated to produce a predetet Wide 
percentage of the market penetration of the area in which he was the 
resentative, j think you would have A lot le : misunde tanading 
neellations, and I think you could live much better. 

Now both of those would have to be subject, of course, to inte preta 
on, because you couldn’t reduce them to definite terms. But, on the 
and, if a dealer were told ahead oi time, for example, that 

“XN” manufacturer was going out to try to double his business 11 
ertain period of time, 1 think it would be only fair that he know 
when he tock on the obligation to represent that manufacturer 

Given. territory. 

On the other hand, the smaller manufacturer can’t exercise the 
ressure over dealers to the extent a larger manutacturer can. That 
ld enable us to conduct our business more sound, and more 
tably. if there was an assumption of an obligation on the part 
ie » denler that he would provide us with a certaln percentage of 


business in his territory. 


Now would vou state the second point again, Senator? 

Senator Monroney. That could be not just an average percentage 
f the price class, however, for the Nation, because the very fact that 
here is an average means some are below and some are above. 


Mr. N ANCE. No, it would have to be based on his territory, based 
on his experience, and his particular tnarket. That IS Very ea ily 
ione., 


Senator Monronry. Now vou mentioned somethin: 


y 
j 


r else, that the 


i k off vl d leave 


franchised dealer, particularly with your line, can wal 
vou holding the sack 4 

Mr. Nance. That is right. 

Senator Monronry. Would it be that the factory could have a ear 
cellation penalty for termination where no just cause is shown on 
His part. So he would have some responsibility and the factory also 
would | avea penalty attached if it chose to cancel for no cood 

Mr. NANCE. Well, we have discussed that subject a oreat clea 
tor, because it is a very real problem with us, but under today 


Wistances, and | speak only for ourself as a smal] manutiacturer, it 


be completely impractical for us, and such a practice would 


reason 
} 
i en 


e th i 
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have to come from the leaders of the industry or otherwise ok 


)V10U 


we couldn’t secure any dealers. 

Senator Monronrey. You cannot do more or require more of y: 
dealers than Ford or General Motors. 

Mr. Nance. That is right. 

Now I didn’t get a note of your second point. 

Senator Monroney. Two, be not unreasonably short in duration « 
the contract, taking into account the duties, obligations and investme; 
of the dealer. 

Mr Nancr. Lhe contract I personally favor is the one we hav 
with Studebaker and the one we are presently putting into effect w | 


Packard and that is that you are married until there is cause fo 
divorce. 

In our case I would assume that we have a very high degree « 
loyalty in terms of length of service of our dealers with these partic 
lar brands and it seems to me that bringing in that indeterminant coi 
tract is the best expression of mutual confidence. 

If the contract is 1 year or 3 years or 5 years, it means at the expi 
tion of that contract, you come to a crisis in your relationships, don’t 
you? 

Senator Monroney. Like a trial marriage. 

Mr. Nance. So personally I favor the indeterminant contract wi 
which I have had a great deal of experience in other lines of ‘ae 
and which I think breeds the best spirit of mutual confidence. 

Senator Porrer. Do you have provisions as to whether the contract 
could be amended ? 

Mr. Nance. What is your question ? 

Senator Porrer. Do you have provisions whereby the contract could 
be amended by the dealer or the manufacturer? 

Mr. Nance. With your permission, I will let Mr. Blythin answer 


that. 
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Mr. Buyrnix. We have a provision our contract that 1f we off 
ew contract to all dealers wenerally It nervy be amend g 


Senator Porrer. Assume that the dealer wants to amend the 


Vir. BLuYTHIN. No, there is no provision for that, Senator, becau 
denulimag WV ith seve ral thousands of contracts in the first | wee In Ol 
o avoid diserimination, they all have to be substantially the same 
| in the second place, as a matter of administration, they all have 
o be substantially the same. So we will only provide for amend 
it if they are all amended. 
Mer. NANCE. What vas the third point ¢ 

Senator Monroney. Be not subject to requiring dealers to tak 

sutomobiles or aceessories than they want. 

Mr. Nance. Well, I think that would tie back to vour first point 

ou hada hice ed agreement. That is why i think a fan 
irdstiek « f f pei formance woul | be a pe reentage rath rtnan a nxt 
quota, because after all the only true measurement of performance is 

e percentage and not a fixed number because there vou have varying 
onditions, and, of course, neither one would be an absolute yard 

ck as we all appreciate it ‘ beeause of the competitive conditions. 
the relative “hotness” of cars, competitive cars; but as far as forcing 

dealer to take more cars than he wants, 1 think rather than dea! 
vith that on a short-term basis, that there again, I think that is a ques 
on of attitude and confidence I do not think you can spell that one 
ut specifically. 

Senator Monronrey. Four, allow dealers to select the means of 
t! insportation. 

Mir. Nance. Well, I think we do that, don’t we ? 

When you say the mene of transportation, there is a difference 
there if I may make the point between the method of transportation 
ind selecting the particular vehicle of transportation. 

Now obviously you have to exercise some control in the selection of 
your carriers because you have mixed loads and all of those things to 
contend with. 

Senator Monronry. You would not have a full load going to one 
lealer and therefore. the factory has to select the carrier, is that cor- 

ect 2 

Mir. Nance. Plus the fact that in order to maintain these carriers 
nd retain them in business you have to have an obligation to give 
them the business, but as to whether or not he wants it by truck, rail, 
or what not, he can exercise that desire. We try to "ea cooperative in 
that, but I think that to make an absolute rule in that case could work 
hardship on both parties. 

Senator Monroney. Five, to require companies not to discriminat 
het wee Nn dealers both as to kinds and models of cars, accessories, and 
allotments during times of shortages. 

Mr. Nance. Well, I think, Senator, that in theory that would b 
cood, but from an administrative point of view I think it would 
to endless disputes and argument There, again, you have the mora} 
factor of be ing fair in times of elec in the allocation of your « 
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{do not think that is one that could be very well spelled out in wor 
I think that that is one of those intangibles of business relationsh 
Senator MoNRoNryY. Six, contain provisions for arbitration of d 

putes, particularly as to terminations. 

Mir. Nance. Well. as I mentioned, at the Packard Motor Car Co. 


ad that in etfect for 5 vears and we personally would be perfes 


Senator Monroney. It is net so much a problem with you as 
Worl ld be with deal I's of othe lines threat ale heavily sought atts | 
k that again is just a matter of bei 
Senator Monnronry. Now there is also under consideration legis 
nirPVviblny tO Gein which ina '\ Writing ot the law opens roo 
isinterpretations and includes things that perhaps are broader tl 
vou inte) ded or not as broad the so-called day In court approach, 
rive the dealer the rioht, reonrdl ss of hay Ine walved in the cont: 
sto go to court, for him to vo to court and sue on a breach « 
good faith in the termination or the nonperformance of the factor 
with the contracting dealer. It would merely, as T understand 
outiaw the waivers that are customary now in most of the automobi 


acts. where the contract is not contestible as a matter of YOu 


Mir. Nance. Well, Uthink probably Mr. Blythin could answer t} 
i inasmuch as he works on the contracts. 

Senator Monroney. Would you state your name, sir / 

Mr. Buyrarse. Robert Blythin. 

Senator Monronery. Do vou solemnly swear the testimony you al 

Oui TO MVE n this hearing shall be the truth, the whole truth, 
nothing but the truth,so help vou God ¢ 

Mr. Buyrnuinx. Ido. IT think I could answer you very briefly, Se: 
I think we would be avwainst such a law. The deal 


Vv savihg 

hasa rletit tO fo In court How if there is a breach of contract. Now 

| nderstanad the proposal that vou have jul t mentions a. vou are tall 
e about giving him a right to go into court and sue for something 

very vague a breach of good faith, and I do not think that we « 


anvone else 1 DuUsmess, a a ler Or a meanutacturer Ith anLY other bu 


ness. would like to have his mehts subjected Oa Vague question Ol 
} ] 
YOoOU raith 


Senator Monroney. But now the minute he eoes into court he 
thrown out because in the process of vetting the contract m the first 
place the fine print in the contract has caused him to waive any ri 
he has to contest any provisions of the contract on wood faith. 


ghts 
Mr. Buyvruix. Well. there have been some very substantial judg 
ments. Senator. I do not think that is entirely true. There actually 
has been litigation in which the dealers have prevailed. 
Senator Monroney. We have had testimony here in these hearing 
of reliable dealers of 30 years ex] erience who were terminated becausi 
thev sold one less car than the national average in price class, that 


t] e\ suffered losses of up to 00 percent of then reasonable Investment, 


that thev had no chance to go to court because at the time of the S19] 
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“the contracts they had waived any rights that they miele have, 
l there was no provision for arbitration. 
Mir. Nance. Was there a provision in the contract that they had to 
We ispecified amount of business ¢ 
Senator Monroney. No. In the contract you spoke of, the proy 
would not beso bad Im your contracts. 
it in the General Motors and Ford contracts it 1s a question of 
taining that volume to the seller's satisfaction. You left that out 
your contract so yours is more equitable. 


- \Lr. NANCE. It vets by k to the contract whether or not he hasan fan 


] 
nator PAYNE. The biggest factor Is the fairness of appron 

j NANCE. Yes: tha sricht. 

Senator PAYNI Phat is between the manutacturer and the dealer 


itor Payne. For instance, we had testim 11h of one case 1 can 

ill of a dealer who had gone to work and he had made the struct 
ves that were recommended to provide vreater facilities and 
ha verv unreasonable period of time, if my memory is correct, 
ontract was declared out the window. Now under the arrange 
ent rat Vou ih dor that Packard had in their o1 iwinal contracts back 


ver 2 d-year period which vou mentioned, certainly that would afford 
dealer an opportunity to come im before a group and present his 

of the ae AS TO WHit Ws contract Was being terminated, an { 

re was one dissenting voice about it, it would be resolved in fave 


iat dealer: is that right 4 

Mv. Buyrur. That is correct, Senator. 

Mr. Nawcr. That is right. 

Senator Payne. Now that I can subseribe to as being a fairer ap 
oach in order to see that pressures OT an improper type are not exel 


ed against a dealer who is honestly trying to do the best job he cai 


E 
r the COMPAally that he represents. There are too many instances of 
ose fellows lust heme thrown out the Window because they just Wot t 
Oalonge with something hot necessarily something the factory h sic 

vy themselves but which some ambitious zone Managers who are try 
ng to make a name for themselves and probably never been ina grease 
it or worked on a car and mavbe never even sold an automobile. but 
ey are directing the efforts of a poor fellow who has been in the auto 
obile business for 25 yeurs sweating it out, when it was good, and 
hen it wes bad. } 

Mr. N ANCE, Of COUTSe, Senator Pay he, our only approach to de ler 
‘lations is one of a friendly relationship and holding the dealer {Oo 1 

rough their loy ity and through a feeling that they belone to the 
family. , 

Senator Payne. And over the long run it will pay, too ? 

Mr. Nance. Right now it isa little rough. 

Senator Payne. Rieht now 
ittitudes that are being taken, unfortunately. 


Mir. NAN E. | think that 1s typieal of ebadd ot these old line 


tis roug) because of some of the othe 
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THURSDAY, MARCH 1, 1956 


UNITED STATES SENA 


Che subcommittee met, pursuant to recess, at 10 a. 


mn., ( 
Senate Olfice Building, Senator A. S. Mike Monroney rmal 
vung. 
resent: Senators Monroney, P: yne, and Potter. 
senator MONRONEY. The Subcommittee on Automobile Market I 
rra es Wili be In order. 
fhe committee, in resuming its sitting, is resuming its Inquiry and 


ng testimony on marketing practices in the automobile indus- 
} ] ae 


, and is trying to determine whether there is need for legislatio1 

lif so, what kind. 

\\ al very happy to have thi pre ident of he Chry er Corp Nin 

L. Colbert re to testify toda 

Mr. Colbert, we appreciate your taking youl! time fron our 1 
hedule to elve us firsthand your impressions of the ne i nt 

omotive industry, both as to manufacturers and as to the distribu 


; : hee ° 1 ¥ 
ind sales. Since we have started this hearing we have had the 


he oath to all witnesses who testify. and we 


d appreciate your standing up, giving youn 


of administering t 


| 
me to the « lerk. ay i 


Mr. Cotnerr. My name is L. L. Colbert. 

Senator Monronery. Do you solemnly swear the testimony 
ti ve in this case will be the truth, the whole truth, an 

truth, so help vou God 4 
MLBI ado 

. ( Nio IN EY Now do vou | ive Ss nebody ¢ ( who \ 
) for Ol oO Pal 

XT ( 


I oLBert. Yes: Mr. Jacobson, Mr. Misch. and Mr. Smith | 


netestimonv. I maveall on them from time to tit 
TY | 4 + . 
<RONEY. Would vou state your name 


Mr. J acorson. C. L. Jacobson. 


tor Monronery. I think you are the friend of Sei 


i oi rs} rf 
ad you wer testifying. He hoped to be here teday and li 
ver’ Orr's that it was Imipossit le, with the other committee meetin 
nd. 


a 

We are very happy to have you. Would you raise your right land ? 
Do you solemnly swear the testimony you are about to @\ nh th 
ease will be the truth, the whole truth, and nothing but t] uth, 
} 


} 
| 


nD vou God 7 
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Mr. Jaconson. I do. 

Senator Monronry. Thank you very much. 

Mr. Miscu. F, W. Misch 

Senator Monronry. Mr. Misch, do you solemnly swear the test! 
you are about to give in this case will be the truth, the tat tr 
and nothing but the truth, so help you, God 4 
Wr. Miscn. I do, sir. 

Ir. Smiru. Paul Smith. 

Senator Monroney. Mr. Smith, do you solemnly swear the te 
mony you are about to olve in this case will be the truth, the wh 
truth, and nothing but the truth, so help you, God / 

Mr. Smirn. I do. 

Senator Monroney. Thank you very much, sir. You may proce: 
Mr. Colbert, in your own way. If you wish, we will not interrogat 
you until you complete your statement, or if it is broken down 11 
various subject matters, sometimes it mck~s the record a little more 
clear when you finish one subtopic, to pause and let the members of th« 
committee ask you questions they may have at that time. 

We w 1] be happy to accommodate you in whatever way would se« 
the best to you. 

Mr. Cornerr. Well, Senator, if I were to read this through, it woul 
take about an hour and fifteen minutes. Now it is divided into si 
= , and whatever you and your associates prefer will suit m 

[ can read through a subt opic and then pause for questions there, 


or I ean read through and take all of the questions afterward, what 
ever suits you best. 


Senator Monroney. If it is all the same with you and would i 
interfere with continuity, we will discuss each subjec t as you comp le 
it. That helps the committee members. Sometimes when we 


through a complete text we don’t get back to important things. 

Mr. Coxrrert. All right, sir. 

Senator Monroney. So if it is agreeable with you, you can just pro 
ceed i in your own way. 

1 would li ke to say that a very distinguished member of our full 
Committee of Interstate and Foreign Commerce, who has been a fait! 
ful participant in this automobile study, the distinguished senior Sei 
ator from Michigan, Senator Potter, is here. 

Mr. Potter has more than a casual interest in the automotive tndu 
try. I understand automobiles are almost as important to Michie 
as football isto Oklahoma. 

Senator Porrer. We make them and drive them. 

Mr. Co.zerr. I might add our automobiles are just as good as you 
football teams. 

Senator Monroney. That isan awfully good automobile. 

Mr. Cotnerr. Shall I proceed, sir? 

Senator Monroney. Yes, go right ahead. 


STATEMENT OF L. L. COLBERT, PRESIDENT, CHRYSLER CORP., AC 
COMPANIED BY PAUL SMITH, F. W. MISCH, AND C. L. JACOBSON 


Mr. Corsert. My name is L. L. Colbert. I am the president of 
Chrysler Corp. My offce is at 341 Massachusetts Avenue, Detroit 31 
Mich. 
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[ am glad to be here in response to your invitation. I believe that in 
tudying the selling aspects of the automobile industry, it is this as 
ommittee’s wish and intent to obtain and examine all the pertinent 

facts. not only as they affect one segment of the industry but as they 
fect the indus try as a whole and, more importantly, as they affect our 
hole country’s economy and its general well-being. I am, therefore, 
ippy to have this opportunity to cast what light I ean on the subject 
the basis of our experience in Chrysler Corp. 

[t is my understanding that you are particularly interested in the 
following matters: 

(1) Charges for transporting automobiles; 

(2) Production and “bootlegging” 

(3) Retail credit on automobile sales: and 

(4) Relations between dealers and their factories. 

I shall comment in detail on each of these matters. 

| wish first, however, to give you a short review of our company. 
This review is inportant, I believe, as background for the specific mat 
[ shall discuss. It is important also because it illustrates dramati 

one of the outstanding characteristics of our industry, its com- 

titiveness. Business survival in our industry requires not only cer 
tain physical facilities and mental and moral equipment, but also a 
strong competitive spirit 

Chry sler’s immediate predecessor was the Maxwell Motor Corp. 
You may remember the Maxwell. It was one of nearly 2.500 makes 

of automobiles that have ereeneee in the American market and then 
have disappeare ed, in many cases after having had widespread success. 
As against the 2,500 makes th: at have disappeared, less than 20 are still 
th us 

Senator Monroney. Is that a typographical error or is that a fact? 

Mr. Corserr. That is a fact. There have been over "2.500 makes of 
iutomobiles put on the market since the inception of the nduakey 

In 1921, Walter P. Chrysler undertook to reorganize the Maxwell 
At that time, Maxwell and its subsidiary, Chalmers, had less than 

percent of the automobile market. ‘Two giants had the bulk of the 
business, and most people considered them entrenched in their posi 

tions. But in the course of time, Chrysler went from 25d to 2d place in 
he automobile industry. 

lo begin with, Mr. Chrysler introduced a radically new automobile. 
Among its many new features were a high-speed, high-compression 
engine, 4-wheel hydraulic brakes, and aluminum pistons. 
>v the beginning of 19z8, Chrysler had increased its share of the 
auto entbile business to nearly 6 percent - had become fourth in the 
industry. It was making enly Chrysler 4- and 6-cylinder cars, but 
it had designed and tested 2 new automobiles, the Plymouth and the 
DeSoto. 

In 1928, Chrysler bought the assets of Dodge Bros. This had been 
one of the largest and most successful companies in the automobile 
business, but after its founders died it lost much of its ability to com- 
pete and much of its market. 

In exchange for the Dodge assets, Chrysler gave 1,253,557 shares 
of its stock and assumed a funded debt of $59,500,000. In addition 
to Dodge’s plants, equipment and goodwill, Chrysler acquired some- 


1] 
| 
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thing that was more valuable still, namely, an organization of dealers 
that was one of the best in the ndaustry. 
‘J he e added facilities. whi *h en ibled Chry sler to build Plymouths 
and DeSotos as well as Dodges, and the increased merchandising 
trength that the Dodge dealers provided, brought Chrysler within 
5 years to win second pl 
See : 


ace in the passenger car market. 


Chrysler held this position in every peacetime year from 1933 to 
1953 
(STAFF NOT! Chrvsler Corp. subsequently denied that this sentence 


was included in Mr. Colbert’s testimony. It is presumably a reporter’s 
{ rvsler held more in 20 percent of the market, except in 1950, 


Chen. in 1954. our share was slightly more than 13 percent, Our 


competitive response to this experience Was to bring out 1955 models 
with many advances. These cars. the forward-look cars. were new from 
umper to bumper. Their value was greater than anything we had 


ever m id , be fore. We brought them through from the idea and draft 
board stage to the assembly line in record time. We gave our 


dealers all possible help making their selling etforts effective and 

we renethened our advertising throughout the country. In conse- 
» 19 + e AT ] tw 1 - 7 “T 

quence, we went trom 13.1 percent of the WMGuUustry in 1954 to 17.1 pe 


nt in 195d. In January 1956, We obtained 16.5 percent and In the 


irst 20 days of February we had 17.5 percent of the industry. 
Senator Monroney. Those are all honest registrations, I presume. 


ry 1 


7 . 3 ] . : 
i here have bes n no deaiers told to register salesmen’s cars 7 


Mr. Cornerr. Those are registrations in detail which each of the 
compant i le in Washi oton. The Vy lo that every 10 days. They 
don't tell us what the competitors do, but they play back to us what 
t] he industry are for each 10-day period and what 
our pet ‘entage of that total is. fy ey have done that for several 
years now. 


he total sales for t 


T! e the percentage of sal : 
nose are the percentage of sale it retall 
{7} ] moct 1ayG nton ] lac diffar ] light! ; de meg. SER E 
\\ ( Lost ; rie | wher only sighntiy Trom their Loo 
ounterparts, we again made major improvements in our new models, 
ie new fi le r pushbutton vear shift, and advane 
nx our stvline to the pont where I ean contidenthy state that it 1S 
1 } ] | 47 i ‘ . ‘ ’ 
generally acknowledged by the public that Chrysler Corp. forward 


} 1 1 


look cars are todav the stvle leaders of the industry. 

Until 1954, we had bought | lym uth bodies from Briges Manufae 
turing Co. 

In December 1953, in order to Improve our competitive standing by 
controlling our source for this most important component, we bought 
the automotive plants, 1 ichinery, equipme nt, and inventory of that 
company We naid about $62,500,000 for them. 

To regain our competitive standing and to improve it, we are doing 
many other things. 

We are building new plants and modernizing old ones. Last vear, 
we spent $137,500,000 for these purposes. 

In the next 5 years, we expect to spend at least a billion dollars for 
new plants and equipment, in addition to our annual outlays, running 
into hundreds of millions for special tooling for new models. 

We are expanding our research anc engineering facilities and add- 


ine to our research and engineering personnel. 
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| I eve { GPineering and research ale 1 Oo] itel daydyoe 
i 
nifiea , | ustrv. t] her. ‘J 
hcanes 1 thre uboOrii ( hnaust. than In any othe ( 
ec takes it for granted that vear after vear the aute wile 
} 1 ; 1 @ ' mY. e 
ry \ LL pore viae new and practical features. The petite ror hew 
11 
) nour inaustt nh ( e, 
( i UWwavs dias Deen a leader in dey pn ne features | 
1 
Cul uid this | ) \ nportant I tor in its gre th and Lhe 
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Mr. COLBERT. | don't Pandey Th: IS SO practicat and so correct 


ind has been so well received by the public that we are contident 
that our compet itors are volng to it. 

We are confident that we have it in the right location, a p! ice where 
a child cannot touch it. and it is onlv 3 inches reach from the driver's 
left hand. , 

We did a ereat deal of testing on that before we released it. We 
know that one of our competitors is going to have it next year on its 
‘ars and we have everv reason to believe that it will become standard 
in the industry. How long it will take I do not know, but I would 
3a} vithin the next 5 years, you will see that. We have had such sue 
cess with it. it has been so popular and so practical that I think vou 
will see it become the standard method. 

Senator Monroney. It is very convenient. I interrupted to ask if 
there is any chance ina you fellows can sit down without violating 
the antitrust law and agree that the reverse will be in the same position 
on all of the ears. if vou have reverse on one car where there is di 
rect drive on another, there will be a lot of sehinicin You started 
this placement, which seems pretty good, and the engineering prob- 
lem would not be too difficult to have them all in the same position 
for matters of safety and convenience and standardization for people 
who have to drive several different makes of cars. 

Mr. Cornert. Well, I do not know whether there is anything in the 
antitrust laws that would prevent us doing that. I do not think there 
is offhand, but you may find in some of our competitors’ minds, a dif 
ferent idea of how the cluster ought to be, and if their engineers or 
their sales department prefers the cluster different, they will build if 


different. Don’t forget. the Dodge car. until the time we bought 
the company, still had the — gear shift in it. They wouldn't 
vo over to the standard shift. I do not know whether others will 


put their buttons in exactly the same place or not or whether there 
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is any violation of the law in getting together and saying “this will be 
the standard shift.” 

Senator Monroney. It seems to me it would be a matter of safety. 
Maybe the National Safety Council or somebody can take up a thing 
like that. If you’re used to pushing one button on one car and you 
suddenly find yourself driving another make car with the reverse in 
another spot—although you color the top of the reverse differently, 
as you do—still you might injure somebody walking immediately be 
hind the car, when you think you are going forward and you sudde nly 
find you are going backward. It would have some effect on safety 
with additional safety benefits if it could be made the pattern. 

Mr. Corrert. We have a safety group in the Automobile Manu 
facturers Association. Ford isn’t a member at the present time al- 
though they do have some representatives on some committees. 

I am not sure whether they do on the safety committee. 

Senator Monroney. I drive 2 different make cars, 1 at home and 
1 here, and I am alw: ays going backward when I think I should be 
going forward. <A Jot of people think that is the habit of the Demo 
cratic Party but it is not. 

Mr. Conteerr. M: iy I proceed ? 

senator Monron} y. Yes, please, excuse me for interrupting but 
I was just afraid I might overlook that thing and I do think that 
standardization would add some degree of safety. 

Mr. Corzert. We often hear people say that the automobile industry 
is our country’s most competitive indus try. I for one, believe this is 


true. The factories compete with each other in designing, producing, 
pricing, and selling. We compete in every part of our business, in 
the draf ting rooms, on the proving grounds, on the assembly lines, in 
our advertising in newspapers and magazines and on radio and tele- 
vision networks and in our efforts to help our dealers to merchandise 
our ciate wisely and effectively. I repeat what I have said be- 
fore: we compete for n narket Ss, Wwe compete for supplie S, and we com- 


pete for men. 

We distribute our products through our respective dealer organiza- 

Phe competing goes on in the showrooms of the Nation’s 40,000 
dealers. We are as dependent on their ability to compete and will- 
iIngness to compete as they are on ours. 

Manufacturers fight for good dealers, and their competing in this 
area is as ener; getic as in any other. When we get a good dealer, we 
bend every e Tort to ke ep »hi m. 

W e can no more afford to offend our customers, our dealers. than 
the dealers themselves can afford to offend their customers, the public. 

In an indust ry in W hich competition is so vigorous, there are bound 
to be casualties. Among these are manufacturers and 2.500 makes of 
cars that have disappeared. Among them, also, are the dealers who 
reorganized, sold out, or discontinued. 

But the advantages to the great mass of our people that competing 
brings about far outweigh the disadvantages for those few who for 
one reason or another cannot hold the pace in what everyone knows is 
a very fast race. 

[f the competition were restricted, our industry would soon stagnate. 
As it slowed down from a gallop to a walk, many other industries 
would do likewise. And, inevitably, the standard of living of our peo- 
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., ; ' 
vhose hands vigorous selling has placed 60 million motor ve 
} 4] 1 , 
ive still on he road, would go down in more Wa s than one. 
now take up the various subjects that you inquired about 





On the subject of transportation, [ wish to say at the outset that 

eres ‘orp. does not make a wot on transportation. We had no 

1 profit prior to the move which we announced this week to meet 

he latest change in transportation-charge structure made by our prin- 

pal competitors. And it goes without saying that since that change 

have no profit. This more, together with the one made in 1954, 

as substantially reduced the spread in the delivered prices of cars that 
yreviously prevailed at varying distances from Detroit. 

So-called phantom freight never has been a factor in the greater 
it of Chrysler’s business. We have consistently charged actual 
ransportation costs to most markets. 

We believe we can best contribute to your study of our present trans- 
ortation practices and the reasons for them by tracing briefly how 
r methods developed to their present form. 

Originally automobile manufacturers assembled their cars at then 
jain plants. and sold them f. o. b. the factory. Transportation was 
predominantly by rail, since the ar ithe network and over-the-road 
ruckingeg were then developme nts of the future. 

Shipping costs were high. Damage and delay in transit were also 
tors. So it was natu “ that higher-volume manufacturers who 
en had a few body : nd color option Sq should develop assernl ly plants 

eto their larger} narke tS. 

The railroads on whose lines they located these assembly plants 


enefited from the la rge volume of knocked-down parts and compo- 
nents of cars the manufacturers shipped to the assembly plants. The 
inufacturers as a result were able to negotiate rail rates for complete 
u's out of these assembly points that were very much lower than the 
se rates from central points such as Detroit, Dearborn, Flint, Lan- 
if and Pontiac, Mich.: Kenosha, Wis.: South Bend, Ind.; Toledo, 


Ohio, and others, where ssliaekae eimai had their main plants. 
Some of these rates from outlying assembly plants were vs low as 
»and 35 percent of first-class rates, while rates oon the main manu- 

facturing cities were almost uniformly 100 percent of first class or 

even more, and so sometimes as much as 4 times the charge per mile. 

To ship a car toa particular town from Detroit might cost $100 while 
to ship it exactly the same distance from an outlying assembly plant 
might cost as little as $25 to $35. 

These manufacturers using outlying assembly plants delivered their 
cars prepaid to the dealer, so that regardless of the plant froi* which 
the manufacturers shipped the cars to a particular destination, they 
reached it at the same delivered price, that is, the base price of the car 
plus a transportation charge equal to the rail freight from the manu- 
facturer’s main plant to destination. The manufacturers were thus 
able to supply that city from whatever assembly source, near or far, 
was the most convenient for their purposes at any particular time, 
vithout affecting the cost tot he dealer. 

Ty) comp ing their prices from year to year these manufacturers 
were able to set the base pr ices of their ce ode at W = ver level, together 
with the transportation charges to the diffierent cities, yielde: i the most 
satisfactory revenue and sales volume. 
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\s highway transport of automobiles grew, the lower cost of shiy 
ping over the road brought about a further pread between the man 
facturers’ charge to the dealers and the actual cost of shipping tl 
ears. Highway transporters wanted the business and went after 

While in times of low output the extra cost of maintaining an 
manning duplicate facilities at many assembly points might tend t 
offset the tray sportatiol benefits these manufacturers enjoyed whei 


| | +} »| adwante 
output Was high, in gel eral the system gave a mal ced advantage te 


[ colnpanies using it 
y ] ’ ¢ | > 4] . hj] ) ’ Qor 
\ en ¢ rvsier Corp. started in the automobile business In 1925, 
} ° ae , ° ] ! ] : 4 
old its cnrs from its factories in Detroit, with the dealers selecting 1 
} { +] ; | a le occ cad’les cmael 
od oO] LLL pod ie tLand the « wriers and paying them directly wh 
ever ti elg | ire } ¢ 
1 } ] ] Se . hoi > “ 
i time a very fe dealers acquired their ¢ n transporting equl] 
; , ' 
( t fil i porter raut movil 


Later, ¢ rvsle} pus ness had rrowh to the extent that it was abl 


< 


upply part of the 


0 s to 
> ; | tQ> 1,” , } ] } ] ‘ t 
Drs mt market. and. mn |) ~at K.Vans ie, Ind., to supply pal 
1 ‘] 1 
oT t require ol t ot South. these two new plant 
i 
} } | + } t } 
ra ot supply a ot th ( ( old in the areas ey eryve | 
it . « 
The Detroit area plants continued to supply a good share of the 
{ : < nal 1°. 
urs or these mil eTs, —O t¢ lh Mmtvain equ ized prices betwee 
1 ! | e 
i ~ pped Tro) 1) I'¢ widd THOSE shipped fro) Lilie othe Se! 
, _ 
lv} Chrysler ce ed ca ut of the Ievar lle and Los Aj 
] 
ve le | ransportation charges based ol Detroit rail lTrelg 
4 1 ] ] ; 
Lo ae On. V li \ rious modincations 
from our Detroit plants we continued t ip on an f. 0, b. basis an 
is t nt « becan ncreasingly clear to us that we sufiered se 
( ! ( 1 c } e con red our transportatio 
1 { { 1 ¢ r pi rye 1) L¢ 
: { ’ ’ 
| ere i's othe ers | Same ol Oo irel@ne Charger 
( Viel ercle Were mVvINn bit al | ure} the] ly 
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( ( LO e { Cl Natvory i dy fai rat 
Ch s ‘ i Ne2?o x ii\ vty thn ¢ riers could not 
Ol l O er i ; l ho Ol] Wem ( Id ae e ( ijwuch b 
ness To ilu cet wT 
In ) the Interstate Commerce Commission instituted a general 
vestigation of the transportation of automobiles. Chrvsler. cor 
d that it should not be forced into establishing a network of as 
sembly plants of its own solely because of the artificial freight charge, 
k an active part in this proceeding (Interstate Commerce Commis 
n Docket 28190). ( rvsler argued that the rates on automobiles 
from Detroit were too high. especially in view of rates the carriers 


were charging from the outlying assembly plants of our biggest 
OMpe#CHhlors, 

° = . 
decided that the rates on new automobiles. which had been 100 per- 
cent of first-class rates, should not exceed 85 percent of first-class 
rates, 


The Interstate Commerce Commission agreed with us in part. It 
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This ruling, which finally came down 6 years later in November of 
1945 and became effective in January 1946, did not, in our opinion, 
afford us any substantial relief. 

Our principal competiors were still shipping automobiles from out 
lying assembly plants at rates that were only a fraction of those that 
applied to our shipments from Detroit. 

In view of this continuing discrimination against Chrysler and its 
dealers, Chrysler, in late 1945, dee ided to do two thi Ings. The first 
was to try to exert a greater control over the shipment of new ve- 
hicles in order to increase our bargaining power with the carrier 

The Interstate Commerce Commission itse lf in effect sugees ted this 
course, by asserting that otherwise we had no cause to com plain about 
the dise rmin: tory rates since we were not tec! hnically the ship yper 

n February of 1946, Chrysler informed its dealers. a its trafh 
annie nt would take a more active interest in the transportatio1 
rates dealers paid and the method of delivery to be used. bearing in 
mind, ho wwever, the deale rs’ pre fe -rences. We also asked dealers who 
contemp ated hauling -_ own automobiles to consult with us be- 
fore buying any new equipment. We did this so we could try to 
persuade dealers not to es our bareainine streneth w it} 
Various Carriers, 

About this time the New York Central System posted lower rate 
out of Detroit, but the Interstate Commerce Commission suspended 
them on the complaint of other railroads. 

Even though not a large percentage of cars move by rail, rail rates 
are of extreme 1M po rtance beca use, in a manner of speak oO, they 
form a celling over rates for oth er n ethods ot transportation, if 
rail rates go down, rates of other carriers, including truckers, go dow) 
Consequently, the low rail rates from our competitors’ outlying a 
| ly plant meant low truck rates from t} ose plan ts, a? 1 thre hieh 
rail rate from our Detroit plants meant high a k rates fro! those 
ints. 

Q)ur second step Was to beein a proceeding hefore the Interstat 
Cr mmeree Commission in ( letobe r 1947 against the may ? railroads of 
t| e country. 

In this case (Interstate Commerce Commission Docket 29820) we 

ked the Commission to lower the rate on new automobi ti from So 
percent of first-class to a more realistic rate and to ord t} 
roads to stop discriminating in favor of our principal comp titors 
Studebaker, Packard, Hudson, Nash and Willys all joined us in th 
proceeding. 

The decision in Docket 29820, which became effective in Novembet 
of 1951, gave us further, but still inadequate relief from the rate dis 
crimination Chrysler and its dealers suffered. 

The Commission held that the rate on new automobiles from the 
main automotive centers such as Detroit and South Bend should be 
reduced from 85 percent to no more than 75 percent of first class, 
an outlying assembly plant rate must be at least 50 percent. 


we Tall 


(Staff note: Subsequent to the hearings, Chrysler Corp. submitted the fol 
lowing correction to be substituted for the above paragraph :) 

(“The Commission held that the rate on new automobiles from the main auto 
motive centers such as Detroit and South Bend should be reduced from 85 per 
cent to no more than 75 percent of first-class rates. It also found that 
Chrysler and the other companies joined with it did suffer discrimination and 
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that the railroads should adjust rates so that those from the outlying assembly 
plants of our principal competitors would not differ from Detroit rates by more 
than 25 percentage points. Thus, if the Detroit rate is 75 percent of first class 
an outlying assembly plant rate must be at least 50 percent.’’) 

The Illinois Central and Southern Railway contested this ruling 

in the United States district court. We joined with the Interstate 
(’ommerce Commission in defending it. 
Iventually, the New York Central reduced rates to a number of 
major markets, some as low as 63 percent of first class. So, after many 
years of expensive litigation we obtained some relief. We still see 
no just reason for any differential between the outlying assembly 
plant rates and rates from main automotive centers. 

The subcommittee should bear in mind that all rail freight rates 
have gone up percentagewise and that this widens the gap between 
what we Bay for delivering our products and what our competitors 
pay for delivering theirs. 

This brings us to the summer of 1954. At that time, all cars we 
shipped from Detroit were still on an f. o. b. Detroit basis, the dealers 


paying whatever the cost of the freight might be. 
De ale rs could rece new cars we built at Evansville in either of 
two ways. They mie let us deliver the cars to their doors, they paying 


1 


rail freight from Detroit, as was the practice of our principal com- 
petitors. Or, 1 oo o where the “y were located, the »V could pic kk 
up the cars at I: vansville and pay Detroit to Evansville rail rates. 
Less than one-fifth of the cars have moved ~ of Evansville on this 
second basis. 

In the summer of 1954, in order to lessen the competitive disad- 
vantage we and our dealers still suffered and for other reasons, we 

adopted a policy of eliminating dealer drives from the factory. We 
have not yet completely eliminated this practice, but we are still 
wo rking on it. 

Chrysler also was deve aes a program under which it would pre- 
pay freight, when in October of 1954, one of our principal competitors 
announced a new method of ch: si ana for transportation to distant 
points from Detroit. 

Under this method, the factory established for each make of car 

1 limit on the amount that a dealer, regardless of his location, had to 
pay for freight. 

The amount approximated the cost of transporting cars for an 
average distance of about 1.200 miles. 

To points beyond that distance, there was no additional charge re- 
gardless of the higher cost of transportation. On cars in the weight 
range of a Plymouth this limit charge amounted to about $140. Our 
other principal competitor immediately followed suit with a similar 
method that we matched to prevent being priced out of the more 
distant markets throughout the country. This method, by reducing the 
potential profit of so-called bootlegging, had the effect of checking the 
practice at thet time. 

On Chrysier, the effect of this change was to more than offset 
revenues above freight costs accruing from that smal] percentage of 
shipments, namely from Evansville and Los Angeles on which we 
received more than actual shipping charges. 

On the public, the effect of this new plan was to shift some of the 
cost of automobiles away from people in the more distant parts of the 
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country and onto people in the central and eastern regions, as counter 
balancing increases in base prices either accomp: anied or followed the 
freight changes. 

At the same time that we followed the new ae we began prepay 


ne fre:oht on the bulk of ow . pments to our aii That is, We 
ve b come the shipper. We choose the carrier, meeting the cle ale? 


onable requests when we can. We file any claims for damage 


against the carrier, and we pay the carrier. 
Krom the summer of 1954 until our action this week, our situation 
this: For 80 to 85 percent of the cars we shipped, depending o1 


rate of activity of our two outly iIn@ as sembly plant . We « h irved 


the actual fr rohit Wwe paid « or, if the {1 ieht exceeded the limit Leu 

it S140 on a Plymouth), we paid out of our own funds all cost 

ver the limit figure. On the remaining 15 to 20 percent, which we 

pped from our Evansville and Los Angeles plants, we charged a 
follows 

Irom Evansville, which assembles Plymouth cars only, we made 


harge based on the Detroit-to-destination rates, generally truck on 
Me ; 


barege-truck rather than rail rates. On all Dodge, De Soto, Chrysler, 


ind Imperial cars, which we ship from Detroit into the area Evat 


ville serves, we charged the actual cost of transporting them or the 


above-mentioned limit charge, which ever was lower. 
| +] 


or to Sea tle, we made the Same limit charge that we would ly ive nina 
we shipped the cer toany of those points from Detroit. 
There are manv factors that have to be taken into account in dete1 


ning’ whethe1 trans} ortation charges do or do not exceed the added 
ost of build ne cars in outlying a embly plants as against b iilding 
1 in main plants. Howeve Yr, even disregarding’ all COSTS eXCt pt 
outbound freieht and inbound to Los Angeles and Evansville, in 1955 
Chrysler paid out more than it took in for transportation of auto 
obiles. 

Now, consistent with moves taking place in the industry, we hav 
changed the basis on which we establish the prices at which we se! 
our cars to dealers. We have enlarged the arena to which we | 

in portation —— The result is overall lower prices in nn 

is, higher prices in other areas, and no change in still others. We 

| pay out more than we take in for transporting our cars. We b 


eve this action answers the committee’s interest in our attitude te 
W ird sO calle | phantom freieht. 


it prok ably correct to say that no one system of we 19 rarticl 
{ it cost ] good deal to deliver, that ws owner can eadily move ul 
der it own power, and that is assembled in various ere mao 


try by some makers and not by others, can completely satisfy all re 


tailers or buyers everyw here, 


\s the committee doubtless knows, we will shortly be providing 


our eastern markets with an assembly plant in Delaware, and we e) 


pect to have others later, to get all the advantages of producing the 


finished pre duct close to market. recardless of any fr ther neve 
that may take place in systems of charging for the costs of delivering 
the product. 

We believe, howeve r. threat these changes should not be foreed, 


the assumption that greater justice or equity is being brought about 


cl 


Krom Los Angeles, whether to southern California. San Francisco. 
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It would be better. we believe. to let evolution take place, as it 1s doing 
and is bound to do under the spur of competition and public interest. 


Senator Monronry. Does that complete the freight phase of youl 
state) t ? 

— Conrerr. Y« Sir. 

sen “Moxnosry. a 

ae \ Payne. No quest O} 

se itor Monxronry. Di you have wi y questions, Senator Potter ? 


Senator Porrer. Isn't it true that in the automobile industrv it is 


ecessary, mn order to compete, to have a } tronwide market ? In 
othe ords. you ( int - ecessfully ‘“ompete 1k JUST a regional area ¢ 
Mr. Coveerr. Oh, I think that is true, that you have to market your 
product nationally to compete today 
Senntor Porrrr. And if the freight should be determined on at 
bs IS, 1b Wwe wld hye to the imMivantavge ot the Cc mpany, the 
irer, that had the t assembly plants; 1s that correct ? 
Min is} Wi Lave tried tO ork on this, Senator, this 
freight. (One time we went to zoning. We split the country into 7 
or & 2 Wi ve be is concerned with this freight problem 
during the past 29 years as you people have. In 1940 or thereabouts, 
we spilt the country mito abe t S zones and said all ot the cars go 
ne into ti zone would bear 1 amount of freight. We had to 
wWando It, We or nto so much troupie. Phe dealer rose up against 
= Yo e going to do it 1 of © Ways. You ire going to do t the 
i\ Ve now. OFT Can ao tt Vit 70) sa we cid ones and | a 
ibandon atte) few months, or you are going to price the freight 
n von} tomobil 
We Ve bwdied { it] three VaVvs and we hy ive come to the con 


lusion that our market, being the type of market ~_ vou say it is, 
a natiol wide market, and dealing’ w tha produ tC that noves unde “its 
own power, that probably we are just about in as good a spot freight 

ise Tt rd ivas can be evolvs d 

Now, you can set some arbitrary method by law, or as we did in 
our company by ZONES. We worked like the dickens to set up these 
zones. They weren’t any good. We had to abandon them, but they 
consummated the best efforts that we could exert for abo lt Zz years in 
try ne to decide on how to do it. 

"You ean try some kind of an arbitrary method you want to think 
of, but our judgment, our conclusion at Chrysler is that you are better 
of f you just let this thine continue to evolve the way it has. We 
made some progress. We made some progress in 1939, we made 
progress in 1954, and we made some progress this wee kk. 

I don’t know any way to write a formula that won’t get a lot of peo- 
ple into trouble. You will satisfy some people with it but you will 

itate a lot more. Also I don’t believe you will do the public any 
cood or the dealers Any good either by trying to force any particul: ur 
system on them that doesn’t evolve out of the results of your experience. 

Senator Porrer. And if the manufacturers were forced to charge 
actual freight costs, wouldn’t you end up with just pools of markets? 
In other words, if you have an assembly plant in Evansville, that 
would be a Plymouth market. Your competitors would have difficulty 
in competing with you in that market 
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[If there were a Ford assembly plant in Dallas. that would be a Ford 

irket, because of the difficulty of other competitors to compete W ith 

em in that market. 

[If Chevrolet had one in Newark, that would be their market, and 
would end up with pools of individual markets throughout the 

yuntry where it would be difficult for the other manufacturers or 
r dealers to « ompete, because of the differential in freight rates. 

Mir. COLBERT. I think there ts omething to that point. Of course, it 


' 


Ot end up that everybody would have assembly points at the 
places. 

senator Porrer. But it would work to the advantage of the manu 
iver that had the most assembly plants. if you went on an a tual 
elit charge, al d there is nothing new tbout this type f ‘eloht 

We have it in mat \ other tvpes of ind IStTy. It  iffre ult, ] 

ow, to explain and to justify in certain areas, but by the same token, 
ive never foul “pd vet who ‘ould come up and devise a better 


‘ouperT. You can make a study to see what would happen if 
broke it into 4 zones, or 2 zones, and you will come to the con 
yn you should leave it the way itis. It is bad in spots, but overall 
robably pre {ty YOO | f« ] all p ities concerned, 


=“ LO] \VIoNRON} y. Do vou think the reduc tion beyon qd the 1.200 
iimiit Wo l have oc irred or the red ction be Vi nd the 500- or 
or 1,000-mile limit, or wherever it is now, would have occurred 
tarily by General Motors, Ford, ind Chrysler, had not the Con- 

( begun to] spar aumanieiasaiaaeatiaaa 

[ know you say in your statement it is strictly a —-* condi 
that existed. Phe competitive condition was even keener, per 

ps, several years ago but you say comp ‘tition a e the pu blie inter 
ll correct it but it wasn’t until Congress started acting on this 

gy that you 2 the relief of the west Coast, But In so dol is, | 


is geared so that every State from the West, North, South, and 
Dakota, Kansas, Oklahoma, and most of Texas, clear on to th 
\ ti a FO ocked an additional e} large. 
You helped them out on the west coast but you penalized everybe ay 
e. It aa seem to me that while this last adjus tment takes 1 
Oklahoma, for which I am erateful because we can use it down there 
we have a hard tims that nevertheless vou are only moving under 
the prodding of the ¢ ‘oneress trying’ to protect the publi r against over 
harges, which the testimony of the stor \ freight experts said totaled 
S280 million on cars and trucks last vear, or the vear before, 1954. 
That is a lot of money to be eoing out t of the consumers’ pockets. 
You are voing to sel] more Cars the che saper vou can deliver them. 
Mir. Cotpertr. But who said if it weren’t charged as freight it 
niidn’t bein the price of the automobile ? 
Senator Monroney. Well. I think we would rather have honest 
reight—that is what you try to charge—than a dishonest pack on so 
much ear and so much fey or for discrimination right around the 


factory in Detroit, and at the same time the same distance from tly 
factory in San Fon on, pack that car cost with S174 freight cost 
vhen the majority of the freight parts are made in the bay area. You 


have that sort of thing all of the time. Even in the Senator’s home 
State of Michigan, you must have a terrible differential or else the 
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dealers wouldn’t have voted 7 to 1 in favor of eliminating phanto 
freight there. It’s because they get socked and suffer from the boot 
legging influence of phantom freight because of this hole in your pri 
structure, if it is a part of the price structure from discriminato) 
pricing in the Detroit area. 

I don’t know why. It was a tradition, and it was all honest freicht 
when they moved out of Detroit. Today it is phantom freight. I car 
see that to pass a bill and make it effective today would disrupt t! 
automobile business. I don’t think the committee is sillv enough t 
recommend an overnight change, but I do think we could pass a bi 
with the provision for the elimination of it at a date certain in t] 
future so the factories could get ready to meet that. 

Certainly you have nothing to protect. You are losing on this 

Mr. Cotperr. Any bill you pass we would be glad to follow scrup 
ously, but you dont want to run into the situation we had when wi 
broke the country into eight zones. 

Senator Monroney. Well, actually you have it in two zones now 
with the west coast so many miles, and the others so many times—] 
don’t have the exact figures. 

Mr. Cotzert. Maybe we will break it into 2 zones, maybe into 9, ] 
don't know. 

Senator Monroney. Well, vou get into a crazy situation. In 194! 
the freight cost onaec ‘from D troit to Los Ang le wis Sl44 Today 
the rail freight is $281. Every time the railro: 
the factories have upped the freight charge, an 


{ . 
ds up the freight rate 


l t 
| yet the car didn’t move 


by rail in the first pla ‘e and it didn’t move from Detroit in most eas 
li just se = to hie it if you are going to get t in honest pricing 
system In which the car is worth what costs, the list price ought t 
e tie same on t where. If t freigl n't part of tl 
Lia l e ¢ ! bPetrvol ~ { < \Inine or ¢ | j 
! _ { ( | { V oO} ! ( - t} 1 WV Ou 
| i | ( si ¢ Von ( = i nbh ! 
U ! O1) v rit 
Mi ( ol I ] Ay \ rAVv< 2) i c 1} ‘ ntrhed 
( { LULO ‘ it | t : th 
Senator Monre i Lock tt Mit { cL tn ynmittee has th 
}? ( te orace [ rACT rie { ) ( fo mya livers |p! 
iL ao { IX Lj oO \ ! ui} it \¢ i Ce ti) nk We ive t} 
autnoeriy to abolish phantom freigi t and require that no more fre iht 
ecTuallyvy ru ( rne qd live rv <( { t | e Car. i be ind freioht plu 
outbound freight from the point of assembly. This would be legal 
i I's é COHIMNeEVCce l | I h I k We hy Ve | We} to ¢ ) 
i I i f ho ( nm wh the I) ro ( ile ueht to he the 
only favored few in the receipt of aufomobiles, particularly if they 
‘o om TX = » Ee he f ! 1 id of ilite mobile bootlevoing 
adi wong tT! utol iobrle industry Into piu k and mire an 
l \ YF COMPADY CO iff fenee al i chance for constmers to gel 
eC! Oh Cars, and selling them used cars mste id of new cars. 
We kn \\ thai that sine nN ior source of aut ynobile bootlegging. 
\ f these principal po it least the first three, are interrelated. 
1 OF 1 oT ¢ iknect ie othe 


: = . s \ 7 s } e,° 
Nir. Cotverr. Well. on our statement here that we are competiiive 
that is correct. We certainly wouldn't have initiated this move our 


] ] } ¥ 3. 8 
~PLVe ' oO airest ! that vour survey fere. at ieast 1 dial 
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Ie } ] } ] ! 1 
sk the Ford boys what pronmipted them to ao it, but I assum 


) 
ere hearings certa Mi have solmethinge to do w ith it. 
In i9 tL, did you have any nearnig going ol, then ¢ 
Senator Monroney. There was a bill pending in the Hou 
Mi. Conserr. | didnt realize that on the 1954 deal. But am 


Senator Monronry. Congressman Hinshaw of California had a bill 


m toward what you want to do, do Chrysler anv good. They c 
MrmOhney W] { ay We | COMPLI Iv, fimean C eC! 
( ». wouldn’t have instituted this change 3 weeks ago, but whe 
ral M d Ford did it, we had t tep up | Ol} \ 
Senator Mo» sey. T understanc ut generally you charge actu 
o| tay. ! Wee MoV VY Truck, VOU ree truck fre ol) 
do ( ge rail freight? 
[ COLBERT hat is correct 
- tor MonNRoNeEY. The only place where there difference ! 
vat He and your L Lngeles plant 


Mir. Conperr. Not Los Angeles a more. T asked that que 


inl 
erry Phe hovs loo!) eq Wto 1. With these recent changes W ¢ 
ether now, on onlv about 1.000 cay a vear total out of all 
mnobiles ell could you possibly use this term “phanton 


} n. This argument you make doesn't apply to us 
Senator Monroney. Then why are you arguing for it 
Mr. Cotaerr. Tam not arguing for it, IT just sav you don’t want t 
pat any other system until vou have weighed carefully the p 
is that I know vou run into from the point of view of the publ 
You might or might not help the public. 


. ] ‘ 2h; a } 
Monroney. Just because we inherit this svstem from t 


Senato 


\ de] T day s is no reason Wwe have to use the system. The re are 


An ; ’ 1 ’ : ‘ : 
of things the automobile industry chucked aside: stvle, design, an 


running boards have gone the way of progress. But do we have 
3 c . ’ 1 Y 4 
fo stand vy) Detroi On freieht when we nave abar lone { Pittsou N 
pius O1 steel? This country has grown. We arent living in the da 
' r . - } l ’ : 4 4 , {f 
when the West was a frontier and when we have to take stuff ou 
rider or Indian runner. We have plants down in Te: Noy 
We have them in Kansas. We have them in Kvansville, in Chi 
I] IsSthing Org ing 


Mr. Conperr. What vou are saying is that it isn’t evolving f 
nough to suit vou: that vou ought to have legislation. I don’t agre 

th vou Up to this point I don’t think the public has been injured 
Vhis HZOU million you have referr i to. | th nk that wo ld have Lb 
n the price of the automobile, so I don’t think the 
njured the $280 million. 

Now if vou find fault with the way it is charged, I don’t find 
ference with vou there, but I think that the evolution of thi 
teady. Mavbe it has been under the impetus of investigations o 

ind or another. I only say to you that vou get the right result. 1 
doubt that you would have gotten the cars to the publ 

under your system if vou had put it in 1954 or 1935. It was 193. 
when we tried this business of breaking it down into zones, not 1939 
It Was over 20 years ago. 


(3438 6 rt 
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senator Monronery. [ gather from your testimony that you are : 
fending in part a system which you have battled against in all of t 
[Interstate Commerce ¢ ‘ommission eases. I think whatever rate r — 
tions have occurred have been more than eaten up by an Increase 
rates for cars that don’t move on rail, but added on. 

That certainly is phantom. You had to buck, did you not, Genera! 
\M[otors and Ford bitterly, who tried to maintain the discriminatory 
pract ol 


harging high Detroit freight when they were enjoying 


¢ 


low assembly-plant freieht to their neiehborhood distributing areas 
Now Vou say just leave it to these boys. sure, they are so nice and 


nd, they are going to be happy to give the consumers a break. 
Mr. Cotperr. I say you leave the battle to us. Don’t take it on 
ror u by leoistat On. Let us do the battline. 


Senator Monronry. You started battling on this thing in 1945? 

Mr. Cotzert. We started in 1939. 

senator Monroney. And it wasn’t until 1955—you know there are 

in aw ful ms of cars gone over the dam between that time and the 
consul a ing a lot of money into this freight and it certainly 
seems to me that the Detroit dealers—not the Michigan dealers, but 
only those in Detroit, like this gravy train of a low-cost car price 
T hey do not like it just for their own Detroit sales. They like it for 
the fact that they can become the source of automobile supply for 
nootiewrvers in the otner 44 States. 
Mr. Corperr. Well, as I say, our argument is we have been fighting 
is freight thing tooth and nail at great expense for many years and 
haven't made any money out of it ourselves but I just do not favor 
legislation on it. I think that it will work out. 

Senator Monronry. Now for the record, to make it clear, General 
Motors and Ford did fight you bitterly in all of those ICC cases, did 
they not ? 

Mr. Corpert. Yes, si 

Senator Monronry. You admitted then who was fighting you and 
I think we ought to have the record clear on that. 

Mr. Coizerr. I do not know how far they participated in the case. 

Mr. Smirn. They weren't active in the case. 

Mr. Corsert. But they were there and had representatives in the 
eases. I do not think they were active parties to the cases. 

Senator Monronry. You say on page 7, at the bottom of the page, 
while in times of low output the extra costs of maintaining and man- 
ning duplicate facilities at many assembly plants might tend to offset 
the transportation ~ nefits these manufacturers enjoved when output 
was high, in general the system gave a marked advantage to the com- 
panies using it. 

Isn’t that an understatement as far as General Motors and Ford are 
concerned on the payouts of these regional assembly plants in a very 
few years? 

Mr. Coreert. They undoubtedly have paid well or they would not 
be extending them from time to time. 

Senator Monroney. But they have built those plants at a cost of 
millions of dollars on a freight overcharge that the customers pay 
for the cars delivered from those facilities. All of the improvement 
in the location has flowed into the pockets of General Motors and 
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Ford and not 1 cent until these adjustments of 1955 has flowed into 
the consumer’s pocket. We have this continual technical advance of 
making automobiles nearer the market, but they are still paying on 
the same pattern of days when every car did have to move from De- 
troit to every place in the country, and this investigation is not just an 
investigation to help the dealers or to help the manufacturers. When 
t ceases to be in the public interest then we have no reason to exist 
is a committee. I cannot yet, and I have heard nothing to indicate 


iny justification for the continu: ation of an unconscionable phantom 
freight charge that the automobile dealers are e xpected to pay: The 
only thing that I heard that indicated anything in justi ion wa 


e testimony vesterday of the president of Packard Giadebekee 
who i pe that you had to hold an umbrella of phantom freight 
ver the heads of the little inde pe mndent dealers or else Ge ner: al Mo 


tors and Ford would swallow them up. The point there is that if 
ir antitrust enforcement or our a etivity in C ong ress is so weak that 
we have to use phi intom freight to keep the inde pel dents in busine 
then we better sit up some nights figuring out how to de al with Siete 
giants in some other way than socking the consumer for freight he 


doesn’t buy. Do you think it would be important in your competi- 
ive race to have General Motors and Ford, your principal con 
etitors, passing on f. 0, b. Detroit freight ¢ 

Mr. Cotperr. What was the question ¢ 

Senator Monroney. Do you think it is impor ‘tant—in order to keep 


Chrvsler healthy in the competitive race—that General Motors and 


Ford be allowed to continue their present phantom freight charges / 
The argument was given that because of the number of assembly 
plants oe General Motors and Ford have, that if they all went to 
freight, Studebaker-Packard with only one assembly plant or your 


elf i has only two outside of Detroit would be at a competitive 
disadvantage in almost all of the areas—that they would be under 
elling you because the freight would be lower. 

Mr. Cotzert. Well, I think it is up to us. 

If we are going tO compete with General Motors and Ford it is up 
to us to follow their method or handle ours so we can meet any way 
they want to build their automobiles. 

Now if we choose to have 2 or 3 assembly plants whereas they have 
vot 10 times that many, well, that is our choice, and if we suifer on the 
freight in the meantime, that is just a situation that we will have to 


race, 
I do not think we ought to look to vou fellows or to legislati 
to help us in the competitive fight, whether it is on freight o1 pricine r 
cars or anything else. 
Senator Monroney. Well, I admire your courage, and T am cer 


tainly glad to hear that you do not have to have that umbrella over 
your company in order to be competitive if phantom freight 1 
abolished. 

Mr. Cotzert. If General Motors and Ford go to including freight 
in the price of the automobiles, we will do the same thing. We wil 
meet the competition on it. 

If you ask me how, I will say T don’t know, but we will meet if. 

Senator Monroney. Do you think there is any conspiracy between 
the railroads and the large manufacturers to keep Detroit freight 
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rates high so they can keep piling up this additional cost under | 
guise of phantom freight ¢ 

Mr. Co.tserr. I do not know of any conspiracy, no. 

Senator Monroney. It isa high rate. 


It is out of proportion, 
Ordinarily the 


more goods you ship over a railroad from a po 
ture, out to the territory, the lower the rate usually b 
n mantity shipments. 


If vou will look at the record in all of these hearing 
nd see all of the reasons why, apparently they are able 1 


vince the Interstate Commerce Commission it is all right beeau 
] 


we have had very little relief after many, many years of argument 
and thousai ais and thousands of pages of testimony 
nator MONRONPY As I read your testimony vou fought the thir 


1939 to 1954 and you got LD percent reduction in the class. Yo 
pped at 15 percent less than the original first-class rate was, fron 

a hundred percent of first-class rates. 
It went finally down to 85 percent of the first-class rate. But at the 
ame time the general freight charges on which it was based pra 
ily doubled so while you are saving 15 percent on class you probably 
iw the actual freight charge go up by 150 percent or more. ‘That is 
ne that car that wants to “oO forward into reverse. I do not think 
here is any way to get to an honest freight basis: (@) Unless the Con 
abolishes phantom freight and gives the industry time to adjust: 
manufacturer feels the public interest in honest pricing 
enough to use the correct freight. 1 think if that were so, 
see a lot of people running to Madison Avenue to get then 


thy paper to meet the first announcement of hon 


} 
yt | roeceeq 4 


You have two assembly plants at the present 
In operation at the present time, yes. 
r. Now in that operation in regions ordinarily served 


do you run into times when you send cars from 


‘ars to both those arenas from Detroit at 

to adjust your schedule for that reason. 

moc we do not make in those assembly plants, 
. suburbar 
Stine 


he : 
assembly pla 


7 
o tne same zones 


Senator Porrer. Then it would be possible that you could have a 
Plymouth dealer in Los Angeles or a community in that area 
having 2 Plymouths. 1 assembled in Los Angeles, 1 assembled in De- 
troit, and he would have to charge different prices for the same car. 

Mr. Corsert. It is not only possible; it happens every day. That 
is the way we have to do it. Some of the Plymouth cars are going from 
Detroit to Los Angeles, even though we have an assembly plant there, 
and by the same token others go into Evansville. We have to have one 
price for all of them. 

Senator Porrrr. The adjustments that have been made in the trans- 
portation cost—those adjustments have been made and I haven’t heard 








t 


Now. 
v. and we would like to see this taken care of. | 
It happens in other industries. 
it should take action with all industries that have 
is established. 


yractice. 
ction 1n this field. 
iualized freight or : 

Wouldn’t you agree with that. 
tT. That isright. ves, I agree with that. 
We don’t mind paying Detroit for the ca 
but we hate to subsidize them for freight at the same time. 

[t seems to me like you have the labor, 
you geta sight draft payment on the car. 
[It seems to me that isn't quite 


Mr. ¢ 
Senator MoNnnroney. 


ric 


{ 





™ 


»payvro lls 
to subsidi ze it on the frei! it cost. 


it. 


nator 


‘OLBER 


Porre 
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L De 
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MARKIE 


re the ( 


isic formula by which freight 


itv buving just one make of car 


senator 


tf 
oT 


Monroney. Oh, 


ho. 


‘Ongress 


vou have the plant, 
Chen Vou % 


The distinguished witness 
uinced a billion-dollar expansion, much of which will go into assem- 
lv plants, and he is going to place these assembly plants, [ am sure, 


nybody complaining in the market around the manufacturers in the 
State of Michigan as to the additional cost it costs us. 
I weep great tears for people in the other sections of the coun- 
But this is not a new 


should take 


rather than to select one industry # 


vou 


With your solution vou could end up in Oklahoma 


has 


just because he likes the color of the mayor’s eves or hair or s¢ 


Die 
» to deliver t 


\ 


1S 


He is 


them not only ] 


voing to do that, and when he does it. 


hose ca 


vay for 


rs cheaper . 
rail, and why sock the consumer then that additional to make 
for the assembly } 


in that area than 


the car, but pav 


etitious rail charge that doesn’t run. 


N 


nmin 
i 


[r 


nts 


. COLBERT. 
on the freight at all. 


Senator, 


we arent planning 
That isn’t in the ——— a 


nothing to do with the economies of the assembly plan 
n the future. 


menator 


Mon! 


IONEY. 


seconomical to do so. 


Mr. 


COLBERT. 


on the freight. 


senator 


rat 


ra? 


Moni 


Mr. CoLpert 
Senator MoNnoNE wi 
nto the consumers’ hands cheaper ¢ 


Mr. 
Senatol 
thing made in New Jersey, 
sa good place to locate one 
Okla 
ill on 


‘) 


f 


COLPERT. 


‘Moni 


ho ifk. 


=_ 
iQ) 


Oh, it is for other purposes, not to make some money 


TONEY. 


Y ou bet you. 


That is 
tONEY. 


We vy Vo. 


you 


You can 


right. 


But os you charge him Detroit 
rif you loc ate a plant in Oklahoma 
-and we won't charge any phantom freight 


wold 


ild | so hi pp \ fo vet t! 


Senator Porrer. Probably give you free gas, too. 


are 
were up on Monday of this week, and the Dallas boys. | 
heard from your people. 


Nir. 
a little more active than Oklahoma 


« 


‘ 
COLBERT. 


I mich 


Senator MONRONEY. 


to your factory, 





but to | 


ring your factory to our gas. 


the Ve Xa 
City. 


it add that 


We have an advertisement 


to build those ¢ 
That has 


he payroll, 


no. he is going to place them in the centers of consumption of auto- 
he is doing to be 


he could by truck 


lant 


cSe] 
t all. 
ve will | 


But vou are doing it to reach vour ‘narket, 


But it is going to help you in the competitive 
probably produce the car and get it 


fre i@ht on every- 


we 


5 chambe rs of commerce 
he Fort Worth boys 
aven't 


h 


not to bring our gas 
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} 1} e 1 { \ ( byl o develop, With you h Ip. i ¢ 
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t ! the w a ( L thre last. Jane 
rail y l 5 ea tne truck rate is about S7.90. 
Senator Moni ey. [1 ce the | all rate we had was S28 
Mr. Brennan. Iwastal e about a hundredweight. 
_ it \! Yi st equal to rat! 
Mr. Brex> a 
Senator Monroney Do voi evel hare them around through Chie 
eanal. down the Mis pi, from Evansville, then through the canal 
and around / 
Mr. Brennan. Not tothe west coast, sit 


Senator Monronry. They used to do that a lot before they had th 


Mr. Brennan. Ye , tf one time The shipping companies don 
want them now 

Senator Monronery. Do you ship parts that wav ? 

Mr. Brennan. No. 

Senator Monronry. You get them all by rail or truek ? 
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Mr. Brennan. Mostly by rail. 


Senator Monroney. For the purpose of clarifying the record, that 


SYST fleure Is the actual rail frei@ht rate, and not the rate chareed 
nnder the adjusted rate of last year. On your shipments from Eva 
ville to Florida, does the dealer pay only the actual barge eost ? 

Mr. Miscn. I think we ought to vet Norm up, too 

Senator Monronrey. Would you state your name for the record, sir, 


’ | 
ad be sworn ¢ 


Mr. Brennan. N. J. Brennan. 
| Senntol Monronry. Would you solenmly swear the testimony y« 
ire about to give in this matter is the truth, the whole truth. an 
othing but the truth, so help you God ¢ 
Mr. BRENNAN. I do. ; 
Do vou want me up there. sir? 
Senator M INRONEY. No: that l al] rieht. We have evervbody, 


STATEMENT OF N. J. BRENNAN, ON BEHALF OF CHRYSLER CORP 
8 whe re Wwe sh Pp to the ae ler’ 
lat prey uls from Detroit on the 


veme;nt nto thraat town trom Detroit by the iowest pr ssible Treight 


| 
r, we charge the d 


e. Into Florida from Detroit it would be the cost of the ti 


: +7 ’ ’ 
ror ruck Vila Cruntersvilie, Ala... that IS What a deal r would DAY n 


i 
}] 


da for his Plymouth car from Evansville, provided there was 


Vement fr hhh Detroit vin the truck barge truck route. 
: ; : 
| 


Phit ! Mi NRONEY. Lhe wer kieckine down were nQoow | i) 


- i Vili 
oht draft on the date of pment and getting thre il 20 
| y y 
Lowe ISSUMDI it the Wel or i 
oO advant e ol the dilference | et I id 
v barge truck combined 1 
I) ISRENNAN | il nicht ~ na S Tar a crint ! 
Sena or. there Ss Vel VE little of that Ore \ 
1,1 ] ¢ ] ae 4 1] ¢ 
moEV KNOW, the trucks and the bont lines W i; hot accept a 
] 1 ] ! ] 
Cf | of lading. Phat Ss ONIY DV rall, an Our Novemselil 
1? . ‘ 
very iiail 
Pg 


Senafor Monronry. They said they had to pay f 


hie 
ore they got them. 


Mr. Brennan. Edon’t know anything about thai 

Senator Monroney. It wasn’t a major con pla nt Dut They o 
company Was saving some money on them and they were not pa 
for the cars on delivery by paving for them at the time of shi 
nt, and the slower method of movement made them tic up a ere 


deal of money in ears that couldn’t be turned over. 
Mr. Couperr. | don’t know about the situation you are referring to 
If you will tell us the dealer you are referring to, we will look into 
Senator Monroney. Do you have contract carriers now, or h 
ular trucklines for your deliveries / 
Mr. Brennan. We have a contract carrier from Evansville: we | 
a contract carrier in Los Angeles for the State of California: and 
from Evansville to nearby points in Indiana: to other points. we use 
common carriers. 


Senator Monnonery. Licensed trucks ? 
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Mr. TAN. Drar ports that have their license under the Tnie 
ite Comme! \ 
Senutor Monroney. You pay the regular rate schedule on th 
nsed carrier / a 
Mir. Brennan. That rioht 
Senator Monroney. On your contract carriers, do you negotiat 
he low pOssl price 
Mir. Br NAN. Well r, tl mntract rates are about equal to 
( r¢ cine ot rucking tra portatio and 

; toOthn put Vin 1\ in io kk en 

sena ? Mo it4 l i i¢ red nh I ! L CORLPACT wriel 
lhie hi nt ndiimne. tha ( ot thing ¢ 

\} SRENNAN { rht be tru nd also governed the St 
Sel Lol ‘ ON RE } | ( 
Do you have any further questions / 
Senator Payne. [T would lke to ask a question. 


How far out of the Detroit area 1s this so-called area where a 
ract C7 starts to enjoy a mute h more favorable rail rate ¢ As i under 
stood the testimony from Mr. Colbert, if you located right in the 


Detroit area, you apparent 





y get one rate, and if the plant is outside 


lat area, you start to get another rate, which is considerably 


(m I correct on that ? 

Mr. Brennan. Well, for instance, the rail rates, we have always 
talked about class rates. We have never objected to our geographical 
location because the Interstate Commerce Commission, in secting’ up 


+1 ; 4 i : 4 ae iis ; 
their class rate mileages, and so on, take into consideration the veO- 


preps ical location, and as you increase your mileage, you get into 

ever blocks, and th yore Ae rate decreases. and that is under 
your rail system, al s Mr. Colbert has testified, the rail rates are 
+} 


1e umbrella over other means ee transportation. 

‘J ney have no actual scale to which they are governed by the In- 
terstate Commerce Commission. They make their own scale and they 
make it sede equi al or keep under their rail rate. 

Senator Payne. Well, What I am getting at, so as to make it clear 
in my own mind. Do other automobile companies in and around 
the Detroit area enjoy no better rail rate than does Chrysler enjoy? 

Mr. Brennan. You mean from Detroit versus Lansing and Flint? 

Senator PAYNE. Yes. 

Mr. Brennan. Well, the Flint rate may in a few instances be a 
little higher to eastern destinations and lower to the West. 

Mr. Corvert. But out of Detroit there is no difference. 

Mr. Brennan. That is correct. But as a whole, we follow the 
Central Freight Association territory rates, and they are all about 
the same as to Michigan. P 

Senator Payne. I would now like to ask Mr. Colbert a question. 
This matter of freight is an interesting question and it poses an awful 
lot of mathematical calculations. You can get awfully upset as you go 
along. 

We, of course, are going to be touching on bootlegging, but if I see 
the picture correctly—and I would like to have you say whether I 
am seeing it correctly—if you carry the actual freight as such down 
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the mth degree to a given point, the closer a community may be to 
e point of shipment would afford a greater opportunity of increasing 
otlegging, as I visualize it, than perhaps even under the present 
tem. 
In other words, let’s say you are in the Detroit area and you are 
nufacturing there and you charge actual freight. Let’s assume that 
uur body is stamped out there. all of your heavy framework and all 
f the components are manufactured right in th at given area. T here 
fore, you have very little freight to come into the picture. So your « 


sembled and it is distributed to a dealer right there in the Detroit 
1. Naturally if you compute actual freight from point of 
ction to point of sale, it is going to be lower than it is to a point 
i t, let us say, isn’t even 50 miles away, isn’t it? 
Vir. CoLrerr. Right. 
_ tor PAaynt So if von compute it that 1 hat 50-1 t 
ng to be up against a price structu »n degree | fey ib] 
{ fellow in the Detroit »area—n o ft] s 4 ease that n oO 


if VOU move A hundred mile AWAY he is going to be less favorable. 


; vou carry that thing ont QO) the radius. vou are @lving at OpnNo?) 
by. 2 I 5E¢ ta. Siege res of in reasing’ this so-enlled desir icy? 
levoing, rather than diminishing it. 

\m I right or wrone on that? 
fv. Cornerr. You are right basically but vou have eot to renliz 
areas sometimes 50 miles 3 n't far enoug) to gover! These 
il] set up by the railroads, thev post the rates and the Interstate 
merce Commission agrees to it. In theory vou ere correc 


rther away you go the higher vour rates are going to be for all 


n that pom|t 
bu then th » question hecomes 1c Vour charge f . rel rite fs) 
low as it should be so that it Is not L\dvantageous for the fel] 
ein and drive the car out of that area or hootlee tortrvtotra 
tf ona | l 1s wl el IS CX} lent or economlenalh de irable f 1 
if ‘ 
Senator Payne. Of course I am interested exactly as the chairman. 
itor Monroney. ts, in trving to see if there is any way that makes 
oO ible TO eliminate phantom freieht 1S such 
f J unde rstand cor ectly, vour con pans doesn’t Wi e phantom fy ent 
SUCH. 
| Mr. Cotuerr. That is right. 
senator Pay NE. \s a matter of fact. vour statement 1 t! Tt vou 
i tially Nay more for fie ioht than vou are reimbursed fe the { elo] 


iit at actually costs, 

Mr. Conpertr. That is a fact. 

Senator Payne. Of course, it comes to a situation of how the devil 

wm you arrive at the thi oa, if I were smart enor ol) Il would be in 
the business instead of up here. Plow can you arrive at it and have it 
operate on a fair basis. 

Mr. Cotperr. It is a very difficult question. 

Senator Monroney. I cannot calculate on the adjustment made last 
week, but on a Ford car in Oklahoma City that we pay $140 for freight 
from Detroit to Oklahoma City, any bootlegger can load 5 kids in a 
jalopy, drive to Detroit, dump the car for whatever he can get for it 











| { | { i} ( lie U's Wie y 4 
SZ a Hh | eo lender lands 1 i 
( ( i rie io] vette i 
| { i { No\ . * 
0 ! \ i id | ot vi 
1'¢ j i rela CULLEN 
\ ae i iit ) i 
i ‘ () ‘ 
+ ' O pF \ 
i | 
} ‘ ) j v i il } 
j \ } “ ii} 
‘ Let re 
te, Col | LYN () ( tip Vo t } { 
} t of product OT course t ha rahly i I ( { 
S tor Monron} You get into higher cost on rail or truck, b 
la n f. Detroit freight 
Now that put premium on it nad there are ore Cal OTIC RL 
il ro 1 than hy } ce ¢ \ udTn they l ) ont 1 } 
the bav ar B they are still being | eoged even with 
OG ot { } it still a it problem the} Most of 
them cor rioht dov road to Ds rol 
Senator Payne. It is a good ibject, one that needs to be 
il l d i bit in order to get the answer. 
Senator Monroney. Will you be ailable this afternoon ? 


\Ir. Cotpert. Yes 


Senator Monroney. I think we will have to continue this after 
noon. This is Important testimony. Suppose we set this ror 2: 50) 


n G-16, our own hearing room. It is not as commodious as this, but 
we will start working at 2:30 again with your testimony, and we 
will try to conclude as much as we can by noon. 

Mr. Corpert. Shall I continue? 

Senator Monroney. Yes. 

Mr. Cortgert. Moving on to the subject of production, the record 


mittee to Gate he: Wilyv we ioh ited with the assim ptiol 


eTOoOre THIS ia 
and opinion that there has been “overproduction” in the sutomolille 
industry, aided by reckless extension of credit. 

Many factors will influence conclusions in this field but if, for in- 
stance, the next 2 or 3 years show a continued strong market for 
passenger cars, it will be difficult for anyone to assert that 1955 pro- 
duction was excessive. If the rate of default on automobile time 
paper, and the rate of repossessions continues as low as at present 
through the life of the credit extended in 1955, it will be difficult to 
maintain either that the credit extension was reckless or that it financed 
overproduction. 

The fact that the large market in recent years has put a strain 
on the retail distribution system is not to be denied, and there have 
been comparable strains in many if not all fields of merchandising. 
The country is now geared to very hich levels of activitv in all fields, 
and probably the greatest challenge facing business today is to 1m- 
prove selling and servicing activity to keep step with the markets 
that exist, without lapsing into practices that do not command public 
respect. 





But that does not imply that we should return to s 
In discussing what we or others might think pr 


¢ for delivery. 
We must not merely make enough It is f 
The expected mix of all the hundreds of « 

: ae 


rnat 


ars 


STV ies, 
} who usually 


preferences of the buvers. 


Before we get close to that point t I 


1 
har . 
nere are 


we must make, 
Investment, that into hun 

lollars in th 

nates of what the market will be, 


hs. but in the second and third Ve 


our case can run 


in 


e course 


ar bevond. 


"nT 


“ar 


equipment and trim, needs to be in fairly « 
want what they want. 


fF 9 single vear, has to Di 


Ot only in the 


iVeitv cone 


} } 
mMuction tevels 


ould be, we are dealing with a subject that, in national signifiean 
roes far beyond the issues being raised before this subcommitt 
The economic upsurge since 1954 has brought benefit to the entir 
country. 
NO responsible person wants to reverse the trend, and we all know 
t programs to revulate the economy must be managed with th 
est delicacy since the slightest excess influence up or down can 
ish tremendous swings toward inflation or detla 
} ( not parat recent I tional DY erityv mM utomobile 
i ’ fF cn] | Hn { f 
many ba industri of the countm It flected in 
ovment and production, in capital expansion, in t10 
n v families, and in | ess activit 
| uibt tha { l =| { ‘i ! 
o be completely unattected in busin by the \ nts 
tomotive production and itom< ‘ iles 
mde ! 
| P) f ( 
\ 1 Né e@ ma ( ( ho ve mé 
c nif deeid mut Vi thie ( ! 
oO 
I anning ifs output « ech manntact no mprnVv mu ler 
paeitye 1} mMvVMALLO en 
I i i. 1O ) | ] 
- ‘ () In { ‘ se? , { {. 

Horecasts ind plans for future product ( Nay to be ade ! ne 
rhe id apd must he subiect te change as o7 refs ey 1d clo rr 
date of actual manufacture of the finished produ 

ir case, the forecasts and plans ar ba L | ally ( 
of items. 
hey include past records of performance in the thousands of indi- 
il markets in prior comparable periods. 
hey include the sifting of market by market data on factors that 
hange activity plus or minu nd t elude 1 most I 
tant way the programs of our dealers and their own judgment as 

» their future needs. They and we have to recognize that if the data 

nd the wav we interpret the data are faulty and we underproduee, the 
It mav be as damaging to the business of both dealers and our- 

ives as if we were to overproduce We ean clo no ereater disserv ice 
lealer than to fail to produce and supply to him the rs he 1s 
roing to need when the market is there and his customers are clamor- 


more complex than 
ptions among body 


‘lose harmony with 


ranae 
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appraisal 


dreds of millions of 
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predicated on est 
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We cannot se parate these commitments, nor the activity ré {ull 
to make them work out \ ell, from the well being ot any seginent 
he economy, and especially of the retail automobile business 


Phe whole pattern of providing the values that make eee s 


car sales a year possible, hinges on taking these caleulated risks. 

P hye have to be taker heat only 1th the | oht of nternal COPA 
facts, but in the light of the actions and aiatenia s of competlito} 
While other automobile makers are the frontline of our compellt1o 
all automobile m ifacturers together face the coinpetition o% 
ther yp ij} s peopl. ( in bu 

In the normal course of events, 1t is to be expected that there y 
he ov ve) QO] wie) roi} tr co litions «ce hol aevelop as wel] as O! 

lly anti Ipated i the forward planning. Some times require 
selling effort than others. \bilitv to adapt to these changes in « 
cumstances, to mod roducts and put on an extra burst of me 
ecnand ne elfor W Iie rie are ce 1dit not UCCReS Mat SON 
tines even survival—in a competitive economy. Every merchant 
every manufacturer, \ hatever his line of products, lives with this fact 

{ ry ( \ yf {1s life, and plan his business accordingly. Therefor 


‘ 
what to a less vigorous competitor might appear to be overproducin 


© to othe maerseiling 

\We note rr The wmppene x 8) he supcomniitt e's report of ada 
ary 19, 1956, tha ome OT ¢ r dealers have been anionge those atti 
uting Pp ( j re ll thre Pi] STO OVerproalu ion. oD 

¢ ) t if ( ev mention tft Colm] Wes that they 
! l { \ Ps ott i rh THOSE they 1 Le 

rice 

We have no opinion to express on the rightness of other manta 
ture rs’ l dule a We do know the fr ts about ourselves. 

In helping cur dealers wet ready for the sale of the 1955 model 
the fall of 19. . allie the 1956 models in the fall of 1255, wv set Tin 
( | of p Ol! \ ] so aus fo pernil Tlie cle ‘TS ) i 
decks for the vigorous sale of the new models, which they did i’! 
entered the new sell wo eason each of these yeurs with no appl 
apie arryover. In 1955 we built for the linited States market 17 
nercent of the industrv | ra ur denier ida 1%.) percen ut 
reta |. 

As] have said, we plan our produ tion Mm accoraance V ith the fut 
requireme! ts of our dealers. Keach month, dealers thy yiehout the 
country who account for about 7) percent of our sales send us the 


estimates of the number of each type of car the, sell that they will 
require 5 months jater, 2 months later, and 1 month later. 

These estimates are important factors 1n our determination of the 
number of each tvpe we should plan to build 3 months, 2 months, and 
1 month later. 

While these forecasts are of the utmost importance in planning pro 
duction, they are not firm orders, and the dealers who furnish them 
are not under any compulsion to take the cars they may forecast. 

Actually. these, like ail our other dealers, place separate orders for 
Cars. We do not ship cal’s to dealers W ithout sioned orders for them, 
except when sending out samp le models of new cars at introduction 
— Furthermore, every division of Chrysler Corp. will accept can 

ellation of even a signed order until the car is in actual production. 





AUTOMOBILE MARKETING PRACTICES 27 


\s an example of our production policy, recently we curtailed our 
(put to meet the market situation then facing us and our dealers. 
(ther automobile manufacturers also cut back. 
Our pa ‘ticular circumstance was the result of both our dealers and 
rselves preparing for a period of less seasonal decline than did de 
elop in late fall and early winter and so having forecasi requirements 
r the first quarter of 1956 at a shghtly higher level than actually 
eveloped. 
This resulted in increased dealer new-car inventories toward the end 
fihe fourth quarter of 1955. 
Instead of maintaining the production schedules we had established 
rv the first quarter and pushing our dealers to purchase the projected 
itput, we cut the schedules to balance the stocks already in the field. 
Gur current rate supports the steady and now rising level of retail 
eliverles. 
This recent instance is but one illustration of our policy of 
YF Our production to the market ‘O} our veh cle . and to the at lity 
our dealers to cultivate that market. 
I understand that alleged overproduction 


‘ 
| 


has been listed in replie 
0 your questionnaire as one of the principal causes of what has co 
to be known as bootlegging, the selling of new cars out 


tail channels. 


of regular new 
We at Chrysler have been watchful of developments in this area. 
Last vear the serial numbers of 964 new 1955 P lymouths were ee 
our attention as apparently having been sold out of regular ch: 
Is. In tracing these serial numbers, we found these cars had origi 
llv been shipped to dealers in 43 States and the District of ¢ state 
Da. As far as these cars were concerned, whatever so-called boot 
ecging was involved was fairly uniformly spread in all sections of the 
ountry. 
In relation to the 746,000 Plymouths that we produced in the United 
States last year, 964 is a minute number. The numbers of cars of our 
ther lines similarly reported were even smaller. There were 148 new 
hide . 71 DeSotos, and 230 ¢ ‘hryslers represen ited to us 
offered for sale outside of regular channels last yea 
We do not know what percentage these figures re present of all our 
ars sold into irregular channels last year. We do know, however, 
hat they are all that were re ported to us by dealers with serial num 
bers that we could verity, after eliminating all duplications. 
In tracing the serial numbers of these cars. we did not find, in the 
\ajority cases, any conclusive indications that dealers had knowingly 
aol them into irregular channels. In a very great many instances 
dealers told us, sometimes with supporting evidence, that the cars had 
been sold in good faith to private parties, ostensibly for personal use. 
Whatever the number of our ears involved in so-called bootlegging 
may be, there is no doubt that widespread selling of this type in even 
one line of cars can be a disruptive factor in the markets of dealers in 
all lines. 


being 


~~ 


As an approach to the problem, I was very much interested in your 
proposal, Mr. Chairman, that windshield stickers be placed on every 
new car to Sn each change of ownership and the method of trans 
portation from the factory until it reaches the purchaser who intends 
to use the car. 
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| re Thouctit sin iine w th our belief that the retail buyer sh 
have the pertinent facts about the product. 
before underta ¢ legislation, however, we believe it would be wi 
to try C al unl mode] of the sticker, with the entries that wou 


be mude o a i cro Cion of reputable dealers to have { 


{ Pybeye | : oat 


0 Oli OU 1) rack 2b Sure VOU Would n 
LO pore iw (ional sales prob ems for the authorized dealer an 
t { some could result. For instance, dealers often ey 
la ¢ ect rhid late Gdetlvery of 
qa eG Con at n desired Yealers might otten 
ty only the car whe 
OV l st 1 ent date There are a number ot othe) 
1) e ue ce L concely: y bring such st 
i eile i vet ! ind the si er law in the same way seller 
Li ] { that forbid selling bootleg cars as new cal 
in y jurisdictions today. He could register the ear in the name 
oO] vidual. ove the sticker, and sell the car as a “new-used’ 
( f tiv i Pp s aay 
! ther al ~ is - ( rel bed ont yhen the tirst bu 
tOOK It, he cou i  - Che transact on on the sticker, and one 
i s giving the establishment reselling 
{ } “ e prop i! does not intend. 
Lie -any que O! ont it section ¢ 
Senator Monroney. Yes, sir; 1 would like to ask a few, but I wou 
like to yield to Senator Potter, if he has any questions. 


Senator Porrer. Mr. Colbert, have you received complaints fron 
any of your dealers about the bootleg cars of other makes interfer 
with their markets ¢ 

Mr. Coisert. I haven't personally. 


( I ; have you § 

Mr. JACOBSON. Yes, there has been considerable comment 1D that 
regal | 

Senator Porrer. And you do think it has a serious effect upon 
legit e dealer ? 


Mr. JAC ON. | ao tf kn Ww how serlo is. but it would have an etlect 


i ne the dealers, yes. 
; ; : ‘i 
Senator Porrrr. I note in the testimony that you cited a number of 
eo ; ] ? ! 1) } PPE SOTO aod ot eT . that 


have come to your attention, and you have been able to trace by serial 
: bootleg cars. I would assume that probably that 
might be a small part of the actual bootlegging that has been con 
ducted. Do you have any idea as to the percentage of your cars 
that might be bootlegged ? 

Mr. Cornert. I asked that same question, Senator. We didn’t have 
any reliable figures as to what percentage actually was involved, 
whether this 964 Plymouths was a large percentage or a small per- 
centage. I don’t know any way of determining that. 

Io you have any ideas, Charlie? 


Mr. JAcorson. There is no way of determining it. In reporting 


these cases we have had the same car reported by 4 or 5 dealers, and 
if vou would add up all of those reports you would find that we prob- 


~ 1 
YS We) aetual] involved. 


} 
Al \ nave ot 1S as 


Senator Porrer. And several dealers reported the same car? 


} ~ 


\ 
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Mr. Jacorson. Yes. And when we checked the serial numbe1 
f the cars hadn’t yet been produced. 

Senator Porrrr. You share the concern that many of us have, that 

s sort of thing could deteriorate in a supermarket type of sellir 

tomobiles. Do you consider that a danger, where you can have a 

mfranchised dealer handling several makes? 

Mr. Corpert. That is a possibility, but I thin 
for handling automobiles through authorized dealers has prove¢ 
self to be sound. I don’t think you are going to see supermarkets 

ing over in this country. 
Senator Porrer. You would like to retain 


«or 


k the systen we have 


I { 


that tvpe of arra 


{ 


4 
we will 


ent 


Mr. ConLpert. 
out between us and the dealers. 


Yes, sir, and the things that are wrong with it 
| would like to see 1t re 


ftaines 


] 
«>? 
ina I don’t think there is any real danger of the superm irket taking 
er this country in the selling of automobiles. 
i ‘VY TO a 


Senator Payne. You have actually policed your own industr 

iin extent, haven’t you? 
Mr. Cotserr. We do the best that we can; yes, sir. I don’t know 
lize it or not, but we were the last company) \ I | 


ther you real e had 
lling outside the territory until the Den irtme! 


i 


} 
’ Yr 


trictions against se 


Tustice called to our attention 4 or 5 years ago that we should get 


of that provision. 
Ford and General Motors got rid of the provision. It is difficult 
to police. As I reeall it. we charged $75 for every car a dealer 
| out ide his Té rritory. We eolle ted that money ancl put t inte l 
nd. It is a hard thing to police. We tried to police it as lon: 
| ‘e that it wa 


we were advised by the Departi ent OT -lusties 


Id until 
lation of the antitrust laws. and we eliminated it from our agree 
It a difficult thine to police. 

Senator Porrrr. Did von have any old agreements whereby vi 
incel a franchise if a franchised dealer sold his car to another 
on for resale ? 

Mr. Corperr. I don’t think we ever had such a provision: I d 

Lea Nation for that rensot 

~ » PoTTER Would vou re yt} nend yavb ot eanes {i 
e tr of penalty arrangement that vou could have in vour con 
t? I know that some of the manufacturers have that in their ce 

is a means of eliminating bootlegging. either by canceling the 
e or so} other type o} penalty, if they old a new ear f 


rving to run dow! 


experience we have had in 1 


\f ‘ my 
Mr. Conrertr. The 
1 ’ ] ] 1? é ] 4 
leocoing cases. even in the old davs. 1n sales outside territory was 
ch that LT wouldn’t recommend putting an arbitrary cancelation ] 


on in for that purpose. 

Senator Monroney. I wish I could feel as confident vou do that 

is not tending toward supermarkets, because | have talked 

terally hundreds of first-class dealers who have iong records of 

tanding sales, and they sav: “Why should I 

ed dealer for one car when my product is on every gravel lot 1 
new model ana 


this business 


r) 


ontinue to be a frat 


own and when they vet the ears before IL do on the 
v get the models of cars that I can’t get. and I can be undersold 


cause of the freight advantage of Detroit free freight. plus th 


phantom freight dealers are charged : 
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These fellows just say: “I am not going to take it any longer. I hay 
a quarter of a million dollar showroom. I know how to buy the ce: 
cheaper than these bootleggers do. I can get them in cheaper, and 
have a better sales force. I am not going to stick with a car duri 
the lemon years and then be sweating it out for nondelivery dur} 
the hot years. I am just going to go into the complete supermark« 
business.” 

I have heard it so often in so many places that these dealers real 
are deeply concerned about it, and it would be a fatal thing for t 
traditional pattern which has been so successful in putting so mar 
cars in the publie’s hands to go that route. The public would sufi 
the oreatest for the lack of serv ice, mamtenance, safety features, ani 
all of that, and while it is true Plymouth and Chrysler are not boo 
legged to the extent that your competitor’s cars are, your dealers sufl 
from it. 

[ have heard dozens of them say, as you say in your testimony, that 
it + Aas the whole industry, whether it is in his particular line or n 

Mr. Cornerr. Well, I hear them say the same thing, Senator, ta 


to ea that I know well, like you talk to vour friends that y 


} 1 ] 7 = ¢ 
know well, and they make the same kind Ol remarks to me, but W 


you say to them: “Would you rather be in a supermarket or rath 
be an authorized Chrysler dealer ¢” they say, “Jiminy, I would rathe 
we al uthorized ¢ hrvsler ce tler.” . 

Chere is a lot to be said for having a good connection with a go 
factory. 

Senator MoONRONEY. i is correct: but when it all goes supe! 
market and you get these real experienced automobile dealers runnin 


supermarkets instead of some disfranchised dealer or used-car dealt 
ind the picture will speed up tremendously, and when it does, you w 
ivve Lor 2 outlets inthe town, and that is all. 

Mr. Cornerr. My answer to that is that these friends of yours a1 


mine who say that to us, who are good, authorized dealers now, don 


make t the step. Phe say, “Well, ] see old Joe here used to be a used 
ear tas o all of these things,” but they don’t want to operat 
under the conditions that fellow is operating under. They woul 
rather be connected with a good factory as an authorized dealer 
most cases, I believe. , 

Senator Monronry. Well, some of them are going” out of busine 
rather than go into that kind of practice, blitz advertising, and all that 
sort of thing that they have to meet. That destroys ever’ bit of sound 
ness, no matter how good a franchised dealer is, these set eching head 
lines that are a shot in the arm for sales tomorrow and forget abot 
next year, or the year after that. 

Mr. Cotsert. We have just completed a survey of why dealers go 
out of business, as to the dealers of ours who have gone out of busines 
the rant couple of vears, and I don't recall that any appreciable num 
ber gave us the reason of the supermarket idea. That is very incons 
aeanaal 

Senator Monroney. Our testimony here has been rather consid ! 
able, in my personal acquaints anceship, that they are getting out of the 
business because they don't want to put a $1,000 pack onto a car, or ad 
vertise phone: Vv tr ide- ins, or p ut balloon notes on th eend ot th e ir ree Fr 
and all of the shyster operations that go with that tvpe of merchandis 
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F, It is a coniple te new pattern. It IS Yrowine. | could T¢ i] re 
have been all over the country and it is infectine lmiost all par 
e country. 

‘ TY 1] yY.* r 1 y 
Mr. Conperr. Well, vou have them in Europe. There is th 
w about the idea, but I don’t believe the American tutomobile dealer 
it that point vet. He may get to that point some day, but I don't 

] : ] : l 

nk vet. I think we will cet the relations on a basis more sat 


’\ to him and to us, too, 
| In cl ntallv, there nre a lot of things in our relations wit} enter 


it I think we don't like and can improve. I don’t think the Ay 


n automobile dealer, on the avernee, is the supermarket kind 
erator. 
senator MIONRONEY. Lle doesn’t vent that but ther sf elf it 
nist there when there is biitu tine there wit | 
prani a 1d he . chewed on DV the Ta ory win foy better nia 
eftration. ¢ I ( cle hai ( (| © Dy the boot on om 8 ut 
treet, on the other side, ; nd finaliy he throws in the sponge ana 
\ -“Tf you can't hi k them, Join thet i 
thie i vetting uf linge. I thinl S 49 Chahoe | ( 
e OLO ho tie } OY Lo heat t Is 
Mr. Connerr. Well, also im ¢] ountry, col rorget, La 
er of \ Siround here whe Mipel Oh Wasnt tl 1) t popu 
th ae | th \ ria Now th ust Tew y i el evervi \ 
( cobyie rg 1 ot it Ve, vid il j tvle. VO bet VE } | 1 t 
i! Decon r | Mipet ive OO, ANC ty vy “a | ( t | ortyt [ 
; ome of that Let me eet into t) hol I 1 Just AS roug 
I Doak Pou ist rough as ov Lo lilk { ( I 
int to worl nat wi) 
[| vou vel Mou peo i fe ne ul t Way il it it ) t bet l 
done. Now, some will fold 
Senator MONRONEY What kind oy better Job Let’ ro into | 
Do vou th | a blitz Operator Ola eel-and-deal b Ss. SEO 1¢ 
ed en > Ven! to p ~=30071f vou buv a new \ do you th K | { 


eood ethical performance that ought to go with a sal 
Mr. Cotrerr. No: Iam talking about a good dealer operating o1 
1 1 


ound ethieal practices, al d we have a lot of them doing tt in Chrystie 


: 1 . 
C orp.. and | am sure our competitors ao, too, who are MaAKTHYE Mone 


= ' ae 
1 operating on sound economical practices. Vhey are WOrking like 
{ So ! s Pac, | +] . eens ‘ } 
ie dickens, they are Working TYom early 1n le Mmornimg to tate 


I loht, 0 days ot the week, ana some ot them part of the s<eVenti tay. 
tf we have | lot ot evood automol ile dente rs: 4 peral hg on a good, 


eal basis and enjoying It. 


Senator Monronery. You think they are worth saving, then, instead 
ot seelInge them CO fa WH the dra 1) becuse of competitors over when 
they have ho contre |: and not vou. bruit Vou! compet tors 1n the anto 
le business are doing nothing to control the supply of cars t! 
1 ] } : 
ee Channels. 


mob 
reach these hoot 
T) 


In fact, there is much te st 1On\ that indicates that t eV are ence 
wing it, rather than dis ‘ouragine it. 
Mr. Coteerr. IT am just speaking of ours, nov 
senator MonRONEY. Thi one deal 
said: “Nobody ever bootlegs my car but Tam hurt because when the: 
bootleg Ford or General Motors. I cull it So it tears down the whole 


] } | nel 
er Who had ] Naeypr (1C)) al 


T3438 -—pt. 1 
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tructure of a traditional historic pattern, which has made an 
Sta ding 2 record W th OUT ass distribution you couldn't have lh) 
prod Luct ON. 

Mr. Cotsertr. That 1 true. 

Senator Monron} y. | eens to me that these factory men fo) 


two 1 wor lines have fe rvotten bout ever’ thi Yr in the automo! 
austry except getting that first in percentige of price class t] 
nonuth or du Ipl othe lealer down the drain. We have had testimoi 
OT ¢ cellation notices sent to Z wlers with 25 years’ experience beca 
they were 1 car behind in their percentage in that area. 
On top of that, you find ia alers who are canceled out or threatens 
with cancellation because they are not registering more cars than thei 


com petitor—be tween Ford and Chevrolet—when they are selling every 

car that they can get from the factory and begging for more, but thi 

other guy is getting bootleg cars in and selling them and necessarily 
registering more cars. 

I think it is high time that the men in Detroit, who have such a great 

esponsibility in this thing, consider this more than just an idle plea 
of a few disgrunted dealers or those who can’t keep pace with the 
marketing trends. ‘These men want to sell all of the cars they can. 

Mr. Corserr. It is more than that. 

Senator Monroney It i not just the dealer’s problem, it becomes a 
Tactory prov: | em oe there are hes S imutators and other types ot 
rat are sell cars In markets where 50 cars would be a maxi 
mum normal penetration, and they are selling 500 cars and 450 of them 
usually wind up on bootleg lots. 

Mr. Cotzert. We don’t have the stimulator dealerships. 

Senator Monroney. One thing you talked about is not loading your 
dealers in the fall of 1954. Other manufacturers did, did they not ? 
They knew they had a model ¢ hange and in spite of that and knowing 
the suffering the dealers would have in getting rid of their own stocks, 
t| e) continued to nant 1954 models up until almost Christmas to these 
dealers, and the dealers felt they practically h: _ to take them. 

Mr. Cortzerr. I don’t know what they ‘did. but I know last April 
and May we made a decision as to how we would unload ours. as to 
all of the 1955’s so the deale rs would come into the 1956 selling sea 
son clean anes I don’t know what the other fellows did. It worked 
rioht on schedule, too. 

Senator Monronry. I notice you sold out 8 percent that you 
built in 1955. But do vou have a rebate when there is a model change 
and the dealer is caught with so much ineenhooe _ does he get a re 
hate of the cars on hand ? 

Mr. Cotsert. We don’t have a fixed percentage of rebate, but last 
May we started making adjustments of one kind or another toward 
cleaning out the fiel lso they would be clear. 

Senator Monroney. You think it is good public policy not to load 
the dealers at the close of the season ek eep up your percentage figures ? 
You cater to the dealers’ market rather than to your desires to be 
first in this price-weight percentage bracket ? 

Mr. Corpzert. We don’t want to overload our dealers because the 
dealers have to move the cars to take care of the ones we are building 
to move in back of them. 


( 
| 
i 
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Senator Monroney. I notice you say, “we do not ship cars to dealers 
thout signed orders for them.” 
Mr. Cotperr. That is correct. 
Senator Monroney. Is that customary for the other big competi 


4 


rs ¢ 


Mr. CoLperr. I don’t know what their practices are but I know 


hat ours is. 
. 1< l 1 ’ 
Senator MoONRON}] . | notice on page 1.) you ay about he ove 
pment hy miscalculation of the fir t quarter of L956, that this 1! 
5 | 


. 1 1 . 1 . 1 ¢ | 
sed the dealer new car Inventories toward the end of the fourth 


iarter of 1955. 
Is there anv wav that the factories could not only include the new 
r franchised dealer inventories but to get a true picture of the situa 


° 1? ? 4 ' 
on that exists and the overhang on the market of the number 


illed new ears on the used ear lots 4 


Mr. Cotnerr. Well, we get the used car figures. We get those 
Thev are just as important tous. We check the used-car market eve I’) 
) davs just hke the new cars. What pe reentave ot those used ears 


are new cars on lots, do we have any breakdown on that, Charlie / 
Mr. Jacopson. No. We have a running report of these new em 
hat are on the so-called bootleggers lots, yes, but, Mr. Chair 
ne Senator Payne's previous question about the source of the 
bootleg reported cars, the pattern that we have found in these Piym 
uth cars that were reported last vear, the largest source came 1 } 
the State of Illinois. The second largest came from the State of Michi 
oan. the third from the State of Missouri, the fourth from the State of 
Pennsylvania, and the fifth from the State of Texas, and you have 
no pattern there to follow on the basis of the freight rate being « tirely 
i reason for bootlegging. It is difficult to set a pattern. You would 
think in almost every case the bootleg source would be from the lowes 
possible freroht rate area. But that doesn't necessarily follow. 
Senator Monroney. But the first three were in the troueh of low 


Mir. Jacopson. Missouri? 

Senator Monroney. Illinois and Michigan, they have an advantage 
OVP) the others. 

Mr. Jacopson. You have about a $35 freight charge into Chicago 
and about a $55 freight charge into Mis sour. 

Senator Monroney. Well, there is a factory delivery of what. $10 
in Detroit ? . 

Mr ‘J ACOBSON., Yes, 

Senator Monronery. So it makes a difference of only about $15 or 
S25 so they would all be in the trough. I think your spread 
| wouldn't question the efforts you have made to check it—on the 94 
ew Plymouths, would represent only a fraction of the actual car 
that went into bootleg. 

Mr. Conserr. That may be true. 

Senator Monnroney. It is almost impossible to trace it. IT wou 

ce a more effective approach than the windshield sticker, but I que 
on the effectiveness of the other two approaches, and certainly th 
ker Is the least interference VW ith business we can think of, AY al it 
the automobile industry have a weapon to label a new car 

car and a used car as a used car and give the dealer something 
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so he can use his own money in advertising to talk about instituti: 
values of the dealer’s name as well as institutional values of the fact: 
hame, 

Senator Porrer. Do you have any information as to why this boot 
eooing has been increasing? It reached its peak ap pare stly last fa 
Now is that declining or increasing? Do you have any information 
aa 

Mr. Jaconson. Bootlegging varies in relation to the vitality of 1 
market. 

Senator Porrer. When the market ts soft 

Mr. JACOBSON Then there Is very little bootle 
market is aggressive an energetic 

nator Porrrer. Bootlegging increases. I know I have talked wit 

vood many leeitimate dealers who have said: “I don’t want to boot 
ley but I have run into a competitor who is bootlegging and,” they say, 
as am foreed 1] t¢ ie It does put the leoitimate dealer who Wants f 
compete 1] the fashion that is accepted asa eood businessman in 
ommunity at a great disadvantage over some fellow who is a fly-by 
night without the investment in his plant and without any regard for 
‘reputation of the manufacturer or the reputation of his own bus 
ness, and without regard for proper service, and it puts the legitimate 
ler ina difficult position. 
Nir. JACOBSON. Senator Potter. the reasons for bootleggin my are nu 


1 


7] ho. When t! 


erous, Dealers report, when they al > hard up for money ther * boot 
leg. That doe n't involve a competitive condition exist! ng? with al 
other dealer in his community or any vth Ing of the kind. Other dealers 
as you sav bootieg because the other fellow might be doing it. But in 
running down these eases that we have had reported, we have had a 
wide variety of reasons. 

Ser itor Porrer. What do you do in your investigation if you find 
that a dealer is bootlegging ? 

Mr Jacopson. We sit down and talk to him. The bootleggers are 
snart enough al cd these smaller dealers that they buy these Cars from. 
thev do not go back to see that dealer for 4 or 5 months. They try 
another dealer, and we are just chasing a tail around, because we talk 
tol h S dealer \\ ho has sold the se cars into bootlee channels and he elim! 
nates that practice, but here is another fellow that we haven’t had any 
reason for talk in 7 TO be CAUSE he hasn’t bootlegged and the next a0 


a car shows up from that partic = ar source, but in no ease have we had 
any dealers where anywhere near a high percentage of the cars they 
purchase from 1 us ha i etenaeadie acy 


It is a small percent of the total number that they have taken from 
us. 

Senator Porrrer. I have he ard of a dealer in a fairly large com- 
munity where he has turned back a considerable eal of his profit 
that he made during the so-called lush vears and he has a considerable 
investment and he is confronted with a dealer on the outskirts of town 
or in one of the small communities coming into his area through mass 
advertising ana othe Tr means—and advertising this low overhead and 
who Is ¢ able to una lerse »}] him. I have heard of cases of that sort. 

By the same token, I | have heard people Say, If that happened to me, 
I would go into his area and he would seon stop 

I am wondering if that is an increasing practice, and if it is a serious 
practice. If so—I know you used to have territory security provision: 


,~ 
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your contracts that you cannot have at the present time—I do not 
ow Whether that is desirable or not—but does that present a seriou 


sblem ¢ 


Mr. Jacornson. That problem has been in existence ever since 
ndustrv was formed. I think it is a little more prevalent during a 
me when competition is a little keener for the market. It is more 
ious during those times than it is when there is a shortage of auto- 
nobiles 
There are a great many dealers who today have not gone through 
ie fire of competition. When they hit that market they are inclined 
to reach for a little larger volume of business in outlying areas, but 
basically a dealer who is in business substantially and has developed 


the 


his business on a sound basis relies on his repeat customers for his con- 
l ued business. That repeat bu ine 33 can be best secured by render y 
Lu service and you cannot render as rvice to that buyer whom Ly De 
0 miles away from you or 10 miles away from you or even in Detroit, 
] 7 ; es 7 eo a ri rould 1 A it 
W hie re they have to di ive across town. they would not ao it. 
Phat practice is a little more prevalent today, but those things come 


and go. 
hy} } +] 


senator Porrer. Iam interested in knowing about this because the 
first job I ever had when I went to school was selling Dodges for a deal- 
in Flint. which was normally a Buick community. 

Senator Payne. I wanted to ask whether or not Chrysler as such 
either owns in its own right or in part, a major part, any retail outlets, 
retail operat ions, dealer operat ions. 

Mr. Cotperr. Yes, we own a company in New York, which we have 
owned for many years. That isthe Chrysler New York Co. 

Senator Payne. Is that where you have the big showrooms ? 

Mr. Conpert. No, that is in the Chrysler Building. 

The Chrysier New York Co. is a service company over on the West 
Side, West Ind Avenue. nd we own an interest in these dealerships 
which we have started in the last couple of years where he have put 
in a new dealer, we put in our part of the money, up to 75 percent, he 
put in 25 percent and then he buys us out over a period of years. We 
have 50 of those we own an interest in. 

Senator Payne. None of those come under the category of wheel and 
deal operations: 

Mr. Cotpert. No. 

Senator Payne. That would have an effect on your other franchised 
dealers in the area ? 

Mr. Cotzert. No, those are mostly young fellows who haven’t got 
the money to get the business themselves for whom we put up 75 pet 
cent with the understanding, wish and hope that they will buy ws out 
and acquire the dealership themselves. 

Senator Payne. But as far as their operations are concerned, out 
side of having the financial assistance, they enjoy no greater privileges 
and no greater benefits from the factory than does the ordinary fran- 
chised dealer. | | 

Mr. Cotsertr. That is correct, sir. 

Senator Monroney. Do you approve of packing prices ? 

Mr. Corzerr. No, sir, I do not approve of it. I will tell you an ex 
perrence we had when we brought out our Forward Look I in HY 
which we knew were good. We knew they were good ourselves and 
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then we showed them to a group of fashion experts before we ever tried 
them on the dealers as a group. 

We brought in first a special group of dealers that we knew kn 
more about styling than anybody we could turn to out: side, and \ 
knew by the time we introduced these cars that we had a winner, sty! 
wise. ‘That was in the fall of 1954, our 1955 model cars. We als 
knew that what you just mentioned, Senator, was going to happen 
The dealers were out of cars. We followed the same procedure in 

1954 that we followed in 1955 of helping the dealers clean up the exist 
ing stocks, so when the Forward Look cars were introduced in Novem 
ber of 1954, our dealers had no cars on hand. The 1954’s were all 
gone, practically. 

Sure enough, dealers over the country started to pack the price of 
these new automobiles because they were startling and they were dif 
ferent and they put tremendous packs up to several hundred dollars 
on each one of them. We called a meeting. We thought about the 
possibility of doing it sooner, and decided that in the States where we 
could do it that we would start running ads showing some prices, 
these factory prices, factory retail prices, what the factory retail 
price on these automobiles was. We ran a few of those ads and we 
just got swamped by our dealers with complaints against it. We had 
to discontinue it. 

To answer your question, we do not approve of price packs. There 
are circumstances under which—and they arise not only in a year 
where you introduce a complete new model, but they can arise by cir- 
cumstances in any model year where it is practically impossible to con- 
trol your dealers. What happened was they brought so much pres- 
sure to bear on us that we discontinued the factory retail prices at 
Detroit. 

Senator Monroney. If you had your “druthers,” you would 
“druther” advertise the list price ? 

Mr. Corzert. Yes: it means more sales to us if they can get them 
into the hands of the public at the lowest possible price, rather than 
kicking them up, but I don’t know any way you can handle it. 

Senator Monroney. Yet the dealers and yourself are the victims 
of a self-defense mechanism. If somebody is offering $1,000 trade-in 
on any used car, with this pack in it, and you have a legitimate price 
on your car and offer him $400 on the car, you run the risk of losing 
the sale. 

Mr. Corpert. That is very definitely one of the factors in it. 

Senator Monronry. It is one of the things the ethical dealers com- 
plain about. Thev would like to sell the car for what it is worth and 
buy the used car for what it is worth, but with all of these crazy blitz 
advertising things going on, even the best dealers have to do it. 

Do you think most of the dealers give back the pack to a man that 
doesn’t have the trade-in ? 

Mr. Jacorson. I would say in a majority of the cases. 

Senator Monronry. The reliable dealers, if they have been in busi- 
ness a long time, if they expect to continue in the community, they 
know that eventually if they charge a cash customer with a pack in 
there, that that follow is going to get wise to what the real price of the 
car is and spread it all over town. If vou lose those ethical standards 
which this blitz advertising has threatened the automobile distribu- 
tion to lose, you are going to wipe out reliability and the responsi- 
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bility of your system that has worked so well for mass distribution. 
Mr. Cotpert. That is correct. 
Senator Monroney. Do you have some questions, Senator Thur- 
iond ¢ 
Senator Thurmond has been here most of the morning and is one of 
the most valued members of our committee. He has taken a great 
nterest in all of the dealer problems. 
Sen ator THurmonp. Mr. Colbert, I understood you to ~ vou had 
! jection to eliminating phantom freight, provided Ford and Gen 
Ski would do so, so that you could compete with them: is that 
l ae 
Mr. Connerr. I say, as far as we are concerned, we have no phantom 
freight now, not more than a thousand cars—I mean literally 1,000 
out of the 1,500,000 that we sell a year, that you could stretch to call 
phantom freight. 
As far as Chrysler —_ is concerned, we don’t have it now and we 
vent had it. We have paid out more money on freight than we 
have collected for years, so we haven’t the same situation that General 
nave and Ford have in that regard. What I said was, we wer 
nee about the possibility of someday getting to the situation where 
ight was included in the price of the automobile, and there was no 
rge for freight, you had a flat price for the automobile that in- 
ided freight. 
[ said if General Motors and Ford went for that, we would meet it 
ompetitively some way. I don’t know how we would do it, but we 
would meet it competitively. 
Senator Tucrmonp. In other words, vou would be willing to elimi- 
nate it, provided the y would go along ¢ 
Mr. Connerr. It is competitive; ves, Senator. This move we made 
this week we made bee ‘ause competiti¢ ndidit. That is what it amounts 


TO. 


‘ 


Senator THurmonp. That is all. 

Senator Monroney. Thank you very much, Mr. Colbert 

The committee will adjourn ‘for lunch and resume its session at 2:30 
in room G-16, the committee room right off the Senate chambers. 

(Whereupon, at 12:15 p. m., a recess was taken until 2:30 p.m. of 
the same day.) 


AFTERNOON SESSION 


Senator Monroney. The Subcommittee on Automobile Marketing 
will resume its sitting. 

The record will show we have a quorum present, Senators Payne and 
myself, and that Senator Potter of the full committee is also present. 

You may proceed where you were this morning, sir. 

Mr. Cotsperr. Thank vou, Mr. Chairman. 

Now as to retail cre di it and the role it plays in helping to maintain a 
high rate of automobile sales, first let me say that Chrysler is not in 
the finance business and does not take part in extending either whole 
sale or retail financing for our dealers. 

W ith our two main competitors owning their own finance com 
panies, at one time we entered into arrangements with Commerciul 
Credit Co. under which that company agreed to floor plan our dealers’ 
purchases and finance their retail sales on competitive terms. Tord 
later sold its finance company. 
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There are types of credit that we consider harmful to the business. 
In general these are the sales in which the buyer at retail cloes not 
vet a full understanding of the liabilities he is taking on and there- 
fore signs up for more than he can pay. We have no reason to believe 
that this kind of thing IS an important part ot the business of our 
dealers, and the relatively low rate of default and repossession sup- 
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ports our view. We believe installment credit is fundamentally in 
good shape today. 

Senator Monroney. That is the end of the credit phase of your 
tatement 4 

Mr. Cotperr. That is mght. 

Senator Monronry. Senator Payne. 

Senator Payne. That is a very clear statement. I have no ques- 
tions. 

Senator Monroney. I certainly agree with you on the fact that in 
tallment credit has had a great 4 to do with increasing and im- 
proving the standard of living in America » but I believe it must be 
qualified, as you did at the ev es ot page 23, that the bounds of nor- 

ial business prudence must be governing. 

“Mr.C OLBERT. That is true, sir. 

Senator Monroney. Do you feel that there has been any influence, 
as an observer in the automobile field, in the extension from 30 months 
or 24 months to 36 months, and now in some cases to 40 months in the 
hot competit ive race between Chevrolet and Ford ? 

Mr. Cotperr. Well, now, Senator, I don’t know the details of what 
those two companies have done on their credit. We have heard of all 
kinds of extensions up to even beyond the 40 months you have men- 

oned. So I don’t feel that I am qualified to say what they have 
done. I know that it is perfectly clear to all of us that they have a 
tremendous race on there, but I don’t know how far they have gone 
in their credit terms or what the merits are. 

Senator Monronry. Of course, you could carry the theory of longer 
and longer extension of terms out until somewhere you reach a break- 
ing point. 

Mr. Corperr. Oh, there is no question about that. 

Senator Monroney. Many of these dealers have told us that while 
they were once out of the woods with 8 or 9 months of payments, that 
now it is apt to reach 18 or 20 before the owner has an equity In the 

ir to the point that its repossession will not show a loss. Certainly 
in many places of the country, particularly in areas where the Trans- 
america Bank Holding Co. operates, you home no paper sold without 
sosasiate recourse. Now, you don’t have any idea of how available 
nonrecourse paper Pr dealers, do you ? 

Mr. Corp nl W. .J. Simons is here. le is our treasurer. Do vou 
want to swear him 2 

Senator Monronery. I'm sorry to 
is the pattern we follow. Do you solemnly swear to tell the truth, 


le ep bothering about that, but it 


the whole trut h. ana nothing but the truth. 0 he Ip vou God 7 


TESTIMONY OF W. J. SIMONS, TREASURER, CHRYSLER CORP., 341 
MASSACHUSETTS AVENUE, DETROIT, MICH. 


Mr. Simons. I do. A Mr. Colbert said. we have relationship with 
over 1.200 banks and finance companies. Over and bevond that we 
know that many dealers finance with other banks so there is a tre 
mendous number of banks handling our paper. 

In each one of those we know the re are Many special arrangements 
so we have no particular record and no exact record of the extent 


of recourse and nonrecourse paper. 


Il ean Say this: wherever there is recourse paper, the 
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takes the risk, 1f it is the dealer, wets a reserve protection that 
would not have if he had nonrecourse paper, So it is an offsett 
thing There are many different kinds. In some areas there is c 
sich ble nonrecourss pupel 

Senator Monroney. It the funniest thing to me as J gO arol 


, e between States in the whole west coast t 
dealer must sell with full recourse. In the other areas it 1s recouw 
or nonrecourse. Twas in New Orleans Monday; and there is a d 
ference between towns, and in some towns there is a difference | 
tween dealers. These ereat national companies are supposed to 
States, but one of the men told me they all seein ft 
tailor their eredit terms whether 1t is with recourse or without. a 
reserve requirements and all, for the individual pattern of whit 
marl Ket W il] ben or wi at bank COl petition there is. If there Is 
competition they make them recourse their paper and things of 1 
kind. We have had testimony here where dealers who have be 
lhauid ited or chose to liquidate, either one, are still on the bacl 0 


a half million dollars wor h of paper, for example, and maybe there 
is only a SLO,000 reserve protecting all of their life savings from 
tastrophe if you should happen to have a sharp slump or 1f soi 
one should crack the car market on price. I just cannot understa 
what the pattern is. We are asking for enlightenment mainly. ti 
you do not know the areas where the recourse and nonrecourse thi v 


is settled in any way. do you? 

Mr. Simons. No, as you say, the west coast is pro bably the most 
settled, whe re it is basi a lly there on a nonrecourse [sic 1 basis. 

Senator Monroney. It is settled but it is settled at the high est point 
in the country, on the worst basis for the dealer. It is the dealer's 
money. The finance com pany geis a wood rate of interest but t! 
dealer is on the back of that paper and most of them will tell you 
they cannot feel secure until ners nre 1S mon ithly payments made 

Mr. Smrons. Many successful dealers deliberately finance their own 
paper and find it a profitable business, although some of them take t] 

risk because they think it is the best way to do their business. 

Senator Monroney. I do not know whether you do it but General 
Motors and others make the dealer include as marketing income what- 
ever income he might have made from his financing oper: ition which 
is entirely apart, as far as working capital is concerned, from his sales 
operation. If he happens to make ten or flfteen thousand dollars on 
carrying his own paper, then that is thrown in above the line so from 
an accounting standpoint he is regarded by the factory as having made 

that off the merchandise. This tends to force the dealer, it seems to 
me, into selling his paper to other companies, outside companies. But 
would you say that 36 months is too long as a general rule for financ- 
ing automobiles ? 

Mr. Co.tsert. What is the general rule now? I think it is less than 
36 months. 

Mr. Simons. The average comes down to something under 30 
months. 

Mr. Consert. 29 months, isn’t it ? 

Senator Monroney. Is the average going up or down in length of 
time ? 

Mr. Simons. We do not have specific figures on that. 
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Senator Monroney. Well, it is a little out of your line. We should 
be asking the finance companies about it. 

Mr. Simons. It seems to be holding fairly steady. 

Mr. Corezert. The last few months it has been the same as I recall. 
[t is just under 30 months, about 29 months. 

Mr. Jaconson. Mr. Chairman, the answer to your question would 
depend upon the downpayment. If the downpayment was sufficiently 
low vou could spread the balance over a longer period without having 
the collateral worth less than the note so you have to tie the two to 
cether to get an answer. 
~ Senator Monroney. You mean if the downpayment is sufficiently 
high ? 

Mr. Jaconson. Yes. 

Senator Monroney. Sure, if you pay two-thirds down on the car 
vou could be safe on 10 vears. 

" Mr. Jacorson. That is right, but whether the dealer finances his 
cars on recourse or nonrecourse basis depends upon the whim of the 
dealer. 

Senator Monroney. No, in the Western part of the United States 
the dealer has no choice. He has to put his name on the back of those 
notes. In Louisiana, in New Orleans he can finance it without recourse 
ind outside New Orleans he cannot finance it—except in a few cases 
without recourse. So he is bossed by the finance companies on what 
his pitch is. In other places, they have an option il Way of putt ing it 
through. How has that jumped? Do you have the figures for last 
vear on the average stretchout of terms / 
~ Mr. Jaconson. It is about 29 months last year. 

Senator Monroney. A steady 29 months / 

Mr. Jaconson. No, from 27 to 29 months. 

Senator Monroney. It climbed ? 

Mr. Jacopson. Yes. 

Senator Monronery. A year before that what was the average ? 

Mr. Jacorson. I don’t know, but it is slightly lower. 

Senator Monroney. It has been creeping up all of the time? 

Mr. .Jacopson. Yes. 

Senator Porrrer. Is that the length of the contract or the average 
length of time in which the car was paid ? 

Mr. Jaconson. No, the leneth of the contract, and the last figures 
we had, about 60 percent of the paper was on repurchase and 40 per 
cent on nonrepurchase. 

Senator Monroney. We inquired of the Federal Reserve Board and 
asked them to make a survey. They gave us this information: 

This is the results of the survey of the sales finance companies and commercial 
banks regarding the automobile paper which they hold. 

Our tentative findings are that about two-third of the paper is on a full re 
course or a repurchasable basis. About 11 percent is recourse or repurchase 
limited to the amount of the reserve funds. About 22 percent is on a nonrecourse 
basis. There is some evidence that a nonrecourse and limited recourse paper is 
particularly prevalent in Chicago, Detroit, Cleveland, and neighboring areas 
There is also some evidence that the nonrecourse and limited recourse paper is 
increasing in importance. 

Mr. Jaconson. It isabout the same, I believe. 

Senator Monronery. Do you have any questions ? 

Senator Porrer. No. 

Senator Monronry. Senator Payne? 

Senator Payne. No questions. 
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Mr. Cotnerr. Shall I proceed ? 

Senator Monroney. Yes. 

Mr. Convert. The relations between manufacturers and dealers 
the automobile industry have gone through progressive evolution, a 
this evolution has not been identical amone the different manufa 
ture! 


Since 1938 our dealer agreements have hot specified any date O 


vhich they would expire. We have gone on the premise that the rela 
on between dealer and factory peeenany peruasent, subject only 
to the ability of the parties to get along successfully and operate, « 
in its sphere, to the benelit of both. Othe companies have chosen fixed 
term agreements and a detailed spelling out of rights and obligatio IS 
Without wish ne to laply that we disapprove of this approach, | 
want to stress that we deliberately worked away from it. 

The prince ple und riving our stand ts that we and our dealers ult 
bound by common objectives that have to do with selling the best cars 


the industry at fair prices. 

We cannot expect a successful result for Chrysler unless its deal 
ers have standing in their communities and make money. Such a 
relation cannot be run day by day, or week by week, by a process of 
going to the agreement to see what it demands of either party in its 
_— clauses. 

Nor will the relation work out 1f it rests on a foundation of arb 
rary rules hare requirements. 

If you read our dealer agreement as it stands today, you will find 
in it no punitive clauses. You will find no detailed list of undertak 

s by the dealer to be executed to the “satisfaction” of the factory. 
T oe is no long list of causes for terminating the agreement. What 
we have is a simple and short recital, mostly in nonlegal language 
of the basic conditions under which each party agrees to do business 
with the other. 

We do not say our agreement is perfect. We believe, and have many 

ndications that our dealers believe, it has been the best in the in 
dustry and we intend to keep it the best. We cannot forecast today 
all that will be involved in keeping it so. 

We have recently made a number - changes in our agreements. 
They result largely from suggestions by dealers, individually and 
through our dealer councils and conferences. They deal in the main 
with inheritance privileges; with our assuming of lease and other re- 
sponsibilities in event of termination; with right to incorporate car 
make names in the dealer firm name, and such matters as that. 

I would like to take you through a list of some things we have 
eliminated from the agreement and some of the things we have 
.dded in. previous revisions, because these changes indicate the way 
in which we have worked at improving our relations with our deal 
ers. The first group I shall cover deals with the 1938 revision. 

rT that revision we took out the following clauses: 

A requirement that the dealer give us written notice of any 
i ange in more than 10 percent of the stock ownership or partnership 
or other interest in the dealership. 

2. A clause that, if dealer ceased to represent us properly, in our 
— we could terminate the agreement immediately. 

A clause giving us an option (but no obligation) to repurchase 
all or part of the dealer’s new car stock on termination. 
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$. A clause that neither party was to be liable to the other on a 
ount of any termination of the agreement. 
A clause that gave us the right to change the dealer’s territory, 
vhich was then exclusive, at any time. 

6. A clause requiring the dealer to carry adequate stocks of vehicle 
and parts and maintain a place of business, salesroom, service sta 
tion, organization, and equipment satisfactory to us and in accordance 
W ith our p Hee - 

cs A ( ‘lause nat the deale Yr W ould de ‘velop s ale SF nder efficient sery 
ice, and ia in all respects to service polici ies that the compat 
recommended, 


OS. \ Le Uine that tt » dealer \ ill e Le t + | PXNPEHSE 
VICE ehis \ CPCORIMeEILOeRA 
; K clause hat t dealer would carry out the ! ( 
()y\ r Service Poli is 1} nded by thre 1h] 
1( AQ wreeleht Ly thie ch it ¢ by | rta Lit I i 
orders o forms W ere TO provict 
| | \n wreement bv thre cif ley 0 yh) 1>| r ] | { 
est mates of his P ospective requirements of om produ ts, 
12 A clause requiring the ck ier to pay his propo 
Mil ed. of the adverti Ing \ | wed ) re 


) 
13. An agreement by the dealer to use only parts purchased from or 
approved bv the company. 
14. A clause gcivine us the meht to mspect the dealer’s stocks ¢ 


"2 { 
cles and parts 
D>. A clause requiring the dealer to keep 
j ( trrbole fo us 
\ | have eid, Wwe Tor k out ail ot these etauses and m ! ite 
195s I nddition. we lenoth ned e time of notice o rm on po 
us Tron oto 90 davs, leaving the dealer the right to terminat 


aay VW, scdded achause Mmcorporat he L Do ' oft} \ 


ing to the effect that we would ; ship vehic i seein oO! a r’s order. 
We ereatly e xpanded our re pure! se obheatic ns on termination 


This 1928S revision ec atnaes in effect until December of 1951. By 
ae “ark pee ions of the antitrust laws mad inoperative lavse 

giving dealers exclusive ais keine cee ding penalties that 
infringing teen were to pay to other dealers whose territory t 
invaded, 

They also made 11 loper itive “ape eae penalizing dealer 
sold cars to others than bona fide retail customers or other deale: 


their own lines. 
We. therefore. elimin: ated these. At the same time. we changed o1 


termination ctause to enlarge our obligation to repurchase new cas 
parts, wecessories, special tools. id deere tial today We THaixe | 


l 


repurchase under all circumstances of termination, even if t 
initiates the termination. We deleted a clause dealing with rene 
the deal ragreed t »ysubmit to us. 

In our latest revision, we have reinstated a provision concerning 


ports that we expect to recelve from deal rs, an P16 KH 1\ be u 1 { 
the committee to have some ba orp und on this hange. 

Many of our dealers are merchants of extraordinary ability 3 
believe that among them are men who are not exceeded anyvwhe1 


capacity to sell profitably and with excellent service to the communit) 
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Their leadership has been a potent force in our dealer body 1 
many years, Some of these are veterans of m: ny year's Wi ith us. 

We also have many dealers who started in businesss too late to hay 
experience with the highly competitive prewar selling period, an 
whose knowledge of the business was prince ipally confined to the long 
sellers’ market that followed the war. 

At the end of 1955 some 2,660 of our direct and associate passenger- 

ar dealers had been with us for 5 years or less. 

‘The constituted 28.4 percent of our dealer body. 

We have approximately 9,500 dealers. Another 1,695 dealers or 
18.1] percent of the total had been with us from 5 to 10 years. In th 
Ll- to 20-year category we had 2,915 dealers, or 31.2 percent of the 
total, and in the 20- years-and- over category we had 2,082 dealers or 
22.3 percent of all our dealers. So more than 53 percent of our dealer 
had handled Chrysler lines for more than 10 years. 

Kxperience indicates that we may have erred in the past in having 
too little detailed contact with the operations of many of our individ- 
ual deaiers as that we depended too much on the natural communica 
tion of successful operating oer from ei most skilled dealers 


1o those needing greater stre neth 1 1 the presel t pe ‘riod. a he 2y¥ coule | 
iave been proliting from closer mae on our r part to business man 
gement practices in their establishments, with more detailed analysis 
nd counseling on the various elements of their operations to make 


them more eflicient and more profitable. 

We have TOURdG COl firmation of this belief ina survey that we had 
made among our own and some compe ‘titive dealers. An independent 
survey agency oi high standing conducted this study. 

Dealers O1 ali Wiakes covered col ld express themselves freely, and 


they did so. We found among our dealers a definite desire for more 


lled counsel and cuidance on the part of factory pe ‘rsonnel con 
erhning their sales prob I His. We found competitive dealers pre- 
ponderantly speaking well of the advice, training : uctivity, and fre- 


quent contact on the part of their factory’s personnel. They tended 
to class these things as | ielpful. 

There is a marked distinction between indiscriminate selling pres- 
sure, and constructive analysis of a situation and its possibilities. It 
is in the latter direction that we have been further developing our 
program of business management aid for dealers. 


In this ry Vil HMUSTMeSS ys)? WP) ts “ils wre being e3 mnded Al 
} is prograi, busi hinhagemel ‘ Lit eiIng \ pi i a 
1 1 ° 1 °41 ° 1! “ 

both the corporation and division levels, with particular emphasis on 
men in the fieid to work a rectly with dealers We now have about 150 


business management specialists working in the field and we are add- 
ing to that number. 

ilere are some of the things we are doing: 

We are holding business management dealer meetings on selected 
subjects, such as accounting procedures and methods of absorbing over- 
lead. We are arranging profit forums throughout the country. At 
these, successful dealers tell their fellow dealers how they get their 
results. We arrange sales clinics for dealers’ salesmen in the same 
manner. Especially successful salesmen are the lecturers. Dealers 
and their salesmen conduct both the profit forums and the sales clinies. 
Our |} veople make the p! hysical arrangements of setting up the meeting 

and openl it and introducing the speake rs. The purpose is to pro 
\formation based on actual experience. 


oO ne 


! 
i 
fle 1} 
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Weare also making available tadividual business management analy 
md counseling by specialists in the field. 
] 

i 


We are developi ne eon wee firisayie la and operating stutements, 


list the mecliv) dual ¢ ‘ler Call have a vardstick by which he Call 
isure the Micienes aaa profitability oft the Vil lous departn ents of 
msiness. For this activity to be meanineful for dealers and effec 
In helping them, we need more actual information from dealers 
ill has been available to us in the past hid for this renson we are 
he more report 
We are workit 1g h: ird to Miprove the quality and skill of our sales 
service representatives in the held l. We are enlarge ne the field 
ree and we are intensifving our training gece uns for fieldmen. 


| Bee eG ; 
In addition to the normal relations wit! 


lealers by heh as ened 

heally to that job in the field, we also have apreeke al of pet onal 
Pact on the dealer's home STOU 1c ly our LN Slo} li il: id corporat lon 
utives from Detroit through visits to denlers and ae frequent 
ler meetings throughout the country. . 


We have rorent deal oft pe <onal eontact wW ith cle alers \\ ho come to 
etroit to visit us. During t hie past vear, for instanee, each of om 
visions has received visits from an average of about a thousand 
ei who have er ne wmto Detroit hor V1 (- With our execuilves. \t 
» Chrvsler division Live? dealers visited divisional headquart rs n 
5D At DeSoto. there were 723 individual dealer visits to the plant. 

Dodee there eee in SEN aT Senne Vas and at Plymouth the 


nber totaled 1.484. 
These de alers came from all over the country. The dealer people 
| 


: oe Ad 

ho visited Plymouth in 1955 represented 1.200 individual establish 
ts in 48 States and the District of Columbia. 

In addition to this individual personal contact with our dealer all 


f our dealers are represen ited on denler conferenves or councils on both 

national : ‘ cael regions al basis. There are variat Ons I the makeup ( 
these dealer organizations amone our divisions, but in each case 
dealers elect their representatives and all have the same purpose, to 
( ablish a& means by which the dealers ean etfectively pre ent thei 

lews to our top management. 

Since 1950, Dodge has had the Dodge dealer advisory conference 

DeSoto has had the DeSoto-Plyvmouth factory-dealer conference. 
Che Chrysler division has the Chrysler dealer council, which started 
in 1951. 

In DeSoto. the dealers elect all of the members on the regional and 

ational conferences. There are no appointees by the factory. DeSoto 
also has a district conference which consists of all DeSoto dealers in 
the district. 

The Chrysler dealer council starts on the regional level with coun- 
‘ils entirely elected by the dealers and no members appointed by the 
factory. On the national council, dealers elect 21 dealer members and 
Chrysler appoints 5 

In the Dodge dealer advisory conference, Dodge appoints 7 of the 

embers on the national committee and the dealers elect 20. On the 
regional level, membership is made up on the basis of about 3 elected 
members to every 1 dealer Dodge appointee. 

Thus, in every case the appointed members form a small minority of 
the total me mbership. The Chrvsler and Dodge dealers themselves 
provided for members that the factories would appoint, the principal 
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reason. I believe, being that they wished to assure a degree of conti! 
ty from vear to year. 

Summarizing, we have the DeSoto system where all dealers are me 
he rs of the district conterences, and dealers elect all members of t 
national and regio} al conferences. We have the Chrvsler syste! 
where dealers elect all the regional council members and a large mai 
ity of the national council. And we have the Dodge svstem, whe 
dealers elect the big majority on both the regional and national co: 
nittees. 

The purpose of these dealer conferences is perhaps best summariz 

1 booklet explaining the procedures of the DeSoto-Plvmouth f; 
tory-dealer conference. which states that the purpose is to provic 
through open, town meeting discussion, an opportunity for any ar 
restions, and criticisms ti 


r¢ 


all dealers to offer recommendations. su 
the factory management and discuss questions of mutual interest. 

Al] t har e systems seem to be working out very well. 

the national organizations meet once or twice a vear, usually i 
Det rit but sometime In other eit C8. ‘J he deal rs who mre membe} 
of the council, conference or committee, as the case may be, ordinaril 
meet for a day or two without factory representatives. They work wm 
i agenda of things they wi h to take up with the factory people 
Then they spend the rest of the time, usually 2 days, discussing with 
the factory representatives the matters on their agenda. The factory 
representatives include in most cases the president of whatever divisio1 

r oncerned, Chrysler. Le doe, or DeSoto, the head of the diy sion’ 


sales department. its principal production man and other officials such 


as engineers, advertising pe ople and the comptroller. Officials of the 
? | 


ncluding myself, attend some of these meet 


These conferences are advisory. They have been in existence just 
over 5) vears. and so still rer latively hew and in process of develop 
ment. But already they furnish us a cross-check on how our business 
relations are working out and they eive the dealers assurance that their 


observations on the business can be thoroughly talked out and con 


Sld | 
As an indication of how these dealer councils and conferences ar 
orking out, J ld like to read ex ‘erpts from a Statement by M 
Charles G. McKimmie, a Chrysler-Plymouth dealer of Richmond, Va 
I CO} pleted his term last year as the elected chairman of the 1 { 
tional Chrysler deal ouncil 
Mr, MeK 
ne very imp t re f the existence and activities of a strong wel 
bala ( Cl Li { tel : encourage true busines democracy and t 
d Irage dealers fr vised attempts to create by artificial means 
panacea for all the things they think are wrong with business. Properly directe 
by its members and caretu onsidered by Chrysler officials, the council is one 
if tor enterprise system, the most priceless thing we have 
in American business \s I step down from the chairmanship, I do so with 
| ‘ | er dealer conneil is the outstanding council in 
Unite States and | ntributed more for dealer and factory benefit than 
‘ ( Si grou [tf every dealer will do his part in supporting the 
( neil as a group of represent es, that he, himself has elected, and if Chrysler 
OS} | h an equal measure of interest and active partici 
1. ve en ! fact lealer relationship which will be increasingly pleas 


ant and profitable * 
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rat ends my quotation from Mr. MeItimmuse 
Now we have the question that has received a erea eal ¢ q 
nin recent W reals, ana th) it iS Termination OF Cc ier avreel 1 I 
e Tactorvyv. 


As I observed before, we Go not have deal ragreements that expire 


their terms We regard e relation as one intended to | pel 
nent a t is practical tor hin relations to be () i ( 
n we do part Co pany rOr VkYIOUS CA i Je Che de to Get ¢ { 
the automobile business. ‘They decide to t on nnot lie 1 
‘ my Occ tw ald \ } if yt eTO! ! t \ l i VI 


( 1 t 
‘ = / 
} 
i 
' 
| | { rT} 
i 
' t 
T} 
! 
<e 
Lit t 
‘ t iTlé 
( “2 } 
( { 
‘ 
\¢ ( 
t ’ } 
{ er 





| ) t} i 
1 t 
i l 
] {] . ! | | 
ent \ to ref Ct on ou Drociiets, Ana Ww I } DAY! t 
. a 
think ther Ss Valla Gro Wi Tor a Lore nent 2 O thie ermmati 
We do not terminnute the conti t OF evel CAC] he 
ne CONSLUeLE upsetting by the ot r «ie rs LTie tr ( 
1 1 1 
product in the same marke but 17 he pet i Sul 1 
} ' 

Pus eSs aha OUls to rept there can ! no q } ! ‘ t ! 
King the final step of tern ating our oreement witl ! 
Laately conipetitors have announced coming re Ol yr i ! 

n which tl] 1] sett] Hides i 
{ } i ile \ ‘ it Hirer i ( il I 

‘ 1 1 

( ive eh, enear i 10 On Cire | \ © \ WwW ¢ ! al L ¢ lel 
Provisions In Our agreement stuaving 1 en 1 eae! 
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I) il 0 Witihh Lie \\ wave Unie l review - re ‘ 
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i is that are possible for bringing about joint on pal Lr 
! | { 1 
OT LOTMINATIOI a Mae i What net OU] Cale] i 
] { , | ‘ 
i ( he fe ( ha we expect to keep ou te ( eye rie { | | 
| { 
Wei Hnaustt \\ ¢ nt thea Opinion to b haread W i 
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u if in pe brougnt about Only by very ro ( ] 
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Whatever changes may occur in the agreement, they will be pr 
cated on the fact that ("| rvsler ni eds a vigorous, and therefore Dr! 
perous, dealer body all over the United States for the increasing by 


] 


ness with which we expect to carry on the competition we have cor 
sistently helped to spark in this industry. 

This concludes our statement on the items that we understand, pri 
( ipally interest the committee. 

In vour study of the automobile industrv’s methods of marketir 


[ know your primary concern is the public interest I believe t] 
record is clear that both producers and retailers of the industry hay 
served the a e interest well through the verars. The industry ha 
heen extremelv competitive. That has been its outstanding featur 
It has h 1d to be provressive to make it pos sible for aln Ost evervone 
0 have a car. History never has seen anything like it anywhere 
cut any time. 

The makers and sellers in the industry have had to sell. They hay 
had to con Ipete for the b L\ er’s favor. They have had to offer an evel 
improving produet, with courtesy, with good service, and with pric 
that were competitive. They have had to compete among themselve 


and against sien and sellers of a tremen lous array of other item 

There are no guaranties that eve rvbody can m ike out in this kin | 
of « ‘on Ipe tition. 

Rut there is assurance that the makers and retailers who know 
how to serve the public best will survive and do well. and it is the 
public who will decide who they may be. 

It has been no secret that for the past 2 vears we at Chrysler and our 
dealers have had a battle on our hands with our competitors. We 
ure up against probably the most thorough going competitors in our 

‘onomy ‘but we and our dealers demonstrated last year and are demon- 
strating again this vear that we can hold our own in selling ears. 

We know we still have a distance to go before we have recaptured 
the share of the market that our products and our dealers should 
have. But we also know that we have a body of dealers throughout 
the country and a team in our producing centers that can and will 

ichieve that goal. 

I want to thank you for inviting us to appear here and for giving 
us this opportunity to present our v views. If we ean be of anv further 
help to your subcommittee, you may rest assured that we will be glad 
to cooperate fully with you. 

Senator Monronry. Thank vou very, very much for the very fine 
statement, Mr. Colbert. 

Did you have any questions, Senator Payne? 

Senator PAYNE Well, I just wanted to refer briefly to couple 
of things that Mr. Colbert mentioned here with reference to the things 
that were taken—not necessarily the things that were taken out of 
the previous agreements, but more basically the things that they did 
put in. 

First. I want to compliment you on this statement. T think it 
very fair, very objective, and constructive statement. But I want to 
ask if you find that the dealers generally are responding favorably to 
the efforts that you are making—and T think thev are constructive 
efforts—to try to adopt somewhat uniform accounting procedures and 


AUTOMOBILE MARKETING PRACTICES $49 





thods by which they can analyze what the results of their business 
.. month by month. 
Mr, Cotserr. Yes; I think they are. We are working these clinics 
ver the country and in the places where we had some of our older 
aulers who conside ‘red themselves very much individualists and were 
lined to sav, “Never mind, we know how to run our business in 
lousion or Portland or wherever it is, and it is different from what 
fellows think in Detroit.” When we vet out with these froups and 
~ to work with them and show them what reports we want, the 
asons Why we want them, and that the purpose is no other than to 
p them sell our cars, they fall in line and welcome us. It is not a 
e of opposition. It is a case of them saying, “Move fast and give 
; more of it.” 
Senator Paynr. Of course the basic purpose is tor you to be able to 
nalyze and help them, but secondly, when you bring them a these 
nics, When somebody is talking on the problem involved, he can- 
ot talk about results obtained through 15 different methods that 
ould reflect an entirely different situation in each case. He has to 
ik on something that gives a comparative picture so that dealer 
L can know that when they are ti alking — the operation of dealer 
X that if he refers to a certain line and a certain factor that is de 
ermined. that they are talking about one and the same thing in 
lealer A’s operation. 
Mr. Coxnperr. That is correct. Then after we have the general 
‘eting where these dealers get up and talk, then we break it down 
nto submeetings after this. Any dealers that want to talk about 
subject can go into room A. And there will be an expert there 
o talk about that, and they can stay until midnight. 


fhev break into incdivicual groups answering different types of 
estions. Phat way they can get the answer to any questions they 
int to ask if they will just stay with tee iiiaie, 

Senator Payne. Left me ask vou in line with an observation the 
111°) ! mde thy morhme, which touches Upon this a little bit 


What if vou had a dealer understanding that there are alway two 
aes to every auestion, somebody makes il eriticism On the dealer's 
vel as to the wv \\ he is treated, but until you hear both sides of the 
tory vou cannot make a fair analysis—but let’s say a dealer witl 
our organ ation has heen with vou for 20 or 2d Vears and he ha 
een dome x pretty acceptable job and as a matter of faet has secured 
rom your org: nization, we will Sav, what niaht be dete — as al 
\ rating, and sudde nly you vel into this mac race that has been roiling 
hn and somebody comes down, ah energetic VvVoung chap Ou |] the 
leld who says, “Well, from here on you have to step this t thin a 


} dealer feels that he has done a pretty § eood job and he is eriti 
d because he falls one under thee quota that the factory ov the 
! h thought that he should pro luce 1h) the Was ol f sales. Would 


folks consider that as a subject whereby you should take pretty 

tringent methods and maybe e ancel out his contr: ict f 

Mr. Conserr. I do not think so. IT am trying to visualize the fact 
you say them. But if we set him a quota substantially higher than 

had been running 

Senator Payne. Let’s say you set a quota for the month of-——T have 
rvottel the floures, but we had the figures here. They are Ae tual 
ictory figures. Let’s say 34 cars for the month. 
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Mr. Corzerr. And he sold 33. 

Senator Payne. Yes, he sold 33. Would you think he was pl 
good or pretty bad. , 

Mr. Cotperr. It all depends, if business turned up that month 
we should have set the quota hioh [ would s L\ it Was pretty hy: i. by 


if conditions were the same as the month we set the quota I wou 


say it was fair. Hie would not eet canceled unless there was s 
mange that mace 33 alow number. Assuming that was a fair ano 


1 } ’ 2 
he would not get canceled for such performance. 
: se 


enator Monronry. Particularly if he was from Beaumont. wo 


Viv. Cotperr. What was that? 
Senator Monroney. Particularly if he was from Beaumont 


Mir. Cotperr. It isn’t fair, Senator. to take one month. 
You have to take a umber of months and see what he eached 

MPenatwto) Pay NE. Well, is | remember those sheet: retleeted pr 
generally that he wa nt Loo fay oll from the quota al] oft the 
enator MONRONI Te ‘| hey jumpe | 1) ik 1) month fro) VOU To 
irs: Wasn ¢ that the case ¢ 
Senator Payne. What did you say ? 
Senator Monroney. Tl had had 2 quota of 200 ears about and tli 
put him up to about—— . 

senator wt NE. No. he had a quota ol well, | have forgotten Nn 
what the exact figure was. 

[tf seems to me It was around 350. 

Senator Porrer. I think in fairness to Mr. Colbert we should say 
t wasn't a Chrysler dealer. 

Senator Payne. No, it wasn’t a Chrysler dealer. I realize you 
have to have a long period of time to be able to analyze whether or not 
he has been doing an etlective job continually. 

Mr. Cotpert. Yes, that is right. 

Senator Payne. Now what is the attitude of your own people 
let’s say one of your zone managers goes out and sees dealer A who ha 


done a pretty 2ood iob for you over the vears and yel this young 


l 
| 


chap—we will say he is a young chap—he wants to make quite a 
impression and he lays down the law that “You have to spend a con 
siderable amount of money. Your sales setup here is not just the 
way we would like to have it. You have to expand it. You have 
to put a hundred thousand or 50 thousand dollars,’ whatever the 
amount may be, “in modernization,” and let’s say that this fellow has 
met the test over the years both as sales and service and is pretty 
well accepted in the community and he has a serious question as t 
whether or not he ought to ba faced with going into that type of 
investment. 

Now what recourse has he got as far as he is concerned with th 
company 4 

Mr. Coterert. First you make it very difficult, Senator, to know 
whether the conditions you lay down to the man are fair or not. [an 
assuming that the conditions are fair, that he should build this kind o1 
place. If it is the kind of place that a town of its size should support 
and he has a ramshackle place there that doesnt do vour products 


: , 9 . Fem 
justice, I’m assuming we are agreed that the place should be bi 
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e should either build it or let somebodv else take over who 
uld an appropriate place to represent your products. 

Senator Paynr. Now let’s assume that he has disagreement as to 
iat the fieldman views in his place, and the fieldman goes back to 
e branch, to the zone manager and says, “look, I can’t eet anv co 
peration,” this is my view. 


Mr. Cotperr. Our agreement is flexible on a point like that. That 
eld manager ought to use some judgment as to what should happe1 
that case and we do not lay down na ost ric set of rule aving ma 


own of such and such number of people you should have exactly t! 
type of building, do we, Charlie / 

Mr. JAcoBson, Only two men in the organization can cancel, the d 

ional president, or the divisional vice president in charge of sales. 

senator PAYNE, Now does the dealer have an opportunity nm case 
e has question and reluctance to 

ade, does he have a chance to come in and appeal directly to the 
factory on that / 

Mr. Jacorson. Yes, and they do very often. Our cancellation rOl 
the last 2 vears have averaged 3 a month for 9,500 dealers. 

Good dealers are hard to find. We do not very often cancel a good 
dealer. 

Senator Payne. Do all of your termination provisions as in sectio 
8 of vour DeSoto contract provide for cancellation upon notice of 

it less than 90 days written and the termination shall not be effective 
wnless the president. vice president, or general sales manager of 1 
Soto signs the notice. 

Mr. Jacorson. It is the same in all contracts. 

Mr. COLBERT. The fieldman cannot sien the ean ‘ellation. If his 
to go into Detroit and through one of those offices. 

Senator Payne. Now is that a routine matter on what one of the 
zone managers says or do you take personal cognizance of the ¢ 

Mr. Jacorson. For the past 8 or 9 months we are asking that either 

| president or the vice president in charge of sales 1} 
vestigate on the ground, in the field, the cancellation, before it is made 
effective. 

Senator Monroney. Do you think that the sales manager and I 
magoine vour Cc: neellations are mainly based on the lack of market 
penetration—do you think he ought to be the prosecutor and the judge 
ind the jury. or do you think he should have some kind of appeal to 
some nonsales executive ? 

I know if I were a dealer and doing the best that I could and getting 
bitten at con tantly by the local sales manager and the low il s les 
manager being inclined to be supported by the veneral sales manager, 
that IT would want the judge to maybe represent another branch of 
rverall control of the factory. 

In talking to dealers I find that that is one of their principal com 
plaints, that they are tried and convicted and exterminated largely by 
sales representatives, and with no right ever to get through the Ivory 
tower of people that should be running the concern. 

Mr. Jacornson. Well, the way that works out, some of them get to 
Mr. Colbert, some of them get into my office. A few times we have 
talked to the divisions and they have rescinded the cancellation. 

Senator Monronery. Does he have a right to talk to you if he comes 


4 


ro alone with some sue 


the divisiona 
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Mr. JACOBSON. Yes. yes. | would Say I talk to probably 10 o7 
a year. maybe a third of them. 

Senator Monroney. Dealers say they wouldn’t expect necessar! 
the general manager, but they would like to have a vice president 
charge of dealer relationships. There is a vice president in char; 
of Reuther, and they feel that they should have a day at the top. 
there is going to be an economic death penalty for these guys. 

Mr. Jaconson. We have to work just that way. 

Senator Payne. They would like somebody’s shoulder to ery on 

Mr. Cornerr. In that agreement there. you see, any dealer , = 0 
ean go under this agreement—it has to come into Detroit for the car 
celation to the vice president of sales or the president of the division, s 
anv dealer canceled in any of our divisions has the right to go to th: 
pre sident of his div ision. | Each of our divisions has a president, yi 
see, who is the overall president of the division. 

Now Charlie Jacobson and I are in the central-staff position, but an 
of our dealers who are about to be canceled on that 90-day notice car 
go up to the president of the division. They can go right over th 
ciles manager after they have been through that step to the president 
of their division. Then what Mr. Jacobson is talking about here, they 
say v0 be vond that. The *\ come to him an id they come to me oeeasion 
ally, whic h isn’t prov ided for in the agreement. but we listen to then 

Senator Monronry. Excuse me for interrupting. 

Senator Payne. That is all right. 

Are there cases where, for instance. whatever the recommendation 
might be in the zone mav be overruled in the head office ? 

Mr. Jacorson. Well, I can remember one in the last 3 months wher 
we overruled it. 

Senator Payne. What Mr. Colbert has said here is a cancellation 
should be resorted to except in cases where all fair-minded men will 
recognize that an untenable situation has developed, and it has to be 
brought to an end. 

Mr. Corzert. That is right. 

Senator Payne. If men can be fair-minded on both sides of the pic- 
ture and can, by setting down and talking over the problem involved 
and agree that there just is no satisfactory resolution that can be 
reached, there isn’t anything more you can do. You can say: “Well 
we are going to part friends, but we apparently can’t see it your way 
and you can’t see it our way, and there just isn’t any sense in continu- 
ing on on that basis. 

Mr. Cortpert. And we have looked at it for 25 years, and as far as 
we are concerned, the only 2 reasons you cancel a dealer are he isn’t 
selling goods or he is doing some kind of acts that reflect on you or 
your other dealers. 

Senator Payne. W1! hen vou say he isn’t selling the goods—— 

Mr. Corsert. He isn’t selling the volume he should. 

Senator Payne. But if the market over a long period of time in a 
price field has been consistently—I am talking about recently, not a 
long period of time, but within recent months—is something in the 
vicinity of 300 units a year, we will say, and the company or the sales 
manager suddenly decides: “Look, we just aren’t satistied with the 
300 units a vear that you have been delivering here, vou have got to 
step this thing up, and you have got to deliver 550 units a year”; now 
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inless there are a lot of factors in there on growth of the community 
and other situations, it certainly would be an unrealistic demand to 
make of the fellow. 
Mr. Co.pert. That is right. 
Senator Payne. Unless it is simply to say we have got to have vol 
ine and we don’t care how you get it. 
Mr. Corsert. No, that isn’t the way we do it. 
town has grown and all your competition nas doubled or tr 
‘ir business and you should be m arching along. It isn’t because we 
int to sell more automobiles because we have capacity to build more. 
sound basis for the determination. 


Well, you probably have a lot of your 10- to 15 
I can see if the 


We say it is because 


shylod 


lS 
id 


tiie 


it would be 

Senator Payne. 
ear dealers with you to come to that type of policy ; 
other type of policy is continued by some, they are apt to find 


lves with a lot of the boys that are in to get it while it is here — 
comes time that they 1) elit have to hustle for 


them- 


til to be on hand when it 
the bus ne is available. 
Mr. JaAcopson. Senator, this one case where we reversed this a¢ 
lhe ihre had been with us a long time, gotten in poor health, and 
idn’t devote attention to the business, and therefore the 
asis of hiring Someone 


The divisions talked to him on the ba 
his poor health, and he elected not 


*f ) 
LION, 


volume wei 


adownlh. 
to run his business because of 


Gao 1t. 

Ph 5 had 
ntation. 
nund and decided he 
and we overruled the division 


10 other course than to say that they needed other repre 


lie appealed to us. We listened to him. 
would go out and hire somebody to run his 
as to cancellation of hi 


and he « hanged 


DUSINeSS, 

franchise. 
Senator Payne. That was 

with a reasonable agreement. 

Mr. Jacopson. That is right. 

ion on the dealer. 

Isn't it a fact, too, that what you told 


a case of where reasonable men 


It was no reflection on the din 


nad it Was no reflect 
Senator MONRONEY. 
earel part ot your testimony, that to prevent overloading a dealel 

your dealers fo 


‘1 
} » th 
u> ik ULC 


factory. you counsel with 


your target amounts ? 
Mr. Conperr. Right. 
Senator Monronery. Therefore the dealer has helped to set ) 
quota at that point. so it comes up — the bottom rat] 


ther than ai 
ated down from the top ¢ 

Mir. Cotnerr. Absolutely. 
senator Monro VEY. And there would be no such thing as COM) 

around in midseason and saying we want you to sell 
iarket of SOO or 900 cars, or things of that kind. Some 
lagers seem to have the feeling that all t ley have 
be done, not in your |i 


but in some of the testimony that we have had from dealers. thev 11 
dealers he is Voling to sell an extra hundred ears or 200 cars 
some of the best who were still top dealers, and wouldn't 


ed, Say they have been told to sell SS) or 


r Ov production of the 


ZOU more cal 


OT these Zone sates mal 


nmiand it to be done and it can 


IO S CO 


tell the 
1 
lL have had 


+ | ‘ » > 
) CoO be Guot 150 ears tor 


S00 about their factory cost, and the dealer says: “J lust told then 
Where to go, that they could take their line and vet out with it.” 
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Ife had another good line that was dualed in by this manufactur 
company. He says: “What you are trying to tell me is to sel] the 
260 | when you say to sell them at S80 above the facto 


Phat kind of pressure you don’t exert on your dealers, to dicta 
fothe osell at i less than normal profit 4 

Mir. Conperr. We consider our dealers our customers and we try 

them as customers all the Wily through, from the time they 
is dealers. i 1 the basis on which we interest them In comi 

fousand we try to keep it that way. 

. VMonroney. ) ive more partnership in your busin 

Vi JACOI y. Wi perstlasive pressure rathey than an 

C VION NEY Lf Vo omany ce Hips were Ve cinded 

Senator Monroney. Yes. 

Mir. Jaconson. Thirty-seven. 

\I Con r. Out o nety-five or ninety-six hundre 


OMS 10} can ellat Ol: 


Mir. Jacorson. About half and half Uneatisfactory sales perf 
‘ vas about two-thirds of them. . 
‘nator Monroney. When you cancel out, I think from thi 
act you take over at the factory cost plus freight all of the new ea 
ind of that current model ? 
Mr. J Acopson, 
Senator Monroney. What do you do about parts ? 
Mir. Corperr. We take back all of the parts that a1 


ies 


re Current al 


Senator MoNnrON} ' That would take bac] about L vears: is that 


Mr. Cotrerr. Yes 

Senator Monroney. What do vou do about the building, if the ma 
has a 5-year lease on the building ? 

Mr. Jacopson. We just made a new arrangement on that. On a 
dealer-owned building we have no provision In our agreement to do 
anvthings in that rean al. In ease of 1 lease, we stat d ‘ certain per 
age Ol I . ba ec upon the ! umber of Cars that he had pre 
viously sold. 

Mr. Svirn. Mav I correct you on that. Charlie? Also on owned 
‘ilities he vel the fair ret ti] Value. 

Mr. J COBSON, a f IS rioht. 

Senator Monroney. For how long? 

Mr. Suara. For 12 months « 


runt he C 4 | le To use t hve mn for anh 
: 1 ° . 

ot r purpose, 01 omething like that. 

Se} ator AI NRONEY. lo Vou evel help him ce] ]- ] meal transter t! 
ler hin t} anotner lealer ? 


Nir. FP acorson., Oh. vi 


Mr. Cornerr. Sure, you bet your life. 











senator \IONRON}I Y. Well, on the half that vou canceled hecau eC O] 
nto those facilities / 


ul k of facilities, would you let the new deale br go 
Mr. JACOBSON. No. 

Senator Monronry. On that you would require a new locat 
Mr. Jacorson. That is right. 

Senator Monronrey. Some of them we have been teld about ve 
een canceled for lack of facilities and they find a buy er who \ 


to pay SLOO.000 for the agency and the tactory 


rove the buver, although he an experienced dealet 
in another State. and then the dealer gets about half { oul 
rom a buyer that his factory man will approve and t] lve! dl 
} n the same place of busine ‘ operating whi the dealen 
eled out for lack of facilities. 
Mr. Jacopson. Mr. Chairman, I don’t think we have many of those 


tances. 
Senator Monroney. I am sure vou probably 
la buver for it in thi 


‘uler had a lease and you couldn't find a bu 
f liquidation that would carry on for the average dealer, about hy 
o \ ould you earry on his lease ? 
Mr. Smiru. That would be 12 
Senator Monronry. Maximum / 


months. 


Mr. Smiry. Yes. 

Senator Monroney. I thought you said something about a tie-i1 
vith the number of ears he sold. 

Mr. Smirn. That is what determines the size of the payment. The 


payments go for 12 months. ‘The size of the payment 1s so m: 
llars foreach car sold over the past iy months. 

Senator Monronry. I see. In the event of termination, what abou 
Are those collected for the COMING 


for advertising mac 


an 

’ ;7 

the advertising allowance ¢ ve 

1 the last year’s sales, or are they collections 
‘e spent in the same year ? 


] 
t} 


in Ar 
Mr. Suirn. If there is a balance in the dealer’s account, he 
his money back. 

Senator MoNRON]I Xe He ewets his money bac k ? 

Mr. Smiri. Yes. 

senator MoNRONEY. There is never any effort made to wit! hold 
that / 

Mr. Surrn. No, sir. 
Senator MONRONEY. 
requirements for t 
) 


I see. TI understand that you have raised you 
advertising he dealers share of about S20 a car; 
that correct 

Mir. a ACOBSON. It micht be in sone divisions. cle pending upon Vi heat 
the wav of televi ion programs; yes, sir. 


V re uire ihn The We 

Senator Monronry. We are told it comes to $66 a car now total 
Mir. eACOBSON. That pirarht he POs ible because tho matte! LT 
for the most part de ided yy the dealer ‘conferences. If they cult 
O to expaha their teley it covera end take on nddit ona 
rogvrams. the only way those thines are financed is through a ¢o-o] 

; miueht ro dov i thin \ hala 


Se ; ei 
expense. bhiey might vO Up, they 


On that Wis reduced recent 
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Senator Porrer. Is that always the action of the dealer conferer 

Mr. Jacosson. Yes, sir, usually. 

Senator MoNnronry. In other words, (;roucho Marx can’t ee 
into Oklahoma unless the dealers put up the money ¢ 

Mr. Cotperr. That is right. 

enator ee y. | am grateful for the dealers in the Wash 

ton area. It isa wood program. ] like it. 
Mr. Jaconson. And every year that matter has been a matter 
CUSSION by the DeSoto dealers themselves as to whether that pl 
gram will be continued and a co-op payment paid on it. | 

Senator Monronry. Does some of that $66 go to newspaper advert 
ing too é 


1] 
( 


fr. Connerr. Which division are you oe about ? 

Senator Monroney. I don’t know which one of the divisions. 

Mr. J LCOBSON, | tha K that is Dodge. 

Mr. Cotzerr. Some of it would go for newspaper. 

Senator Monronry. Do you put some money into it, too? 

Mr. Jacorson. Oh, sure. 

Senator Monronry. What gee ee 

Mr. AC ORSON. ‘ e put halt . don’t we ¢ 

Mr. Smiru. No, it is about a pane on that, but that doesn’t include 
all we put into regular advertisi 

“ange cid Monroney. What do you carry on your own? 

= ‘orgert. Last year—I think I see what you are driving at, Mr 
Chairman—last year in 1955 in round figures as I recall it, we spent 
what is it, all together about $79 million for advertising, and as | 
recall it, the dealers spent $55 million and we spent the rest. SS 
million was ours and the dealers spent the rest. It was $79 or S80 
million last vear. We carried $55 million. 

Senator Monroney. And the dealers carried $25 million. 

Mr. Cotznert. That would be right. 

Mr. Miscu. That is my recollection of the figures. 

Senator Monronery. You probably spent for magazine and national 
newspaper advertising, is that right ? 

Mr. Jaconson. That is correct. 

Mr. Cotserr. And we have the best TV programs on the air. I] 
hope you look at Climax and all of the others. 

Senator Monroney. I just look at Groucho Marx. After you are 
in this business all day long you want something funny. 

Mr. Miscnu. I have exact figures on that advertising thing. We 
spent in excess of $56 million and the dealers spent about $33 million 
so it is S89 million. 

Sen: ator Monroney. Do you help the dealer on his local] advertising 

‘ther than copy and layouts and maybe mats ? 

Mr. Corzerr. Some of that comes out of the co-op fund. 

Mr. Jacopson. Yes, we do. 

Senator Monronry. We contribute to the co-op funds. 

Senator Payxr. On his own individual advertising ? 

Mr. Cotzerr. He runs that himself, doesn’t he, Charlie? 

Mr. JAaconson. He runs it himself but we may furnish the mats for 
him to use. 

Senator os NRONEY. What I am getting at is on money that he has 
advanced, that goes into newspaper advertising and perhaps you par- 
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ticipate in it, is he allowed to run it as he pleases or does he have to run 
what comes down from your advertising agencies ? 

Mr. Cotrerr. He can run whatever he chooses to run on his own. 

Sometimes he gets into types of advertising that appear to us to be 
detrimental and then we counsel with him and try to dissuade him from 
running some of these wild ads that you see run, but there is no limit 
to what he can run as long as it is consistent with good practices. 

Mr. Jacopson. Generally. 

Senator Payne. But that he pays for himself. 

Mr. Conserr. That is right. 

Senator Monronry. What I am trying to get at is some testimony 
ve have had—TI do not know whether I have it straight or not—but 

is that the dealer is charged a portion of the national newspaper 

dvertising account and some of that money then is spent to place 
ids in his hometown, and instead of him putting the ad in and paving 
for it, it is biiled not at local rates but at national rates out of New 
York City which gives him less advertising for his dollar than he 
ould buy locally, 

Mr. Cotnerr. I donot think we have that complaint. 

Senator Payne. I cannot say right across the board, but I do not 

ink generally that is true. It 1s an accepted practice that any con 

ri that uses a national advertising agency to handle their advertis 
ng and do the format and build up of the style of ad and so forth, 
which should probably be submitted through the company for ap- 
proval is placed at the usual rate, but, of course, they get something 
ke 746 or 15 percent discount that goes to the agency that handles 
the detail work in building up the mats and placing the advertising 
md so forth for the cooperative advertising group of dealers who 
participate in It. 

Mir. Couserr. The dealer gets the break by having it done. 

Senator Payne. He gets a distinctive tvpe of ad and art work he 
could never do on his own. His organization could never picture the 
car and the features that go with it because many of these small weekly 
papers and so forth as well as even some of the dailies just do not have 
the facilities and art people to do that type of work. 

Hlave vou had any trouble as you “dedual” the Plymouth line from 
ome of these others ? 

Aren't vou divorcing in some cases the Plymouth from being asso- 
ciated with Dodge or with Chrysler or with DeSoto, as you once did 4 

Mr. Corzert. Mr. Chairman, we feel and I think our dealers almost 
unanimously agree with us, that we have come to the point where it is 
lesirable to split Plymout h off from the other three divisions. Now the 
question is how do you do it without injuring someone that is already 
a dealer or how do you get new dealers interested in it. What we have 
done up to this point is to canvass with our dealers the desirability cf 
doing that. 

Practically without exception they say that is correct, that is the 
merchandising thing to do. But to get out and put it into ectual 
operation we find isa very difficult thing to do right now. You haven’t 
got too many people who are interested in hecoming automobile deal- 
ers today and it is because, and I say this with great respect, there has 
been so much talk about what a terrible thing it is that some fellows 
aren’t as interested in it as they used to be. 
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Senator Monronery. On that point may we say that that talk o 
irred lor or before the committee vot interested in it. We GFOot nite 
ested jn it because of the talk. 
Mr. Cotperr, Oh, ves, vour committee is just one of the things tl 
adds to the talk. I sav that without any criticism whatever but t 
fact is there are a lot of people today who are not interested in beco) 
hg automobile de ilers, so all we have done up to this point isannow 
by a letter which we put out almost a vear avo with which, as I say 
we have had no disagreement from our dealers, that in principle it 
sound for us to have four-way distribution some day but that is not 
oiling to be done hurriedly. it 1s not fFoOIng to be done overnight, it 
e to be done State by State, region by region, zone by zone, deal 
yy dealer. It will be examined in that wav before we make 2nv mov 
=O far we have sioned only maybe “a half a dozen Plymouth only dea 
rs but some dav if we live long enough and work hard enough and ar 
able to get the forces operating that we and our dealers know s! oul 


be in operation, we will have four-way distribution. 
}>] - 
I 
DeSoto and Dodge. 
] 


Senator Monroney. You will pull out t! 


] ] . . ‘] 
vmouth will have its own distribution the same as Chirvsle1 


ie Plymouth from the esta 
shments of Chrysler, Dodge, and DeSoto, won't you? There will b 
very few markets in the country where you could pull Plymouth o: 
anv one of those three and not have a little bit of headache on the » 
of the dealer losing his Plymouth volume. 

Mir. Conperr. That is true. 


] 


Senator Monronery. It is the sugar in the agency. 

Mr. Cotrerr. Yes, but vou have headaches 1 here vou have 
dealers selling Plymouths within a few hundred vards of each othe 
o ther 1] hendaches on hoth des, It i ry difficult thine te 


handle and we have ne ilusions that we ave e wne TO be x le to a 


ovel jolt. We do not intend to try to do it overnight. \}] wwe kno 
] 1 = fps] ally oul ra lo cet t| tut ioh done sone Way ly if ity } 
1s how SOOn We are Lol Yr TO et it cle ne Oo] WOo\ fx tC we are PPOC {| 
I would say we aren't proceeding very fast. The places that we hav 
clone it. We moved Ins or t cities and have done it by appointing ‘NIST 
hg dealers who had hoth lines to Plymouth oO ty and they }}inag 
gave up the second line 

Phat is what we plan to do as we go around and spread it. Thi 
may he eases come up from time tot me, however, wher we W 1] 1¢ 


a new dealer as a Plymouth-only dealer. It is a long, hard process, a 


eorrect one, Dut we have ho problem W th our denlers over it up to 


th Time becanse as I sav. Wwe told tl em at the time we made the a 
nouncement last summer it 1s voing to be something that will require 


? 


Lime We will take 1t zone by Zone. Practici Hy dealer hy dealer 


Senator Monroney. What is your policy toward stimulator deate: 


Mr. Coteerr. We don't have env : lator dealers If § undes 
stand this business of just putting In a dealer to unload a bunel 
T's = that what vou mean by SI mult yr! 

Senator Monroney. It isn’t that simple. Jt usually operates th 
wav but avbe vou have a town and asm iller town across the Vel 
from. it . 

Miavbe vou have a good dealer with an expensive showroon moO 
g le of the rivet vic e may not he vetting as much volume as his zon 


, ‘ 1 4 : ] 
manager thinks he ought to get so vou stimulate him by having 
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> 1 } ] 
fellow stimulates all right, but he vets most o1 


accord ng’ to our festhimons rolling Into the byleve kx hiarkKet 
Vir. COLBERT. If we put ma second dealer it would be heeny the 
rritorv needed a second dealer in our Judement. We would go 
rougi il] ol thie poli es and analyze ie li would hol e to tem 
ravily stimulate the first dealer or anvthing of that kind. It woul 
use Tn our mdementl we should have a second dealer im 1 re 
use of tl Vadlabilitv of business at this time 
sehATO! \Iop RONEY. But. for mstance, we find testltmonyv the ot! 
that they put ina Chevrolet ageneyv about 10 miles from Put 


\] ) it... Pa Town of ny. That was the population. 

Mr. CoLBEerT. I do not think we have any dealers in towns of 25. 

Mr. Jacosson. Jf you measure the potential of the point where the 
iealer is appointed, I think you would avoid that situation. 

Senator Monronery. Has the dealer any chance to sit down with you 
f as a successful dealer he has a big investment in his plant, he is 
( hryslers, we will say, which is the top of the line, and 15 
iles away in a very small town your local sales manager decided 


wanted to put another dealership in. Could he come and talk 
0 you fellows about it ? 

Mr. Jaconson. They have and the v do, and it is a question of sitting 
lown and talking to them. 

senator Ni NRONEY. Your company seems to by not too irge 

sten to the dealers once in a while. 

Mr. Jacopson. In some cases they agree we ought to have represen 

ion in that point if there is sufficient volume to justify a dealer in 

if point and in other cases we haven’t been able to convince then 

Senator Monroney. But the volume in that point would be the 

tter you would consider and not the fact that by putting 2 or 3 

dealers in that aren vou would be able to sell more cars regard 
ess of how they were sold. 

Mr. Jacozson. That is right. 

he important thing we consider is the potential of the area 
which the new dealer is appointed. 

Senator Monroney. In your contract you just do it on a matter of 
cood will and 2 od busine SS judgeme nt and eac h case kind of stands 
nits own. I guess there is no way to protect that in the contract 

Mr. Jacsson. That is right. 

Senator Monroney. Senator Potter. 

Senator Porrer. I think the only thing to say, Mr. Colbert, is this 
s one of the op portunitie s when we have many distinguished citizens 

f Michigan down here during the automobile hearings. I appreciate 
- fine objective statement you gave the committee and I am sure 
the committee will find it very he — in their consideration. There 
nas been a concern as you me ntioned, some peop le. because of the 

oftness of the automobile market at ee time. 

Now are you optimistic about the future, not only as a manufacturer 
of your products, but for your dealers, what cdo you feel about the 
future 4 

Are you optimistic about it—that things will improve? We know 
that January and February have been soft months in all lines, but 
[ would like to have your opinion about the future. 
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Mr. Coreert. Well, we are at the time of the year when historical]; 
the automobile dealers, the automobile manufacturers, and eve rybod 
having anything to do with the business if they are going to get 
the blues, they get the blues. There is snow on the territory, or it 
too cold or there is something wrong January, in February eac] 

year. I am very optimistic about the fut re of the industry and par 
tic ularly optimistic about Chrysler Corporation’s future. Weare ver) 
pleased that our precentage of the industry is still going up. 

That is the percent ige of retail sales. Incident: ally, this morning 
talking about this percentage of retail sales figures being pl: bed ba 


to us by the Government, I am corrected at neon that starting Jan 
ary 1 this year they play them back to us through the AMA instead of 
through the Government agency. That is just a technicality. The 


a ‘rnment used to play them back to us but now we get them throue 

AMA each 10 days, but our percentage of the industry figures 
ait gone up this year over what they were last year, and the first 10 
days in February we jumped up to 17.4 percent of the industry 
compared to 17.1 percent for the year 1955 and the second 10 days ot 
February we jumped up to 17.6 percent. So Tsay Iam not only enthu 
lastic ial confident as to the future for im automobile industry ‘us 
such but I am particularly enthusiastic about the spot that we in 
Chrysler Corp. are going to occupy in the industry. 

Senator Porrer. In other words. you feel that Chrysler is going to 
set a larger share of the market as time goes on. 

Mr. CoB RT. Thai is what we intend To do. That is what we are 
getting the manpower together to do. That is what we believe we 
can do and it is what we are going to do. 

Senator Porrer. And with the highly competitive industry such as 
we have in automobiles, the person who benefits from that is the 
consume! 

Thev get a better antomobile. 

Mr. Corrert. That is correct. 

Senator Porrer. Well, I am particularly pleased with your dealer 
management relationship that you cited mere. You apparently do 
take into consideration, to a great extent, the human factors and par 
ticularly where you have three different types of dealer management 
councils or conferences whatever they are called, and—the Chairma 
ean correct me if I am wrong—but I do nee think T recall any of vour 
dealers appearing before this committee citing any malpractices in the 
industry. 

Senator Mownroneyv. [I have found alone the rosd that they are 
usnally the victim of malpractices of other lines and hurt by t them. but 
incidentally, Mr. Colbert. when we finish vour testin nony we have a 
deposition here from one of your very satisfied dealers who h: appened 
to be in Washineton. who knew of our committee’s work, and since 
we were not in session and he asked to give a deposition. He isa man 
of foreien birth. He started as a mechanic. He worked his way up 
through many years in that service to owners ship of a Chrysler agency 

I think he has been with them for 25 years or more. Now he has 
practically given his business to his employees. That will be made a 
part of the record. 
~ Mr. Cotnent. Fine. 

ami Monronry. It will do your heart good to read the loyalty 
and the appreciation that this man has for the opportunity that this 


\ 


Le 
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as an immigrant has had to become a man of considerable wealt 
i mportance inh S community. 
COLBERT. Are you privileged to tell ~ who he ! ( \ 
tusto Wait until it 1s im the record / 
. ay oe ned ' 


4 


\ 


\lso present: David Bus! 


tor Monroney. It is coming. It will be here 
+ , . AY 7 
as quite ah interesting story. We 
] | ¢ ] 
n talking to another Meinber of the Senate and asked pe 


»\ 
to let us take iis deposit on because I houeht there i 
s wrong with the automobile industry, but one of the th 
n't Wrolrg Is the dealer reiatiol hip enjoyed { \ tj 
= John Schleifer, of Huntington Park, Cal 
| a ACOBSON, A hah of 65 with the vit | ty of a Wah OV 


| , 
SU Be VMIPTEI kexaiprr, DEPOSITION oO! JOHN SCHLEIFE! 


Fripay, Fepruary 24, 
i —_— «© \\ 


on, D. C., at 2:20 p. m., the Honorable Mike Monroney all 


subcommittee met In room 422, Senate Office Building, 


: : 1 
1 SUbcONn mM1ttee ) presiain Lie 


r« mit: Senator Monron tv. 
ry, Special counsel, Automobile Maa 


ictices Subcommittee. 
Senator Monroney. Mr. Schleifer, do you swear that the stat 
ire about to make shall be the truth, the whole truth, and no 
r truth, so help vou God ¢ 
\ SCHLEIFER. I do. 
senator MONRONEY. The record will show this Is a itement ( 
You just proceed in your own way to relate your exper 
youl feelings regarding the automobile distributio: 
seq, On your yie-time personal experience. Wi vill be Clad tO ive 


heus at least Once a month. sometimes twice a month. 


Our re ra, 


‘SSTIMONY OF JOHN SCHLEIFER, OF HUNTINGTON PARK, CALIF. 


pw) 


Sie. Scuuermrer. Iam John Schleifer, 5952 Pacific Boulevard, Tu 

oton Park, Calif. 

\ Senntor, of course, | can only testify as to the dealing | Ave 
x\U 7 »] a | Wa) 


1 \ OWh COMpanyv W itty Chrystie r Corp., and anvthine eC] 





} 1 
be Just rumor ¢ Pec 


v4 ramming to any other col poration would 
therefore, | say to you tihat at no time mn my 
they forced me or my company to take any extra cars Or, as a mat 
r of fact, told me how many cars I had to take. 

To explain to you the operation between myself and any oth 
rysler dealer and the corporation is the following: We usually ha 
it we call a district manager, which is located in Los Angeles visit 


He 1 the wan thi 


that takes the automobiles and sells the cars whole 


Y vears could J say 


I 


tle to the dealer, and before he comes, I sit together with my general 
anager and sales manager and analyze the need and the potential for 
r automobiles the following month, and suggestions for the numbe 
automobiles two months ahead. 
It has often happened that we order 45 cars a month, and maybe 


A 


he district manager does say, F 


ve 
‘Do vou think that is enough, John?’ 





162 AUTOMOBILE MARKETING PRACTICES 





Phen he might iv. “You know spring Is coming. You ought 
ive a pretty good stock, and I don't know, but it seems to me \ 
might need v lit le more o 


Lnd then IT just answer him, “Now, look, [am running this busin 
nad f fT need more, vou do not have to tell meso.” 
I order 45 cars and that isit. Thatis the end so far as the compar 


Is concerned, Ne¢ Vel ave t} ey told mie, Now vou had better take sor 
more, the factory would not be satisfied, or this or the other thing. 


In other words, I never felt they were using any methods—that ] 
must do certain thi Cs In my own orporation. By ordering and hiy 
ping, I have not ever re elved anvthing but what I ordered with tC! 
exception that thers might have been a mistake that a ear came th 

did not order, and I simply told them, I am not going to take 


[In other words, Mr. Senator, 1 cannot conscientiously say that t 
( rvsler factory ever made me do thi Oo I did not want to a 


{ 
oerced me inte something or made me feel that if I do not do thi 
t he oth ay ing th 1 | \ it] lose my franeh Se. [ could not say that. 
That is the relation between thi Chrysler Corp. and me as 
dealer. i Fol alol ov very well with them: but the trouble. vou kno 
us that we are this thing and also chiseling and saerifict 


mr profits, and we know and the country knows and the industry 
knows that General Motors overproduced. 
My 1) is hb i I (reneral Motors’ dealer. I know what happened 
| 


Nhe , Ile vot TOO Many cars, More Cars than the 1arket normally at 
orbed. and he had to dispose of them; and by doing so they sacrifice: 
We being next door just had to follow in order to maintain our po 
tion in the business, because we could not stay still, and so we also 
went on sacrificing our business because we were carried along in that 
momentum of chiseling, although I might say, so that you shoul 


know me better, that I havea standing in m\ community. 

ll] the service elnbs. I have been a Kiwanian for 
years; I am an honorary member of the Rotarians. IT am chairma 
of the board of the Salvation Army and the Young Men’s Christia 
Association board of directors for many years. 

I have conti buted co the Boy Scouts. and I am proud to say, Sena 
tor, that I am a respectable citizen of my community, and we have 
lwavs conducted our bu mess as ethica 1 as we could, although We 


are up against it now. 


\ . ° . as: 
I would sav this: You know that the automobile business is awful 
competitive. IT know from some of my dealer friends of Gener 


Motors, and the volume they did and the profit they made last year—it 


} athet Le 


Now in order again to state that [T have alwavs conducted my bus 
ness ethically. T would like to state that T have never in 32 years ha 
vear where IT lost money. Even during the war vears, when we d! 


not have automobiles to sell for 2 vears, T maintained the parts and a 


ervice division which is very efficient, and made a profit. So I have 
1 


no complaint so faras the Chrvsler factory Is concerned, 


They never Coe reed me to a PHN hing: the, never nace me do an 
thing I did not want to do. I have a high 


factory. I wish I could say that for the other companies. 


respect fo. miy ( hrysler 
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Coming back to general business, here is my opinion about th 

utomobile business, whi h has been a hobby of mine for half a cen 

ry 

Senator Monroney. You stated earlier that you had come up in it 

rough the service department : did vou not ¢ 

Mr. Scnueirer. That is right. I was a mechanic from 1918, and it 

oht interest you to know that Il am one of those men they eall 
foreigners. 

| came to this country close to 50 vears ago as a poor boy, and this 

intry has been pretty good to me, and I ont: my debts and my 

ge to my brother, and so on. 


It might also interest you—as I said, I have a good business—that 
gave my people half a million dollars as bonus in addition to re 
iuneration, because I feel | t does more good there than flving it to 


Government, and cadien the money around to the four corners 
f the world in general. 

I studied 13 countries 6 months. I went all through Africa and 
hrough South America, and LI studied the countries, and I love this 
ountry, and IL begin to wonder sometimes about that money we are 
pending. For instance, here is France, J do not wig $4 billion or 
<5 billion we oive them and so COmmINnE back to the business, I must 
onestly and sincerely say my relation with the Chrysler factory is a 

ent and respectful one, and I have always conduc ina my business 
o the best of my knowledge, and I have never had any complaint from 
he Chrysler factory. 

| have fortified myself so that I am all right. I gave my people 46 
percent of my business now—t6 or 48—and later mavbe I will give 
hem more. That is iny point, but the business is the lowest when I 
eft home. 

Of course we are paying the price now for the overproduction of 
ist vear, the forcing of the cars on these dealers, due to the fact that 
ind Tam reasonable when I say we overproduced a million and a half 

irs last vear which were sup posed to be sold last vear. I believe the 
next 6 months there will be more mortality in automobile dealers 
eoing broke, as I size it up, due to the fact that it is now just chiseling 
ind chiseling. 

Senator Monroney. Let me ask you here: The factories made 
noney on that extra million and a half, but did the dealers make 
money ¢ 

Mr. Scuierrer. No. 

Senator Monroney. They did not even make their normal profit 
on the other 5 or 6 million cars that were sold because of the competitive 
condition that was stimulated by this overproduction in the factories. 
Is that a correct statement ? 

Mr. Scuueirer. That is correct, Senator. 

Senator Monroney. And you had no problems with your line, but 
the fact that you were in competition with other lines that were in 
the madeap race for first place or first in price class damaged all of 
the dealers ? 

Mr. Scuierrer. That is correct, Senater. 

Senator Monroney. Would you care to tell us something about the 
extra long trades, the pack, the extra long stretch-out of terms? 

73438—56—pt. 1——-31 
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Mr. Scatrirer. I study these things, and I spend a lot of time an 


lyzing, and I know as the aie stands now, Senator, I believe, ther 
is $14 billion worth of automobile paper out right now. 


I would presume, and I am reasonably sure, among the $14 billio: 
that automobile dealers had, there is $3 billion where there is no equit\ 
VOL, due to the fact that it was customary last vear that they sald 
automobiles 10 percent down, 12 percent down, and 20 percent down 
new cars. 

In other words, they sold new automobiles about $200, oo S101 
$500 above invoice just on the paper. In other words, if an auto 
mobile cost $2,800, when you get to sell it, the sale on oe amounted 
to $3.200 or $3.600 for 42 months 

‘| hat also was more or less the General Motors’ doing. to stretch thy 
payments in order to get rid of more automobiles because it wasn’t 
question ot selling them. 

Senator Monroney. They did not cost General Motors anything bi 
cause the dealer was the one whose name was guaranteeing the paper. 
no matter how long the terms or how bad the risk: is that not correct ¢ 

Mr. Scuueirer. That is correct. May I further state that, of course. 
[ want to mention my own operation. We have a fixed way of operat 
ing. We charge for a new car 6 percent, and all used cars 7 percent 
financing. ‘J hat is a fixed operation. 

It matters not if a man is intelligent, if he knows enough about it or 
if he does not know enough about it; but it is customary in the business 
to size a man up and charge him according to his intelligence. 


If he does not know very much about it, they charge him anywhere 
from 8 or 9 percent. In othe r words, they charge anything they can 
cet out of him and make al out 200 extra on financing, due to the fact 


~s 
1? 


that the car they are selling is at invoice, and that is the only profit they 
make the financing. That isthe fact. 

senato! \MLONRONEY. \ ou have had experience also with dealers using 
the pau k in that it reflected the trade-in of the old car é 

Mr. Scuurirer. That is correct. 


Senator Monroney. Does that damage the morality of the auto 


Mr. Scuueirer. I should say so. I never believed in it. but may I 


ay. Mr. Senator. some of those things we as individuals have to go 
] 
along with, we cannot separate ourselves. 

That is the eustomarv wavy to do it. I was always opposed to it be 
cause it is today the factory makes a suggestive price, and then the 
(y ie] Motors cit ile} + started to pack i and we cannot make 1] 
exception. We just have to follow the others, because it isa misleading 
th no 


| ey go thead and add S300 on the price. and they ocive the dealer 


! re for his old ae are still ahead. 

It is unethical all the way through, and it is a shameful thing that 
the business has to b ae on that way; but again, Senator, the 
whole thing points out it is Just overproduction and overdelivers 


from the fa ‘tory, a d there is the automobile dealer, he has vot every 
thing he has in his “life. $100,000, he has got invested in that business; 
and there is alw: ays the fear something might happen if he does not 


sell enough cars, that the factory will put another dealer in the next 
2 or 3 blocks from where he is. and he loses eve rything he has. 


Nel @) there is always this fear that he had 
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better oo ahe 


mad, at ieast 


ve make a living, if we do not make any money. ‘That is the condition. 

Senator Monroney. Dealers, particularly of Ford and General Mo 
tors. are In a rather risky spot to protest for fear of antagonizin: 
the factory representative in their area, is that neht ¢ 


Mr. ScHLEIFER. I believe so. 

Senator Monroney. You have not had that experience? 

Mr. Scuieirer. No, again | say our people are very fair. 
pl 2 to the facts, the fac tory made oy percent on t 
volume, $4 billion. General Motors made about—that is afte) 
[think 10 0r 12 and Ford made about 8 or 9, 

Do you not see there is some thing’ wrong between these companies, 
and our company Is just as eflicient und we prod 
ear as the rest of them / 

But there is something wrong down the line in operating. Our fa 
tory, ] believe, if they used the methods that are used, could CO ahead 
and produ ‘e better than 2OO.000 or 300,000 cars, but my experience Is 
that they do not forcea person to do this 

Senator Monroney. Of course, Chrysler would not be quite 
position to force because they have a smaller amount of prod 
as well. Give them credit for their policies. 

Mr. Scuierirer. Eighteen percent; yes. 

Senator Monroney. That the domination of the other two corpora 


TIO?! 


Our peo 
| 


me 
Le 


li eros: 


taxes 


9 accord 


uce Just as good quality 


In a 


iction 


Mr. Scuurirer. Let me put it the other way, Senator: Cl 
id an 18-percent reduction last year because they are 
? : ] ) 
erative and will not coerce the dealers. 
If they had done that, they would have had 2 or 3 
id roduced more Cars and shove d more Cars dow nh thi 
throats Phat what I think. 
Senator Monronry. Whatever bad pract 


rysler h iS 


more coop 
i 


percent more 
dealers 


il il 


eS develop, aS fh Fe 


the « ympetitive race evel tually, are as much a problem of Chryslei 
lealers, only their factory does not oerce ind use other methods t 
then to take more cars, but you fj lly becom the v tim of 
bootlegging and wheeling and dealing busi because you are forced 
to doit to stay in busi s that correct / 
Mir. Scuterren. Ao far as bootlegging is concerned; Tt hey 
Y 1] the sa Stt ind I have nothing to savy for or aga t ou 
people, beea I think they are in tl position f is boot 
’ ‘ } | | ha ( PPTL SOME CHI eome out WW from } { | I 
| ) eve our ner 1)! ( 4 | d We) dy i? to Op I thi 
1 oO! Lpar. Out ma e not ly ( ive not ] od 1 
I } Oo} ] ilt ou vou th PE ] a | \ 
Nn) fand make SoU) oO} Nie) to make | }1 hit to nr westel dealer { 
they go ahead and sell 10 or 15 cars. 
Senator Monroney. Where do these bootleg car in Califor 1 con 
from ¢ 


We have about three auctions, at | there one 
auction which I have attended quite a few times. 


ry) 1 ‘ ol > % —— . } 
Phe i] fron Tie east I Would iV Vol ( (| 


SCHLEIFER. 


are A lot ot new « j 


find t hye re every week Cre neral \lotors products, ibout ) | ra 
products, and maybe 6 Chrysler products 
That is the bivvest auction we have out there 1n Monterey, ind I 


AC] +} , l- } 20) : 1 401 \7 new e9 endu | 
presume they sel] a week petweeh oVVU an tUU cars, new cars and usec 
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cars and all kinds on that one auction alone, if you please. They a 
all eastern cars brought out. 

Senator Monronry. What percentage of that would be new cat 

Mr. Scuuerrer. I think about 90, I presume, of the 350 cars. 

Senator Monroney. Between one-third and one-fourth of the tots 
sales you think are bootlegged new cars? 

Mr. Scuietrer. That is correct. 

Senator Monroney. Most of those come from the East. Would 
not be logical to assume that most of them come from Detroit ? 

Mr. Scuteirer. I would say quite a bit come from Loraine Cou 
tv—Detroit is located in Loraine County—and Illinois and Ohi 
Midwestern States. 

Senator MONRONEY. Where they have a freight advantage over vou ? 

Mr. Scuuetrer. Yes. 

Senator Monroney. Did Chrysler make the same reductions 
freight charges to the west coast that General Motors did ? 

Mr. Scrunerrer. They did. They all fell along the same line. Ye 
have touched something there—I do not know whether vou want to 


4 


look into it—but we are at a little disadvantage for the simple reason 
that we only have one factory, and that is California. Anything else 
has got to come from the East, but you take General Motors and Ford. 
where they have got their factories in every State 

Senator Monronrey. What Chrysler factory do you have out there 

Mr. Scruemrr. We have a Chrysler-Plymouth factory in Los An- 
geles, which produces 100 to 500 cars a day. That is the only assembly 
plant we have, and we have one in Evansville, Ind. 

Phat is the only assembly plant we have: and, therefore, we are at a 
little disadvantage on the freight due to the fact that most of the stuff 
comes from Detroit, and they charge that freight but I cannot see, Sen- 
ator, whereby General Motors and Ford—Ford, for instance, has it in 
California—has three assembly plants. I think General Motors has 
three assembly plants. I cannot see why they should go ahead and 
charge Detroit prices if they take that car and deliver it 10 miles. It 
costs them $10. Why should they charge the freight / 

I think that is an injustice not only to the dealer but also to the pul 
lic as a whole, because the dealer in turn charges the freight against 
the public. 

Senator Monroney. The public finally has to pay é 

Mr. Scuterrer. That is correct. 

Senator Monroney. It is about $148 on a Ford car, is it not? 

Mr. Scuurirer. That is correct. Why the automobile dealer should 
be in the railroad prolit business, I do hot know. Maybe that is you 
business to find out why. 

Senator Monroney. One of the strange things is that although ver 
few automobiles go by rail shipment. the freight charged against th 
dealers to pass on to the customers has gone up as the rail charges hav 
increased when the cars were not even moving by rail and many 01 
them delivered right in California adjacent to the factory. 

Mr. Scutrirer. That is right. Asa matter of fact, we get all of om 
cars by western transport from Detroit. 

Senator Monroney. Did you have anything further ? 

Mr. Scuurirer. That is about all. 

Senator Monroney. You have been very helpful to our committee 
We appreciate your broad base of experience that you have, and one 
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‘the things we fear the most is that some of the things that are hap 
ening in the automobile distributing industry today make it so rough 
t the experienced dealers will leave the field and that it will perhaps 
nherited by either supermarkets or eventually chain operations 
il] in turn de SETOY the free inde ‘pen dent busine ssmen Who have 

ide the automobile industry as great as it Is. 

We thank vou very much for your kindness in giving the committee 

benefit of your views. 

Senator Payne. I just want to make one observation here because 
big business, as such, and certainly Chrysler Corp., as big business, 
s oftentimes criticized, and I think criticized unjustly as having no 

‘art or no warmth or anything else, and being a pretty cold-blooded 
operation, seeking only one end, and I just ask the counsel of the 

ommittee a question because I haven’t had a chance to go over all 
of wil things, and I just wondered if the information he gave me is 
correct, I just want to say that he has stated to me as a direct answer 
to my ages that he cannot recall in all of the correspondence that 
we have had, and the contracts that we have had made by dealers in 

nnection with this particular study, a single person who represents 
our company in the dealer field who has ever indicated that undue 
pressure of any type has been exercised against him in the operation 
of his business. 

There may have been disagreements about different factors but as 
far as pressure itself is concerned, there was no indication of it, and 
I think it is a high tribute to both you, Mr. President, and the mem- 
bers of your company that take that sort of attitude toward your 
dealer relationship. 

Mr. Cotpert. Thank you, sir. 

Senator Monroney. I want to ask about a few pieces of legislation. 
Y ou testified earlier this morning about the permissive antibootlegging 
bill. That is one that would allow the factories to cancel the dealer out 
n the event he, the franchised dealer, sold cars to an unauthorized 
person for resale. I believe you testified that you thought that would 
be of little value and would not reach the major source of the boot- 
legging; is that correct ? 

Mr. Corserr. That is correct, sir, I wouldn’t favor that. 

Senator Monronery. There is another bill in the House by Congress- 
man Williams of Mississippi, which would require a triple damage 
suit, a dealer would be allowed to file a triple damage suit against 
the corporation which knowingly sold cars to a dealer for resale to 
unauthorized persons. I wonder if you have given any study to that, 
or if your counsel has. 

Mr. Cotserr. I wouldn’t favor that bill, either. 

Mr. Smiru. I am familiar with the bill, Senator, and as I see it, 
the great difficulty would be in any kind of judgement in the par- 

ticular case of what is and what is not knowingly, and all that kind 
of thing. 

If the dealers want treble damage actions, maybe it should be 
against the dealer who sold the car into the bootleg channels because 
we have no way of knowing what the dealer will do with an auto 
mobile once it is sold. It is his car. 
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Senator Monroney. It would mean more control if you tried to pe 
lies t | it 2 ; 

Mr. Smirn. 7] s right. 

Senator Monroney. In the second place it would be almost 
Yt) to pre { { e factory know oly ld the car in tl} 
el 

Mr Smitn. That is right; t of proof 

Senator Monronery. But ould you to a number of ! 

v4 ; | oO) yw thy 4 mtry ‘ 1 ¥ ’ } } t hye ( ; 

do no { thout ave ad1ing the bootl roring. We vet into | d ff 
u rea there. That tbout the only reason why we are talk ne 
ome ter? bout t ell! the dent iio? of the car a by 

ne ] t vive the ce } 1 mere } and Sl] Yr weapon, really, I 

t the co er with what he is buying for his $3,000.” 

Are you fat with the territorial security bills or the area of 
service respon bility, I think they are technically ealled, in the 


House? 

Mr. Smitrn. Yes. 

Senator MONRrONEY. What would you say about those ? 

Mr. SMITH. | t] 1] lk we fee] th iT We have lived with te rritorial 2A. 
cnrity clauses, so-called. We have gotten along with them all right 
We think we are getting along without them, We would go either 


NlinkK We alt Ng 
way on that. 
Sen ator MONRONE y. You have no firm feeling one way or the other? 
Mr. Cotrerr. I think that is correct. F 
Sen vator set NeY. There are 5 bills pending in the House on ter 
ritorial security, 5 on per ee ne and 1 on phantom freight by Con 
eressman Hinshaw, and I be vou have testified rather completely 
on the phantom freisht aces The committee is considering an 
omnibus bill which we have under draft and we are also considering 
another approach to it, a three-way bill, one which would require the 
ly of actual freight inbound and outbound as a freight 


charging oniy 
component on the car. I believe you testified rather adamantly as to 


that. 

The other is the provision for the labeling w 

Mr. Cotrerr. Yes, sir 

Senator BIONRON] y. The third provision is to trv to legislate in 
the field of contr: . ts, which I must a is a most difficult area for 
leoislation to reach and still iry to retain as much free ente rprise aT 
hum: anly . le to do. One of the ap proaches, and it is just under 
that it shall be an unfair pra ctice In commerce for any 
contracts with dealers 
and obhiea 


hich you testified to. 


discussion 
seatinieatte etecar to offer or require 
if (1) such agreements do not define the rights, duties, 


tions of both dealers and manufacturers with such a degree of cer- 
tainty as to the nature and extent of his rights, duties, and obligations. 


That is the first contingent, the rights and duti 
nll and then we can come back and take 


Do you want me to read it 
it section by section 2 

Mr. Cotserr. Whichever you prefer. 

Senator Monroney. (2) If the term of such agreement is unreason- 


ablv short. taking into account the nature and extent of the dealer’s 
., ] 


es and the capital investment required. 
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7) If ea ol ition are } ) ay 
If such agreement does not provide for th ttlement of 
on : ; ; ; 
between Tactories and dealers by arbitratio 
Ih ovel it theory Ot the bil] iS TO requ re t | C¢ 1 it rye 
enough that, if breached by either party, there ean be a fair and 
partial tribunal, a day in court, and also to eliminate contract 
f unreasonably short duration, in view of the investment. 
fo go back for your benefit: (1) It would be an unfair practice 1 
mmerce under the Federal rade Act 1f a manufacturer had agree 
ent which do not define the rights. duties, and obl eations of both 


rsand manufacturers in carrying out that contract. 
vased on the sections you have read there, it 


t rte 
Mr. Conpertr. I think, 
<ounds to me. Mr. Chairman, as if you had a bill hke that you would 


uly be legislating the relationship between the parties. I would be 


ivainst any such bill. 

Senator Monroney. I noticed in your testimony you had gone from 
number of requirements to the fewer and find that that has e@iven 
ibilitv that works really better for the dealer than if you 





ou a fle 
tried to flyspeck it with a thousand different conditions. 

Mr. Connerr. That is right. We are confident that is right. We 
have experienced it and seen it work, 

Senator Monroney. Aside from this specific approach, there is un- 
eregomege considerable consideration among dealers throughout the 
ountry on a simple good-faith performance of a contract to where if 

mld prohibit what could be referred to as a yellow dog contract 
vith labor, where the dealer, in signing the contract, could not waive 
e good faith essence of the contract, even though he had signed the 


TT 
if 


ontract with exemptions in it. 

Do I make myself clear / 

Vir. SMITIT. No, sir, We have ho such waiver clause In our agree- 
lent. There is no fine print. [t is good, big, easily read type. 

Senator Monroney. Of course you can terminate without cause; 


ant you 

Mr. Smirn. We don’t. It reads: “Either party may terminate the 
igreement upon 90 days’ notice to the other.” 

Senator Monroney. Well, in signing the contract, he has practi ally 
could not perhaps get a judgment, 


Ven away his chance, not that he 


ne has Miven away his chance, has he not, to 


eo into court for 


famaves that he might utter from a le asehold of 10 vears’ duration. 
5 vears’ duration, made at the approval of the factory or at the 


/ 


foryv urging ! 
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Mr. Conserr. No: he doesn’t give away any rights. We get s 
under our contracts. We win some and lose some. 

Senator Monroney. The dealer doesn’t waive any rights on y« 
contracts 4 

Mr. Smirn. No: we just lost one not so long ago. If our deak 
wanted the words “with cause” inserted in there, we would certair 
take a look at that. 

Senator Monroney. Your contracts do not carry that which I thir 
GM carry—I don’t know whether Ford carries it——to the satisfactio1 
ot the seller / 

Mr. Cotperr. We struck that out in 1938 

Senator Payne. Your dealer terminations last year were less t! 
one-half percent of the total dealers? 

Mr. Cotperr. It is much less than that. It is 36 out of 9,500. 

Senator Monroney. It isa rather stable business, indeed. 

Senator Porrer. Does that Include the terminations that are 
itiated by the dealer ? 

Mr. Jaconson. No: that is your terminations. 

Senator Monronety. You have considerably more than that. 1] 
imagine ¢ 

Mr. Jaconson. Oh, yes. 

Senator Monroney. I imagine there is a bigger turnover ? 

Mr. Jacopson. Yes. 

Senator Monronry. Now we have a few questions we have been ask 
ing all our manufacturers which ny in. We started with Mr. Ron 
ney and we would like to ask you: 1. What is the policy of your cor 
por ition regarding the owne rship = its officers of le eal or bene ‘ficial 
interest in independent corporations supplying automobile dealer 
your franchised dealers, with goods or services? 

Mr. Conpert. As far as I know. none of our officers has any sucl 
ownership. 

Senator Monroney. You know of none. 

Ze W hat is the pole v of your corpor ation regi arding the owne rship 
of its officers of legal or beneficial interests in deale ‘rships franchised 
by your corporation 

Mr. Coteerr. As far as I know, none of our officers has an interest 
in franchised dealerships. 

Senator Monroney. The only thing there is the parent company, 
financing partnerships to get a young man started in an agency‘ 

Mr. Cournerr. That is the dealer enterprise setup. 

Senator Monroney. But that is a part of your regular corporation 

Mr. Corzerr. Yes. we have about 50 of those now. I testified thi 
morning the only company we own outright is the Chrysler New York 
Co.. but someone corrected me at lunch that 4 or 5 of those dealer enter 
prises We have bought out and we are sole owner of those enterprises. 
but that is only tempor irv until we get somebody else in there. 

Senator Monroney. 3. What is the policy of your corporation to 
ward the financing of de alerships ? 

I think you went into that earlier. 

Mr. Couirnerr. Yes: we covered that. 

Senator MONRONE y. It isa well-established pli in for up to a ») pe reent 
of the capital investment with a contract to buy out the corporation’s 
interest as the earnings of the company improve > is that right ? 


; 
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Mir. Conperr. Yes: we have acquired 100 percent of 4 or 5 of the 
ause the fellow didn’t turn out to be successful and we bought out 
YO percent interest, but we want to turn that over to son ebody else. 

Senator Monroney. I think this is duplication. Does any officer on 
employee of your company, to your knowledge, own any legal on 
eneficial interest to a company which supplies your franchised deal 
rs W ith eoods Or sery ices / 

Mr. Conserr. Not that I know of. 

Senator Monroney. Do any of your officers or employees or mem 
ers of their famihes own an interest in any dealership 

Mr. Cotperr. Any relative ¢ 

Senator MONRONEY. Any relative of an ollicer or Hnportant tal 
ninistrative employee. 

Mir. SMiru. What is the point inth i saan Sir é 

senator Mownroney. ‘The point of the ques ti0h Is that there are a 
number of reports in the testimony and in information that has come 
o the committee, that officers of the corporations are alleged to be 

quiring dealerships ana that some dealerships have been terminated 
D\ the factory in order to benefit a potential ownership of that by 

he zone managers or the sales managers, 

Mr. Cotnerr. The answer to that is “No,” but technically we do 

ive some SOTS and in laws of corporation officers who owl) dealet 
hips but not for that purpose at all. 

\Ir. J ACOBSON,. But the oflicers or the corporation people do not 
have their money in it. 

Mr. Connerr. I do not know anything about it, but T know not for 
(ny such purposes as he is thinking about. Kor that purpose the 
inswer is “No,” 

Senator Monronery. There is no big multiple ownerships of fran 
chises ? 

Mr. Conrerr. No. 

Senator Monroney. That is another thing important in this study. 

Mr. Corpserr. I can think of 2 or 3 cases where a son-in-law and son 
own a dealership, but not for such purpose. There is only one dealer 

hip in each ease. 

Senator Monroney. Is there any preferred treatment given them 
onthe shipment of ears ¢ 

Mr. Corpert. No. 

Senator Monroney. They just fall in line with the others. 

Mr. Cotsertr. That is right. 

Senator Monroney. 7. What is the policy of your corporation re- 
garding the giving of gifts to district ane managers by dealers en- 
franchised by your corporation? We have had testimony here earlier 
that palomino. horses and silver saddles were given to incoming or 
outgoing zone or sales managers, and grand pianos and diamond rings 
and things of that kind. Do you permit local managers to accept such 
cifts? 

Mr. Cotrnert. No, sir: we do not. 

We specifically instruct our zone managers, regional managers, not 
to accept gifts. We do not think we have any violations of it of any 
importance. I do not know of any. 
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Senator Monronry. What is the policy of your corporation regat 


tor poh itical contributions from fr: unchise 


ing solicitation of funds f 


dealers ¢ 

Mr. Corzerr. We do not solicit contributions from our franchi 
dealers for political purposes. 

Senator Monronry. And you would so not permit it? 

Mr. Cotzerr. No, sit 

Senator Monroney. Has any official of your corporation ever e: 
gaged in the solicitation of political contributions from franchisi 
dealers to your knowledge ? 

Mr. Cotpert, Not that I know of. 

Senator Monroney. Fine. 

Those are just some standard questions that have been asked 
other manufacturers. 

Do you have any further questions ? 

Senator Payne. No questions. 

Senator Monroney. Senator Potter. 

Senator Potrer. No questions. 

Senator Monroney. Mr. Colbert, we sincerely thank you for being 

helpful to the committee and giving us so much of your time. 

We will find the testimony and experience you have related to us 
helpful to us in our deliberations. We deeply appreciate your at 
tendance. 

Mr. Corzert. I want to thank you, Mr. Chairman, you, Senato1 
Potter, you, Senator Payne, and you, Mr. Busby for the cooperatior 
you have given us. 

Senator Monroney. Our appreciation, also, goes to your able as- 
sistants who have been here and participated with you. 

Mr. Corsert. Thank you. 

(Whereupon, at 4 p. m., the committee adjourned.) 
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TUESDAY, MARCH 6, 1956 


Unitrep States SENATE, 
CoMMITTEE ON INTERSTATE AND Foreign ComMERCE. 
SUBCOMMITTER ON AUTOMOBILE MARKETING PRACTICES. 
W as } ington, oe ( 

The subcommittee met, pursuant to recess, at 10 a. m., in room G-16. 
the Capitol, Senator A. S. Mike Monroney, chairman, presiding. 

Present: Senators Monroney, Potter and Payne. 

Senator Monroney. The Subcommittee on Automobile Marketir oO 
f the Interstate and Foreion Commerce Committee will be in order 

Today we are having statements and testimony from Members of 
he Senate and Members of the House. We are honored today to 
have with us our distinguished colleague on the full committee, the 
parent committee of this group, the distinguished senior Senator from 
Maryland, Senator Butler. 

We have Congressman Younger and Congressman Rogers, and 
others will be heard later. As I understand it, Mr. Younger has an 
ippointment and he has arranged with Senator Butler to yield to 
im at this time. So we will be very happy to have you make your 
statement, Congressman Younger. Would you state your name for 
the record, sir. 


1 


STATEMENT OF J. ARTHUR YOUNGER, REPRESENTATIVE IN CON- 
GRESS FROM THE NINTH DISTRICT, STATE OF CALIFORNIA 


Mr. Youncer. Thank you. 
Gentlemen of the Subcommittee on Automobile Marketing Practices: 


t 


my name is J. Arthur Younger, Representative from the 9th District 
in California. 

The franchise automobile dealers in northern California and i1 
ill the Western States have suffered greatly from the so-called phanton 
freight, exacted by the automobile manufacturers. This practice has 


been the root of many other ills which beset the franchise dealer 


¢ 
if 


ul 


the most important being the bootleg car competition from nonfrat 
chised dealers who offer new cars for as much as $1,200 lower than the 
franchise dealer can sell for. 

I want to offer as an exhibit here an ad in the Palo Alto Times of 
February 25, 1956: 

Look ’em all over, see the 1956 autos, then come to the new gigantic Davy 
Jones: 300 1956 new model cars, all makes, all models, save up to $1,200 on 1956 
autos, never driven, never registered, not used, trucked from East l‘ords 
Chevrolets, Buicks, Mercurys, Oldsmobiles, Pontiacs, Dodges. 
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LOOK ‘EM ALL OVER 
ate 1956 AUTOS 


then come fo... 


THE NEW GIGANTIC... 


_ DAVY JONES 


Car Lof in Miltbrae! 
300 . . . 1956 NEW MODEL CARS 
ALL MAKES-- ALL MODHS 


SAVE $1200” 


on 1956 AUTOS 















FORDS - CHEVROLETS - BUICKS - MERC 
OLDSMOBILES PONTIACS . sone 





OPEN all day 


SUNDAY 


AUTO SHOW 
EVERY DAY, 
ALL DAY!!... 


DAVY JONES 


425 El Camino Real OX 7-4247 MILLBRAE OPEN SUNDAY 













1956. 
/ SHOW ; 
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That iS the kind of competition our peopl on the coast are Up th 
| of the time. 

Senator Monroney. It is usually referred to in the trade as blitz 
lvertising, isn’t it, with those fantastic claims ¢ 

Mr. Youncer. That is right. 

Senator Monroney. How many of those cars do you really think 
ere brought in by truck ¢ 

Mr. YouncGer. Probably 50 percent of them are brought that way, 
ind the rest of them driven and towed with the speedometers discon 


] 


' 


nected. ‘Those nontranchised dealers aimMtain no service Facihitie 


} 


idd nothing to the community in the way of a tax base, are free to 
rapl Ls move from one location to another, and to specialize on what 
e\ rcar is most popular at the moment. Iw ish to ntroduce two bulle 

ns from the Northern California Motor Car Dealers Association, 
Ff 4 which shows where new cars are being reoistered I Mic] ean 
out of all proportion to the number of cars in use. These bulletins are 

ted August 1953, and August 20, 1954. 

[ also wish to introduce a statement on bootlegging by the San Fran 

0 Motor Car Dealers Association and the Northern California 
Motor Car Dealers Association. 
The franchised automobile dealers have been a bie factor in the sale 
nd distribution of cars in this country. They are one of our best 
representative groups of small-business men, illustrative of our com 
petitive individual enterprise system. ‘They should be protected by the 
‘imination of phantom freiaht, uniform national pricing to dealers, 
i territorial service adjustment, and a realistic sales contract outlining 
responsibilities of manufacturers and dealers alike. 

Your committee will be rendering a real service if you can bring 
t] ese obje ‘tives into being. 

Senator Monroney. Thank vou very much, Congressman Younger 
for your interest. The matters that you have outlined as being the 
principal troubles in the automotive industry are those that we are 
finding in our study of this case. We hope we can get some legislation 
that will help to eliminate many of these things. 

Mr. Youncer. Thank you. 

Senator Monroney. We appreciate your appearing before us. 

Mr. Youncer. Thank you. 

Senator Monroney. The exhibits referred to will be insé rted. 

(The exhibits are as follows:) 

NORTHERN CALIFORNIA Moron CAR DEALERS ASSOCIATION, INGC., 
Nan Francisco 9, Calif., August 6, 195 
Bulletin No. 17-53 
To: All members 


Subject : Automobile marke California versus Michigan 

In our last bulletin reference was made to a study of the increasing numbet 
f automobiles coming into the California market from eastern areas 

The DeSoto Dealers Association of northern California has come up with some 
interesting Statistics on the subject Conclusions are based on the number of 
cars in use as of July 1, 1952, and latest available new-car registrations, May 
1953 These two factors covering the States of California and Michigan were 


compared and covered all makes of passenger Cars 


I erample, as of July 1, 1952, total cars in use in California numbered 
SILO and in Michigan 2,040,966—a grand total of 6,324,686, of which 67.7 


y 


percent were in California and 32.3 percent in Michigan 
Vew car registrations for the month of May 1953, for the tivo States, numbered 
SO af 14.6 percent in California, 55.4 percent in Michigan. [Italie added 
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Registrations and sales compared in California and Michigan, by makes—Toi 
registration figures for July 1, 1952—Sales compared for May 1953 


1 Sold Total 
I \ new 
Total 1 t, total, an nd | Percent of | | 
, I tratio re S re M lu ¢ 1 
t tered | tered = 
Vi ) t 1 ir I re t 
Mict ( Michig Michi-) Cali 
1 1 in fornl 
2 iy ( ) Michi- ¢ l i Michi- ¢ M ( 
n iM Ma ga forni gan 
1 > ; 
I s fi ; sf ( 19 
} t } 2 1. 608 1.3 146. 4 
1 20.8 1 8 1.8 48. 2 200.8 
15, 444 8,504 { 1,04 ) ( { 1s 
44 } ‘ 2 5 } t 1, SUS t x Y 
x 8 1 63.6 13 R38 14 
) { 66.8 9 72 & 2 9 { y 1 
é 2 t V2 < 8.5 1 2 l 12.9 ‘ 
( 14 RS. SON { 4 1233 } 18.6 1.4 2 
+ s s 7 , tt ’ 8S, Ube i 58 } 4 ¢ 
162 HSS 1) 0.9 i 
41] 44 2 } 14 ) j % 
§ s 61.8 62 { 8.9 1 
s } s 1 40.9 
s S 2 154 s { ) 
- 22 -- ‘ ‘ t 
‘ Z +4 s ut 4 14 
te ne 
\ ( t 1 t t now exi 
\ y f 
\ 
( K M 1953 was 18,634 


NORTHERN CALIFORNIA MOTOR CAR DEALERS ASSOCIATION, IN«¢ 
SAN FRANCISCO, CALIF., August 20, 1954 
Bulletin No, 28—54 
ro: All members 
Subject : New car market—California versus Michigan. 

Prompted by the ever increasing flow of new and late model used ears into the 
Rocky Mountain and Pacific Coast States, an analysis of the markets of Califor 
nia and Mhichigan as made a year ago. That analysis covered sales (new ¢ 
egistrations) for the month of May 1953 only. Those sales were related to t) 
number of cars in use as of July 1, 1952 

From the 1954 edition of the Automotive News Almanac we have expanded 
and brought the analysis up to date through 1953, using the latest available 
igures which, on the basis of sales, cover the entire year of 1953 and ears it 
ise as of July 1, 1953 

Che principal arg ent is based on the number of cars in use versus sales, It 
s shown that there is a definite relationship between these two factors in the 
various States of the Nation 

Total new car registrations in the Nation for the entire year of 1953 were 

to 13.60 percent of cars in use on July 1, 1953. As shown on page 1 of 
the analysis, where all States are ranked on this basis, the State of Michigan 
heads the list with 1953 sales being 19.48 percent of cars in use. 

The very lowest on the list are the six Western States—California with 10.44 
percent being included 

Page 2 shows a comparison of the 10 Western States and the 10 largest States 
hoth groups excluding California, on the same basis of percentage of sales to 
cars in use. Note that the 10 largest States show an average of 15.16 percent 
ompared with the Western States average of 10.39 percent, and a national 

verage of 13.60 percent 

Pag 3 and 4 disclose the ratio of the percentage of registrations to cars in 

use. For example, California with 10.28 percent of the cars in use, nationally 
had but 7.89 percent of the national sales resulting in a ratio of 76.7 percent 


| t 
“My t 1} 
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chigan with 5.16 percent of cars in use, had 7.88 percent of the sales or a ratio 
145.0 percent. 

Che situation is more vividly depicted on page 5 where the experience is pin 
inted by makes between California and Michigan. This shows but one line iz 
lifornia where the 1953 performance is better than the national average 
California’s 10.44 percent and Michigan’s 19.48 percent (sales to Gars in use 
ows a ratio of 186.1 percent in favor of Michigan. On this basis notice the tive 
ikes that are over 200 percent: 


Per 
Cadillac 268. 6 

ekard ; 24). 0 

DeSoto O42 J 
(‘hrysler 240. 1 

i . 1 999 & 
i DUILCK aaa. Oo 


Page 6 shows a summary of California and Michigan. Note that between the 
States, California had 66.5 percent of the cars in use and Michigan 33.5 percent 
lifornia had 51.6 percent of new car registrations and Michigan 48.4 pe t in 


} 
t in California and 144.5 


93 The ratio of ‘stock to sales” being 77.6 percen 
cent in Michigan. 
Hiad California sales been equal to the percentage of cars in use between the: 
ites (66.5 percent) there would have been 181,380 more units sold 
Had California sales been equal to the national average of 13.60 percent of cars 
ise instead of 10.44 percent, there would have been 137,197 additional sales 
Automotive News Almanae reports that as of March 1, 1954, there were 2,400 
nchised new car dealers in California—approximately 28 percent more than 
Michigan, The lost business last quoted above, then, would be equal to 57 
w units per California dealer in 1953 
These new car statistics do not reflect the number of used cars which flow into 
California from other areas. Sampling studies indicate that this used ear prob 
may be as detrimental to our market as is so-called new car bootlegging, both 
ie to the price differential between the lower freight rate areas and that of t 


e 
her western areas. 
Your suggestions, comments or questions are encouraged and additional copie 
his analysis are available. 
Yours sincerely, 
AMOS T. CROWL, AJanaqe) 
Percentage of new registrations to cars in use 
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to 1952, inclusive, a time of car shortage, an average of 170,000 cars a year ws 
brought into California The rate in 1953 was 411,000 cars per year 
franchised dealer organization can long cope with such a situation; dealer inve 
nents are endangered manufacturers’ distribution is endangered, and disas 
faces both 

lo summarize, California dealers are being deprived of a quarter of the 
logical volume, due to bootlegging or the ability to move a car from a 
freight area to California’s high freight area and to do so at a profit. This 
not a California matter only, as an identical situation prevails all throug 
the western part of the country—straight across the South and Middle South, ar 
along the eastern seaboard. in fact, it is in varying degrees universal. 

Bootlegging is legal, as far as our association knows; it is not contrary to ar 
written selling agreement: the buyer breaks no existing law in securing an aut 
mobile where he can purchase to advantage; transporting it by any means ly 
chooses to a point of sale; then selling it at any price and on any terms. 

These associations recognize that where a manufacturer has an asseml 
plant there is a profit of a substantial amount in the present procedure of cha 
ing a dealer carload lot freight on an automobile from the main factory locutio 


to t] issembly plant or point of delivery, even though the car in question w 


not shipped as an assembled whoie It should be made very clear here 1 
no dealer asks his factory to give up that profit, nor do these associations. O 
the contrary, they want it retained by the factory; manufacturers must profit 
so must the dealer. 

Ifow prevalent is bootlegging? Is it nationwide. It is close to Detroit, and o1 
out through every used-car lot in the country. Practically any lot operator ar 
where can get a buyer the new car he wants at less than list within a few day 
and still make a profit for himself. However, the greater the distance fro1 
Detroit, the greater the ability to undercut price, because of the freight differen 


tin The bonus plaus in current use add to the bootleg volume 

Bootlegging, or the discount house, has already changed the distribution pic 
ture for hundreds of dealers. It has caused many to discontinue; it has disus 
trously cut back the profits and sales of all; and it has interfered with the givin 

of warranty service to customers. If the present trend continues, then the dis 
tribution picture, as we have known it, will be completely changed for the manu 
fucturer. Many of the existing dealers will disappear or reduce the size of 
their operations to take care of what business remains for them. As a matte) 
of fact, this association believes that the dealer system is now disintegrating dine 
to bootlegging. The evidence of this collapse is everywhere 

The wholesaling of late model used cars by new car dealers in low freight areas 
contributes substantially to the present demoralization. The resulting low cost 
over-the-road movement accelerates new car depreciation in the high freight areas 
So it slows or stops 1- and 2-year trades, reduces sales opportunity, and increase 
the field in which the cut-price dealer can operate protitably in both new and 
used units. 

There is an equally serious situation when it comes to the manufacturer. Firs 
of all, he is losing his freight profit on almost all bootleg sales; but more impor 
tant, he is already finding fewer and fewer men with capital willing to invest in 
dealerships when there is competition across the street underselling as much as 
$200 to $500 per unit. Can one conceive of a man, able enough to have accumu 
lated capital, now being willing to invest it in an automobile dealership under 
these circumstances? Bankers and financial advisers are urging against it, «nd 
their opinion of the soundness of dealerships in general is probably at the lowest 
point in history. 

Why has this situation developed rapidly since the war? The answer is found 
in the increases in freight costs. This was a small problem when freight was 
$135. It becomes a real problem when freight on the low-cost cars becomes $270 
or S290. 

A manufacturer’s survey made recently showed that in one large southern city 
there were 111 used-car lots. On these there were 234 1954 cars of 1 make alone 
The date, February 1, 1954. It showed that in the Kansas City-Omaha-St 
Louis area factory roadmen had told their dealers who the “right people to sell” 
were. It showed that in a large Texas City the dealers were furnishing used-car 
operators with lists of what they had on hand and could deliver to them at one 

It showed that in one city a dealer in a very active line had closed because he 
eould not compete with $300-$500 discounts from his recommended list. Inci 
dentally, the report stated that the manufacturer had been unable at that time 
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find anyone with capital to replace the dealer under present circumstances 
Dealerships of the better sort with good lines are offered for sale on a what-will- 

u-give basis. 

New car buyers, large and small, are fully aware, as are the dealers, of the 
freight savings which they can make. Factory advertising running full pages 
n both national magazines and newspapers helps it along by telling just what 

do and how to do it. 

One broker delivered in 1 year in the San Francisco area 509 cars of 2 popular 

ikes. He had delivered in 22 days following its announcement Gate 29 new cars 
f 1 make. 

A hootlegger can buy a car in the East, pay full recommended list price, and 


to have it brought here at a saving of $175 or more \ smart buyer can buy 

v-cost car in the Kast and land it here at as much as S500 under the re 
ended resale price. On higher price cars the discrepancy is greater. In 1 day, 

town, and for 1 line, there were 22 new cars of 1 make caravaned in out « f 


registere | 


There is an increasing and probably warranted feeling among dealers, 1 f 
mm have done well, that they should retire and conserve what they have, and 


there will no longer be an adequate profit for them because of bootlegging 
eC! nart dealer is now obliged to make an appraisal of the situation in order 


tke such steps as are necessary to save his investment, and many have 


idy done so. It is not a pleasant prospect, and one which no dealer likes to 

( It is here right now 

fany dealers have retired, including many of our own meibers: others have 

niv asked their factory to find them a buyer. More of them would have done 
mg since if they conld be freed of lease and other commitments Without 


well-financed replacements, what becomes of the distribution, the service 


ales volume for a manufacturer? 
ne factory representative told a large and profitable dealer, who still h a 
ofitable operation, that at present it was impossible to find a buyer for his busi 
Another profitable dealer with a smaller operation was told the same 
ng—even though he operated in several different localities. When capital will 
enter a business, there must be some fundamental fault Both dealers met 
ned above are widely known, extremely successful, and have top line 
So, from a factory standpoint, we find dealers contracting their operation Wie 
nd replacements difficult or impossible to secure. It is likely to be a disastrous 
lation lt is that right now in many localities, and the list is growing 
ferritory security has been mentioned as a remedy These associations hold 
hat it is not the remedy. Just how can you secure the serial numbers and police 
er 400,000 cars coming into California each year? Then go further and ask 
v you can police 47 other States. You could ask another question: What will 
event a man living in Detroit, or nearby temporarily, purchasing a car or se 
making the best deal he can: then doing whatever he chooses to do with his 
Territory security is not enforceable, even if it might be desirable It 
loes not strike directly at the principal cause of bootlegging, which is the present 
indling of freight charges 
\dvertisements everywhere, all over the country, offer current model automo 
( it far below what the recognized dealer can sell them for. This needs no 





I Auctions on a nationwide basis do the same thing Bootleg cars are sold 

ut the supporting service warranty in almost all cases. The buyer takes 
“as is.” The product of the factory goes to the consumer on a “we don't 
isis 

ere are regularly set up firms in the Chicago-Detroit-St. Louis area hich 


ilize in delivering cars to distant buyers. Some dealers have had a regular 
engaged to do nothing but deliver cars out of town or to distant points 
lave an established arrangement with companies specializing in such serv 
These facts are so well known as to require no comment, 
is profitable to buy an automobile near the point of manufacture, and to 
ompetition with the legitimate dealer who is farther away Phat makes 
tlegging. The automobile discount house is well-financed as a result of post 
profits, and it offen sells more cars in a line than the franchised dealer 


\ 
} 


Vhese associations and their members are convinced that equalization of freight 
the only sound answer It is basic. The recommended list price to the con 
mer and the cost to the dealer will have to be the same on a national basis It 


the only logical answer, keeping for the factory at the same time its price to 
he dealer sufficient so that an equivalent of the present freight profit is retained 


This reaches the cause itself. This association is hopeful that some manufac 
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The approa 0 the problem must be, “What is good for our business,” a 

hey 1 that is. What is good for the manufacturer and fair to the ulti 
In fact, the matter is also a question of whether the factory war 

t preserve ts deale ind distribution system, or whether it wants it to be ce 


t } 


troyved In large part by Competition set up by itself, which dealers cann 
meet Freight equalization is not new Appliances have it now; so do 
mobile parts, and countless other examples could be cited 

The present lack of a universal price promotes the use of a “pack” to 
detriment of a line and consumer both. This is an inequity which a one-pri 
system would make well-nigh impossible. It is very difficult to “pack” a kne 


Qne question which can be debated as to its fairness is the dealer profit set 


A dealer in a factory city on one line which was examined enjoys an actual t 


percent discount on h ne, While in San Francisco it is 18.7 percent. 
eastern markup here on out-of-pocket cost is 27 percent; San Francis 
23 percent Phere is 4 progressive worsening of dealer profit percentagewis« 
the distance from Michigan increases. This is due to the freight pricing proc 
dure and the Federal excise tax, neither of which carries a profit. Freig! 
equalization would correct this inequity There is a second equity fully 
portant: that of the consumer If he lives in Michigan he has one pri 
if he lives in California he pays a $300 to $500 penalty. Why? Equalization 


of freight would bring a more equitable situation for the retail buyer who 
complaints are lhnereasing 

The use of price class figures, penetration of market, net and gross profit 
on sales, and similar comparisons when used on other than a local basis, ar 
completely in error unless weighted to correct the inequities brought abou 
by the unfair trade position of the dealers affected by the figures in the fore 
going paragraph. There can be no confidence in the figures now used 

These associations are aware of the several legal opinions which have be 
written relating to the matter of freight pricing; it is aware of the briefs whicl 
have been submitted and the preparations which have been made for filing for 
a test case. This report would not be complete without comment on the matter 

We believe that our interests here are one with the manufacturer. If the 
dealer distribution system fails, so will the manufacturers’ distribution fai 
Having, then, a common interest, we believe the question should be discussed 
fairly and freely at high levels first, and by such discussion it should be asce! 
tained whether there is or is not a solution. The consideration should be 
based on sound reasoning and good sense, and with a positive approach. sold 
words and pious theories are not the answer 

If the friendly means here urged fail, and it should be said that all dealers 
with a franchise are friendly, then some action is in order. No dealer worth 
his salt can forego the protection of his interests when his business and in 
many cases his life’s work is at stake. 

Coming now to the conclusion. This association believes that the franchise 
dealer system of automobile distribution is at stake and that it is an inescapable 
fact that the dealers, as presently organized, cannot weather the situation 
It is time now for all to ask whether the vast dealer setup, which has con 
tributed so much to our economic and community life and to the servicing of 
a product so widely used as the automobile, be sacrificed. And with that sac 
ig organization which has served the manufacturer and the con 
sumer wonderfully well—a system which has been almost half a century in the 
making, would disappear 


rifice a sellil 


The conclusion which was to have been included in this report is still in the 
discussion stage, with many conflicting ideas being resolved one by one. Thi 
much may be said at this time. This report will clarify the position of thousand 


f dealers who are being affected adversely in that it concentrates all phase 
of the problem in a comparatively short bulletin and sets down clearly and con 
cisely and in one place matters which have, up to now, been dealt with only i 


part and which therefore have been handled incompletely 
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Speaking with the frankness which has been used heretofore 
ms do not yet have their future course clearly in mind It 


had, or if they fail, it may mean that the intervention 
deral agencies is necessary; it may mean relief being soug 
may mean one of several other courses still being consid 


; of these associations, it should be said, will not stand by 


plorable situation continue, 


Chere is the story factually told 


TESTIMONY OF UNITED STATES SENATOR JOHN 
BUTLER, OF MARYLAND 


Senntor Monronery. Senator Butler, we are elad to 
subcommittee. 

senatol [31 LER. Thank you, Mr. Chairman. 

senntor MONRON! Re Wi wppre bate your taking the 


irself in this problem a vou do ! OMmMAnNV Ot ive probl 


reconomy., 
Senator Burier. Thank you, Mr. Chairman and 

ynmittee. It was very kind of you to invite me 
' Fae 3110, the “dealer 


? 
« 


to make a statement concernin 
ll which LT introduced on February be 
Before discussing that bill, let me take th Oppo 
end you and your tall on the fear. objective, and 1 
hich you have approached and conducted your stud: 
omplex and Important aspect 


Phe questionnaire which you sent to dpproxin itely 4 
“il tomobile dealers throughout the COUNLLY, We ulting a 
} 


of automobile market! 


proximately 20,000 replie ~ should serve well as a most reliable 
on, And may [ interpolate, Mr. Chairman, that I think t] 
lost a record mM responses to a questlonnaire of that character. 


he most respon ive performance | have evel CC) 
the Senate. 


Senator Monronery. Wouldn't you also say with your wide 
ence In Government that there must be omethine rather seriou 
ecthing the trade that would cause thit kind of respon ef 


ta few disgruntled or inefliclent dealers it would be 


Senator Burner. That is what L was trvine to say 


l think that response in itself is very significant. When you ea 


ercent of any group to answer a questionnaire, then 


lly have some concrete facts upon which to proceed, 
Recommendation Ll: That this subcommittee should 


nent. During the course of my testimony [| woud 


recommendation ¥ Kirst. may | ugeest that vou col 


lly whether this subcommittee, or a somewhat similar 


el up as a permanent ubcommittee of the Senate Int 


ore ry) Commerce Conmnittee 7 lor hiany reason 


1 
vill discuss in a moment, I strongly urge that such 


One thing which your study and hearings have already clearly estab 


hed is that there is a widespread feeling in Congre 


f the aisle, here in the Senate and in the House of Representative 


thata permanent subcommittee of the Senate Interstate and lore 


Commerce (C‘omimittee should be e til] hed to do On 
‘ 


permanent basis that which you, Mr. Chairman, and Sen 


} ‘ . ‘ » l " . 1 
mond and menator Payne have been doing 39 well on 


basi 
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Market conditions, like the winds, have a habit of changing. By 
smen (whether manufacturer or dealers) and their policies, | 
weathervanes, must, under a well-balanced free-enterprise system, 
ble to respond to these changes in market conditions. And a s 
committee such as this, if set up on a permanent basis, can perform 
nValuable storm-warning function for manufacturers, dealers, ar 
the public—in much the same fashion as does our Weather Bureau. 
Thanks to the work of this subcommittee and the objective reporti: 
its proceeding by the press, the relationship between automoh 
manufacturers and their franchised dealers has been subjected, as neve 
before, to the revealing light of public inquiry. This, in effect, | 
constituted the hoisting of a few much-needed storm warnings. 
pparently, the manufacturers have benefited for they have al] 
so tated that they intend to take certain corrective steps designed 
remove some of the causes of justifiable discontent on the part of t! 
dealers. 

Therefore, I say that if this subcommittee or one quite similar to 
is established on a permanent basis it will be in a position to wart 
manufacturers, dealers, and the public of approaching danger in tim« 
for them to take voluntarily and without Government interventio: 

whatever steps are necessary to prevent needless damage. 

Of course, whether the scope of such a subcommittee should bi 
broadened to cover more than automobile marketing practic es, 1S Some 
thing to consider. I, for one, feel strongly that marketing practices 
in other industries—for example in the petroleum industry and in the 
farm-machinery business—could benefit greatly if a permanent sub 
ommittee of the Senate Interstate and Foreign Commerce Committee 
were on the scene. 

Although the franchised automobile dealer and the financial disaster 
he faces in the event of franchise termination present a somewhat 
unique problem in the retail marketing picture, there are certain simi 
lar difficulties facing those small-business men who engage in the retail 
marketing of gasoline products and farm machinery. 

And, don’t let’s forget the manufacturer in those fields. Their 
dealer-relations problems are extremely knotty and burdensome. 
Therefore such a permanent subcommittee should prove to be of great 
value to them, too. 

Does this mean that to set up such a permanent subcommittee would 
bring about more Government regulation of business than we pres- 
ently have? If it meant that, I assure you I would never propose it. 

In my opinion, it would mean less Government. regulation of busi 
ness. Let me explain why. If for the last 5 or 10 years this subcom 
mittee had been functioning in the same intelligent and impartial 
manner it now is, would there now be pending before Congress the 
various bills to outlaw phantom freight? I am confident that there 
would not. Why? 

Well, I look at it this way. Once all of the cards in the phantom 
freight game were laid face up on the table of this subcommittee, the 
plavers would have seen who was holding the losing hand and conse 
qu ently who stood to get hurt by continuing the game. 

In that eve nt, I am confident that that party would have been smart 
enough to take corrective measures voluntarily in order to avoid the 
Government intervention which otherwise would have been justified 
and necessary in the public interest. In this connection I was inter- 
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sted in the following editorial which appeared in the Washington 
Post on Sunday, March 4, 1956: 


DETROIT PLUS 


General Motors and Chrysler now have followed Ford in abandoning the so 
ied phantom freight charge by which dealers are charged as though a car were 


pped from the home plant even though it may have been built at a nearby 
assembly. This is one of the practices against which auto dealers raised a legiti 
te complaint in their recent meetings here and in testimeny on Capitol Hill 
Steel producers abandoned a somewhat similar pricing system, known as Pitts 


uurgh plus, back in the thirties. 
How the auto producers have gotten away with it for as long as they have is a 


stery. It may be that the Big Three auto makers have acted to end tle 
tice not only because of the complaints of the dealers but because of the 
rect ntly expressed interest of the Justice Department in “undue concentration’ 
the industry. The National Automobile Dealers Association stated that the 


practice added up to $200 million annually in excess freight costs, and it asked 
for legislation outlawing the charges. 

Practices which tend to discriminate against some localities or regions at the 
xpense of others cannot be defended even though they may not directly violate 
the Federal Trade and Antitrust Acts. The other producers have no alternative 

to follow the.lead of the Big Three in abandoning the “phantom freig 
harges which are unfair to consumers as well as to dealers 


The same principle applies, I believe, to practically every other bill 
vhich has been introduced or proposed concerning automobile mar rket 
ng practices—including my own “dealers’ day in court” bill, 110. 

Now, don’t misunderstand me. I do not mean that if aoe a 
committee is made permanent there will be no need to enact S. 3110. 
No, Pm afraid that the practice of coercing dealers to purchase un 
vanted merchandise by threatening to terminate their franchises has 
now become so much a habit with most of the automobile manufae 
turers (more than a dozen States have now outlawed it) that it has 
finally become necessary to outlaw this vicious practice on a Federal 
basis. All I mean to Say is this: If this subcommittee had been fune 
honing steadily for the last 10 years the manufacturers long ago 
would have seen where their coercive tactics were inevitably leading 
them and they would not have waited until legislation such as S. 3110 
had been proven essential—in the interest of the public and the small 
business community before voluntarily taking appropriate steps to 
orrect the abuse. 

Until hearings were commenced by this subcommittee, there had 

little opportunity for the manufacturers and dealers to engage 
equals in an interchange of viewpoints. Consequently this whole 
eld has been rife with serious misunderstandings, causing lack of 
ippreciation of the other fellow’s position. 
This atmosphere has been an excellent breeding ground for adver- 
ary attitudes. Had this subcommittee been in continuous operation, 
ealers who tod: ay find it necessary to fight for freedom from coercion 
an | be here as one of two coequal partners, asking nothine more 
than opportunity to debate their problems in an impartial public 
forum for the purpose of stabilizing and strengthening their partner 
ship. 

Although I cannot understand w] iv the manufacturers have refused 
to sit down with NADA and work out these problems, the fact is 
that they have not done so—at least not on any regular basis. 

Instead, they have tried to restrict their dealings with their dealers 
to individuals or to the so-called dealer councils but rather than blame 
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relation to other Tlouse and Senate subcommitt 
e de o wit ny) busine ma intimonopoly l 
| do not pretend to know what the proper demarcation shou 
| bted it matter require ireful study 
| ( lly. since one of the st valuable things to come o 
is yours the American press’ unbiased and accw 
om tf what or on, | call your attention to an editorial \ 
the February 27 iss f Automotive News. This edito 
On by Mr. Pete Wembhoff, editor of that trade publication, ren 
follows 
ling { ! ers, dealers, and a lot of other persons } 
| f of the ‘ Just the other evening, one of 


3 lhree presidents be ted Automotive News for publishing Fred Bell's bl 
i utol rs He seemed to think Automotive News had not given the ma 
rs) To better understand the situation, 


W he Bell, representing NADA’s 30,000 dealers, started his speechmakin 
urally became big news in the trade—and, of course, to Automotive New 
se policy has always been to print all the news unbiasedly and let the chi 


where they may No maker would allow himself to be quoted in reply t 
Ty n most cases, the invectives were unprintable anyway. When a mak 
lid talk for publication, ch as GM President Curtice’s testimony before th 
Si te subcommitteee, Automotive News published it in full (all 20,000 words 


Che maker who berated me seemed to have the idea that a problem does not 
exist if it is not given publicit Yet the problem of dealer unrest and low 
morale did exist long before Bell started to talk about it and before Automotive 
News published material on it and the publicity given this subject ma 
i solution which will lift the morale of all dealers and, ultimately, aid 
the same manufacturer who was upset by the publicity * * * So Automotive 
News will continue to do its best to shed light on the problems of the industry 
lespite the fact that we sometimes incur the wrath of those concerned by; 





[ have brought this editorial to your attention because if [ an 
correct in assuming that much of what I term as the present “justi 
fiable discontent on the part of dealers” has been caused by the fact 
that until recently there has been no effective medium for focusing 
public attention on both sides of manufacturer/dealer relations, suc] 
riticism as Mr. Wemhoff properly disregarded is to blame for muc! 
of the trouble the manufacturers have brought upon themselves. 
In conclusion my recommendation that this subeommittee be made 
. permanent Subcommittee of the Interstate and Foreign Commeret 
Committee, let me say that if your study of this matter leads you to 
the ssiume conclu ion. | would be happy to sponsor or cosponsor an 
b ll] or resolution to accomplish this Worthy cause. 


‘ 


ion IL: That this subeommittee consider S. 3110 and 


eport it favorably, with or without amendment, to the full committee. 
Because of the length of my statement—for which I apologize—1 


will not dwell on the details of S. 3116. With your indulgence, I will 


Recom) end 
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And so, now the problem is in our laps In‘leed it has been ght there evel 
e the last days of the S3d Congress. Memb will recall that Senator 
then chairman of the Interstate nd loreign Commerce Committee 
ecognizing he seriousness of the Dp oblem, appointed a speci subecom ( 
hairmaned by Senator Purtell. Its mandate was to study all phases of manu 
turer-dealer relations in the automobile field 
With splendid bipartisan spirit, when Senator Magnuson became chairman 
i@ full committee, he continued this work and appointed Senator Monroney 
man of the Automobile Marketing Subcommittee 
nator Monroney promptly drafted a comprehensive questionnaire which he 
» 40.000 franchised automobile dealers all ove the countrys \ t 
(WO replied, in detail—the largest response ever, I am told, to such a ques 
naire The results of this study have been objectively and intellige 
ord by Senator Monroney’s subcommittee and have 1 ly bee pub 
hed as an interim report 
One thing which stands out in my mind from that report is that the eat 
ority of franchised automobile dealers blime most of their troubles on 
turer pressure to buy unwanted merchandise 
lerstand that this same dealer contention was predominant throughout 
ecent General Motors hearings conducted by Senator O' Mahone Ant 
( poly Subcommittee. However. I understand that there, too, the u 
furers steadfastly denied that the forced their franchised dealer Oo pur 
hase unwanted merchandise. Nonetheless, it was made clear duri t} e 
yy ind this I consider very Important that j iu ‘11 pile ran 
irer cancels or refuses to renew an automobile dealer’s f nehise due the 
le refusal to buy unwanted merchandise, the dealer, because of the ter 
f the anufacturer-drawn franchise agreement cannot bring l for brea 
tract which will be heard on its merits in the courts of thi iIntry Such 
lealer has to leave the decision on his plea fo continuatio f h fray e 
he sole diseretion of the manufneturer 
It is disputed that approximately 12 States have alre passed legislation 
ing it unlawful for automobile manufactur Oo terminate or threat to 
e the franchises of ne car dealers if tl reason f such threat or termi 
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nation is that the dealers are unwilling to purchase or refuse to purcha 
wares of the manufacturer 
Therefore, we come face to face with a simple but basic question : 


Should the Federal Government make it unlawful for automobile 
turers to terminate or threaten to terminate the franchises of new-car d 
who nre unwilling or who refuse to purchase unwanted merchandise ? 


Said another way: 

Should we give automobile dealers who contend that the principal rea 
basic cause for the termination of their franchises was that they were unv 
rr refused to purchase unwanted merchandise a right to have such a d 

termined by Federal court? 

I have concluded that we should give this vital segment of the Americar 
business community at least that much protection. I am sure that o 





including perhaps NADA—will recommend that dealers be given mu 
legislative assistance than my bill accords them. In addition to the leg 
now pending, IT understand that Senators Monroney and O'Mahoney ne 
introduce certain other bills designed to protect the dealers and the public 
view of the leading part which they and other Senators have played in 
mutter, I want it clearly understood that T ask no special! credit for the bil 

I am today proposing indeed, I would welcome bipartisan cosponsorship 


irefully drafted measure 

While I prefer to discuss the merits of this bill in detail at a later date, I 
attention to three of its chief features: 

First. Although this bill in no way amends or impairs our antitrust 
is enrefully patterned after pertinent provisions of those statutes Th 
done because the Sherman and Clayton Acts have stood the test of time 
thermore, those statutes and this bill have the same ultimate purpose: n 
to protect the general public and the parties directly injured by condnet here 
declared to be uniawful 

Second. This bill accords to any automobile dealer whose franchise is 
nated in violation of this statute, the right to sue in our Federal district 
for injunctive relief and damages 

Third. This bill in no way restricts the right of the manufacturer to termi 
the franchise of a dealer if the true cause of termination is that the dea 


conducting his business in such manner as to injure the goodwill of the 
facture? 

In conclusion let me state that mv pnronosal does not fuss with details 
how automobile manufacturers shall conduct their daily business with 
chised dealers It merely make unlawful a practice which 12 States have 
outlawed: and which the manufacturers claim they do not do anyway 





[S. 3110, 84th Cong., 2d sess 


A BILL To prevent automobile manufacturers from coercil 
purchase unwanted merchandise 


g¢ automobils lea 


Be it enacted hy the Senate and House of Representatives of the United State 
of American in Congress assembled, That title 15, United States Code, is amend 
by adding the following chapter, to read as follows: 

Sec. 1. As used in this chapter 

(a) The term “automobile manufacturer” means any individual, partners! 
corporation, association, or any other form of business enterprise, or any bran 
or agent thereof, engaged in manufacturing paSsenger cars, station wagons 
sports cars, or other automotive vehicles commonly known as automobiles. 

(b) The term “automobile dealer” means any individual, partnership, corpo: 
tion, association, or any other form of business enterprise, or any branch or age 
thereof, engaged in selling passenger cars, station wagons, sports cars, or othe: 
automotive vehicles commonly known as automobiles. 

(c) The term “commerce” means commerce among the several States or wit! 
foreign nations, or in any Territory of the United States or in the District ot 
Columbia, or between any such Territory and another, or between any sucl 
Territory and any State or foreign nation, or between the District of Columbia 
and any State or Territory or foreign nation. 

(d) The term “Territory” includes insular possessions of the United States am 
also any Territory of the United States. 

(e) The term “to terminate” means to stop, to cancel, to fail to renew, to refus 
to renew; or in any other way. to bring to, or put to an end 
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f) The term “franchise” means the right, privilege, or authorization accorded 
e automobile dealer by the automobile manufacturer, whether by contract, 
creement, or otherwise, to purchase, sell, and service said manufacturer’s wares 

g) The term “wares” means the articles offered for sale by the automobile 
anufacturer to its franchised dealers, whether or not manufactured by said 
mufacturer. 

Sec. 2. It shall be unlawful for any automobile manufacturer engaged in com- 

e, in the course of such commerce to terminate or threaten to terminate any 

itomobile dealer’s franchise to deal in the wares of said manufacturer if the 
rincipal reason for or basic cause of such threat or termination was the dealer 
nwillingness or refusal to buy merchandise from said manufacturer. 


Sec. 8. Any automobile manufacturer violating the provisions of section 2 of 
is Act shall, upon conviction thereof, be fined not more than $5,000 or im 
soned not more than one year, or both. 
+. The several district courts of the United States are invested with 
risdiction to prevent and restrain violations of this Act; and it shall be the dut 
f the several district attorneys of the United States, in their respective districts, 
der the direction of the Attorney General, to institute proceedings in equity to 
event and restrain such violations, Such proceedings may be by way of petition 
tting forth the case and praying that such violation shall be enjoined or other 
e prohibited. When the parties complained of shall have been duly notified 
uch petition the court shall proceed, as soon as may be, to the heari 
ermination of the case: and pending such petition and before final decree, the 
rt may at any time make such temporary restraining order or prohibition as 
hall be deemed just in the premises. 
Sec. 5. Whenever it shall appear to the court before which any proceeding 
der section 3 or 4 of this Act may be pending, that the ends of justice require 
it other parties should be brought before the court, the court may cause them 
be summoned, whether they reside in the district in which the court is held or 
and subpenas to that end may be served in any district by the marshal 





hereot 


Sec. 6. In any suit, action, or proceeding brought by or on behalf of the United 
States subpenas for witnesses who are required to attend a court of the United 
States in any judicial district in any case arising under section 3 or 4 of this Act 
ay run into any other district: Provided, That no writ of subpena shall issue 


witnesses living out of the distriet in which the court is held at a greater 


ce than one hundred miles from the place of holding the same without the 
sion of the trial court being first had upon proper application and cause 


S 7. Whenever a corporation shall violate any of the provisions of this Act, 
ch violation shall be deemed to be also that of the individual directors, officers 

rents of such corporation who shall have authorized, ordered, or done any of 
icts constituting in whole or in part such violation, and such violation shall 
e deemed a misdemeanor, and upon conviction therefor of any such director, 
flicer, or agent he shal! be punished by a fine of not exceeding $5,000 or by 

prisonment for not exceeding one year, or by both, in the discretion of the 





Sec. 8. An automobile dealer shall be entitled to sue for and have injunctive 
ief, in any district court of the United States having jurisdiction over the 
rties, against threatened loss or damage by a violation of this Act when and 
ler the same conditions and principles as injunctive relief against threatened 
nduct that will cause loss or damage is granted by courts of equity: under the 
coverning such proceedings, and upon the execution of proper bond against 
nages for an injunction improvidently granted and a showing that the danger 

f irreparable loss or damage is immediate, a preliminary injunction may issue 
Seo. 9%. Any automobile dealer who shall be injured in his business or property 
reason of anything forbidden in section 2 of this Act may sue therefor in any 
listrict court of the United States in the district in which the defendant resides 
ris found or has an agent, without respect to the amount in controversy, and 
shall recover twofold the damages by him sustained, and the cost of suit, inelud 

ng a reasonable attorney's fee. 

Sec. 10. A final judgment or decree rendered in any criminal prosecution or it 
iny suit or proceeding in equity brought by or on behalf of the United States under 
this Act to the effect that a defendant has violated said laws shall be prima facie 
evidence against such defendant in any suit or proceeding brought by any other 
party against such defendant under said laws as to all matters respecting which 
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n estoppel as between the parties ther 


i ! er would be : a 
This section shall not apply to consent judgments or decrees ente 
‘ s has been taken 
Whenever any suit or proceeding in equity or criminal prosecution is insti 
} United States to prevent, restrain, or punish violations of this Act 
he statute of limitations in respect of each and every private r 
! ris inder said Act and based in whole or in part on any matter « 
é f in Said suit or proceeding shall be Suspended during the pends 
S 11. Any suit, action, or proceeding under this Act against a corporat 
e brought not o in the judicial district whereof it is an inhabitant, b 
and 


in any district where it mav be found or transacts business: ; 





process in such cases may be served in the district of which it is an inhabitant 
wherever it may be found 

Sec. 12. If any clause, sentence, paragraph, or part of any section of tl \ 
sha for any reason, by liudged bv any court of competent jurisdiction to be 
invalid, such judgment shall not affect, impair, or invalidate the remainder: 
thereof, but shall be confined in its operation to the clause, sentence, paragray 
r part thereof directly involved in the controversy in which such judgment sha 

e been rendered. 
QUESTIONS AND ANSWERS CONCERNING 8. 3110 

Questio Does S. 3110 outlaw phantom freight, forbid “stimulator” dea 

regulate credit terms, or prevent overproduction? 
S. 5110 mere 


Answer: No: it does not Cure-alls frequently cure nothing. S. ° 
yractice which 12 States have declared unlawful ; namely, aut 
* coercion of dealers to purchase merchandise by threat 
their franchises In addition to imposing 
Department of Justice and the 


utiaws a coe! ive } 


mobile manufacturers 
rminate or by terminating 
I al penalties and leaving enforcement to the 
Federal urts, S. 3110 gives dealers who allege they have been so injured thei 
dav in court, 

3110 does not fuss with the details how aut 
It does not require the manufacturers to put in w 
Although written orde1 


omohile manufacturers and 


dealers conduct business 
all orders which they or their agents give dealers. 
id what to whom and when and where, su 


it easier to prove who said 











would make 
requirement might strangle this great industry While it makes proof 1 
difficult if nothing is in writing, our Federal courts deal every day with w 
telling the truth concerning particular oral events or transactions While proof 
f vations of S. 35110 w ot be easy, good lawvers, with truth and justic 
] side of the clients, will be able to present their cases The Federal cour 
sift the wheat fro the chaff 
s 3110's deterrent effect will be rrent. Manufacturers and their agent 
! tate to threaten a dealer with termination for refusal to purchase merchar 
Se One such eoercive t nd if i iter date the dealer's franchi 
I ed for Some other allegod reaso the dealer can have his day lh ¢ urt 
e independent tribunal determine whether his franchise was te 
ed for the reason stated or whether it was terminated in line with the previo 
Q ol Should phantom freight be outlawed? 
\ r: Sx good arguments and convincing evidence to that effect have 
nd still are being presented to Senat roney’'s subcommittee Senato 
\I vy intends to introduce a bill to outl tom freight. Therefore ther 
eed to amend 8. 3110 for that purpose 


Should stimulator dealers be outlawed? 


Question 

Answer: A strong argument can be made that such preferred dealer setups a 

eady violative of present antitrust laws. If so, there is no need for more 
Federal laws, especially in this field which should be as free from Government 
nterference as the minimum needs of the dealers, the manufacturers, and the 


zed that motion-picture distributors 


will permit. It has long been recogniz 
te the antitrust laws by giving competitive advantages (e. g., the lion’s share 
It seems 


of two competing exhibitors in a market. 


f w that preferred dealers, receiving competitive advantages from thi 
7 


ufacturer, are violative of the antitrust laws. 
Question: Suppose the dealer conducted his business properly and did not 


njure the manufacturer’s goodwill but did not get the penetration of the market 


st-run pictures) to one 
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he percentage of price class the manufacturer thought he shou cou f 
facturer terminate his franchise without viola Ss 110 
\ vel NO \ terinination for t re n would i Violatic 
Question: Does th mean the manut ire bn ddled w 
el 
\nswer: No First, dealers, as the manufacturers have said, are independ 
essmen; at least they will be if S. 5110 passes Show them it their 
intage and they'll expand, they’ll sell more cars, theyll work hardet If a 
ler is lazy and the market 1s there, the manufacturer will try to persuade hi 
it’s to his advantage to get out and work for the a ible busines 
Second, if the dealer st won't pick up h sales effort, and if the manufac 
rer’s appraisal of the market is right, the manufacturer (unless he has agreed 
to do so) can franchise another dealer or dealers in the area Now, that doe 
ot mean stimulator dealers Phat does not me thie ma facturer cui 
bsidize or give competitive advantages to a new dealet 


If this available market is there, us the manufacturer contends, and if the 


ting dealers aren't tapping it, and if more private dealer capital can be 
luced by the manufacturer to Come in on an equal Competitive footing w he 
sting dealers, then the manufacturer will get his penetration of the market 
percentage of price class And he'll get it without coercing his press 
chised dealers, many of whom have laboriously and honestly developed the 
cular market for the manufacturer over the years 
Question: Should our antitrust laws be amended to legalize territoria 
irity ? 
Answer: Not at this time Apparet! thy at least 50 pereent of the dealer ire 
d. Furthermore, with the Department of Justice and the Federal Trade 
Commission opposed, such a bill would stand little chance of passage 
Senator Butter. Undoubtedly there are many other questions co: 


erning the bill which merit serious consideration. For example, 1 
does not protect truck or trailer dealers from coercive practices nm) 
to those outlawed in connection with automobile dealers. Perhap 


ould. The reason I did not include that subject in this bill is that 


I do not know whether sufficient supportn Y testimony has been lve 





ol lar coerelye tactics being employed aoninst those dealers. 
Then, too, those interested in S. 3110 might a what precedent I 
he various sections of the bill. Tur io briefly to the bil tselt, 
will note that section 1 is defin tion section. Vhy le the 7 
tomobile manufacturer” und “nutomobile denler ’ a detined 
ectlo (a) and (b) are more or less “tailor made.” the term 
ree” used in subsection (¢) and the term “territory” used 
m (d) have been frequently defined in other chapters of titl 
f the United States Code. Of course, as we all know, title 1 
L thar lon » Contain oul | { . | a ~ rye) } 
{ ton Acts 
Che terms “to terminate.” “f1 hise, md il’ eC 
tions (e) through 7) are ils = iil y}° made.’ 
Section 2 of S. 3110, making it unlawful 
inv automobile manufacturer engaged in « C1 
erce to terminate or t] ter eA”l , e de { 
hn the ware ol ire he n f 
( such thre r tel nat is e de 
rie handise from said manuta | ! 
hile not found in those precise term 11) v of the Stat tute 
outlawing this practice, snonethele patterned after those lay 
section 35 of 8S. 35110 stems { nN son) lyent milar pre 
sé tions 1 throueh 3 of t tie y. Ss tic) { i}most ident ltn 
‘ I t of title 1D. Sectlon to] VV ~“ePCTIO > Ff tl¢ tp. Section 6 rf 
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closely the language used in section 24 of title 15. Section 8 of S., 
is patterned after a portion of section 26 of title 15.) Seetion 9 folk 
section 15 of title 15. However, instead of providing for tre 
damages, since the public is not as seriously injured, in my opi 
by a violation of my bill as by the violation of our antitrust Ia 
double damages and the cost of suit including a reasonable attorne 
fee seem sufficient. 

Section 10 of S.3110 follows section 16 of title 15. Section 11 is | 
section 22 of title 15. Section 12 contains standard language, design: 
to protect the overall bill from the effect of any partial invalidity 
is patterned after section 27 of title 15. 

On February 2, I sent a questionnaire concerning 8S. 3110 to 47 
franchised automobile dealers throughout the State of Maryland. | 
invited them to return the questionnaires to me signed or unsigned 
they saw fit. Of course, | assured all of them that if they signed t 
questionnaires their identities would be kept in confidence, 

Ninety-three dealers returned the questionnaires filled out. Of 
the 93 returned, 16 bore no signatures. 

Mr. Chairman, may I say at this point that it seems as though n 
solicitation was not nearly as successful as was the subcommittee’s rv 
ferred to earlier in Inv Statement. 

The result of that questionnaire can best be presented by stating 
the questions which were asked, tabulating the answers given and 
commenting where, it seems to me, appropriate. 

1. What is the chief or basic cause of most complaints by fran 
chised automobile dealers against automobile manufacturers ? 

(7) Phanton freieht /—17 answers. 

(6) The manufacturers’ power to cancel or refuse to renew cea] 
ers’ franchises without legal liability /—62 answers. 





(c)} The desire ot certain franchised dealers to do a volume busine 
regardless of ethical considerations ?/—49 answers. 

(d/) Lack of dealer territorial security ¢ 17 answers. 

(ce) Other factors ?—1 answer. 

Comment: Many dealers Jisted more than one cause. Where more 
than one cause was listed all causes were counted unless the dealei 
accorded priorities. In that event, only the No. 1 cause was counted. 

2. Is the public injured by that which causes most of these dealer 
complaints ¢ 

(7) Yes, 70 answers, 

(4) No, 18 answers. 

(c) Uneertain or no answer, 5 answers. 

3. Do you believe that without Federal legislation the manufac 
turers and their franchised dealers can put an end to the cause of 
most of these dealer complaints ? 

(a) Yes.37. 

()) No. 53. 

(c) Uneertain or no answer, 3. 

t. Do you believe they will ? 

(a) Yes. 10. 

(b) No. 77. 

(c) Uncertain or no answer, 6. 

5. Do you approve or disapprove of my bill, S. 3110? 

(a) Yes, 84. 


(/) No,d. 
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’ Uncertain or no answer, 4. 


( omment: Because of the po ble ambieu tv in t qu 
ebruary LS, 1956, L sent the following message to all 472 M 
; dd beet ( t the que TLOvyyseer'e 
Phere is one thing I want to call to your attention about the quest 
estion 5, I said Do you approve or disapprove of my | 
B, ne If you checked “Ye but lean it you disapp 
lO, please t me know at your early convenlence Otherwise \« 
be construed as approval In many es from ! 
‘ gler it Ww obvious that his “\¢ here meat 1 e ( 
6. Would vou recommend the enact ent of any other Fed 
to aid the dealers and the public, either in preference 
on to ®. dL1lv¢ 
\ ¢ lO il Wel 
No. 85 answet 
Uncertain or no answer. 282 answers. 
i. What amendments, if any, would vou ireest / Please dy 
( mhiment Many smenadn tS wert Wort ted ranen iro} Col 
eo credit to controlling production No language el were were 
ccested (Quite a few urged amendments to legalize territor 
( tv. outlaw phantom freroht, outlaw hootleve noe, forbid factor 
onipetition with dealer _ and outlaw timulator center 
3 iv of eeneral comment, Fam tlie 1 { to recoenize the quest 
limitations, I am confident that a better draft he job ould 
een done had time permitted. However, it is clear that th 
1 ed dealers who replied are overwhelmingly in favor of S. 3110 
nent. Likewise, these dealers are contident that tha bya 
es most of these dealer complaimts imjures the public. Similarly, 
re can be no doubt that a considerable majority of these dealer 
that the chief or basic cause of most of their cor plaints against 
itomobile manufacturers is the manufacturer’s power to cancel 


efise to renew dealer’s franchises without le@al linbility 
\mong the letters I received from Many land dealers, there was one 
made a evreater Impression on me—-because of its objectivity. 
fairness and its simple eloquence of expression—than anything | 
have yet seen Ww ritten or heard said concerning manufacturer-dealet 
relations in the automotive industry. T was so impressed by what th 
leater had to say in his letter to me that I wrote to him and asked 
permisston to read his letter en the floor of the Senate. deletin a 
ny phrases which might reveal his identity. This dealer soon replied 
ind not only gave me permission to do what I had asked but wel 
further and said: 
I have absolutely no objection to the verbatim use of my previous letter fo: 
purpose you deem worthy. In fact, Iam inclined to be less than sympathet 


for those who cry to be covered with the cloak of anonymity. If one sincerely 
voices a conviction honestly derived, it follows that there should also be present 
ufficient moral courage to accept any of the consequences, That is the essen 


of our form of government. 


\ccordingly, within the hex fey any > | intend to rea | t]) ari 
letter on the floor. At that time, I will make known the dealer’ 
titv: and, with vour permission, Mr, Chairman, I will submit a co) 
to this subcommittee with a request that it also be inel 
record in connection with my statement. 

Senator Monroney. That will be done. Senator Butl I’. 


rte (] 
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{From the Congressional Record, March 12, 1956] 


DULANEY Moror Co., INc., 
Towson, Md., February 8, 195 
The Honorable JOHN MARSHALL BUTLER, 
The United States Senate, Washington, D. C. 


DEAR SENATOR BuTLER: Your bill S. 3110 hits closer to the mark than any 
the actions of Congress to date as regards to correcting the unsound conditi 
of automobile retailing that is so apparent today. As you implied, this bill is 1 
completely definitive but it does represent a positive and concrete step in t) 
right direction. 

There are certain economic-philosophical premises which, if accepted as tr 
point out the necessity of Federal regulation of the commerce between the ma 
facturer and the franchised dealer. No new car dealer desires legislati 
designed to subsidize or guarantee a profit for his business. Just as the S 
rities and Exchange Commission was created in the recognition of the soci 
responsibility to the entire Nation of the stock market, so should Federal leg 
lation recognize that the automobile industry affects vitally the livelihood of 
considerable segment of our Nation. If a farmer in Nebraska could be adverse 
affected by the financial manipulation of selfish interests in the Chicago gr: 
market; if economically sound utilities in the Midwest could be bankrupted | 
Samuel Insull and his pyramiding actions in 1980; then I feel that the selfish 
activities of an automobile manufacturer can and will cause a progress 
economie distintegration in every part of this country of substantial busines 
investments. 

The automobile dealer operates under the delusion that he is an independent 
businessman. This is only true when gaged against the competitive market 
for customer sales and I hope this situation will never change. However, this 
feeling of “the survival of the fittest” is totally inadequate when applied to th« 
dealer’s relationship to his sole source of supply—the manufacturer. He has 
been unable to realize the consequences of this one statement about the manu 
facturer: Labor is most effectively organized and capable of protecting its oy 
interests; management is organized by the very hierarchy of a business organi 
zation; the stockholders are presented well by the board of directors (the record 
of dividends by General Motors since 1946 is proof of this). The only unorgai 
ized group that the corporations deal with are the dealers and they, by virtue of 
their own philosophy, can never effectively unionize. It stands to reason that 
each of the above are selfish interests in the sense that their actions have bee: 
defined primarily to their own particular benefit and any benefit accruing to the 
public or the dealer has been definitely secondary. 

This situation can change in only one fashion. When the dealer on the oper 
market is no longer capable of negotiating his merchandise at a profit, then he 
ceases to buy from the manufacturer. Then the stockholder, labor and manage 
ment are forced to examine the reasons why this happened. At present Chrysler 
Corp. is operating on a 4-day week; soon the pocketbook of all these above 
elements will suffer. Only at that time will stopgap or minimum action be 
taken by the factories, not because they want to, but, rather because they have t« 
This situation need not have occurred if Chrysler, for example, had not built 
cars on a 6-day week with 2 shifts and overtime for the last 60 days in 1955, But 
for their selfish interest of year-end production and consequent maximum ear! 
ings, they chose to produce to the limits of their capability. By gosh, whet 
supply exceed demand, the price of anything must drop. And here I should like 
to define price as being that sum of money the public is actually willing to pas 
on a competitive market for an automobile at that very moment. Actual price 
changes from week to week in our business—for example, 1 week we can negotiat« 
for a $100 profit and the next week $50, and so forth. 

My point, though somewhat long-winded, is this: The new car business toda) 
demands large capital investment on the retail level as well as on the manu 
facturing level. Yet the completely irresponsible actions of the manufacturet 
have steadily made this business one of greater risk and smaller returns. The 
manufacturer himself consists of three components which by the records have 
proven to be incapable of enlightened self-interest. If we are ever again to have 
a depression, it will be hastened by such selfish actions. When GM piles up 
over $1 billion in earnings after taxes, then sheer size becomes an evil Had GM 
decided to reduce the wholesale price of their cars by $150 across the board, their 
earnings would have been pared to a mere one-half billion and probably put 
Ford and Chrysler completely out of business. When the manufacturer has 
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o reduced the retailing of his products that we as dealers grub around for $50 
nd $100 gross profits per car, it should be recognized that broadly speaking 
he new-car dealer is approaching the economic point of no return. 
hat is why phantom freight, territory security, and bootlegging, are periphery 
henomena, external symptoms of a far greater inequity that today exists 
Your bill is at least aimed at a more vital spot—-to place some value upon a mans 
ifelong endeavors to build his estate for the future—to encourage private Ven 
ture capital in small business, the very heart of America’s greatness 
Che three evils mentioned above as of lesser importance can be corrected b 
manufacturer as he is economically forced to do so. The basically weak and 
satellite nature of our relationship to the manufacturer never will be changed 
ess the Federal Governinent legislatively acknowledges the fact that the ne 
franchise as it is presently constituted does not Contribute to contained 
wth of the free-enterprise system 
The business ethics of automobile retailing are precisely what the manu 
turer delineates. In the 1880's the white man who sold liquor to the Indians 
id to share full moral responsibility for the nasty consequences that tradi 
nally ensued. So let it be with General Motors—a billion in profit equals 
lion in responsibility. 
rhe cry of the manufacturer who bleats piously that the Government will 
ilize the efficient to the interests of the ineflicient is not in keeping wit! 
Federal —— since the decade after the Civil War. The whole lesson of 
Government has been to safeguard the right of existence to the less efficient 
As the automobile manufacturer knows the UAW-CIO is not concerned wit! 
he most efficient worker, but rather, the less efficient By effective organiza 
tion, labor has forced the corporation to giving increasing recognition to this 
Tact 


\ll we as dealers need can be gained through Federal legislation designed t« 
remove the excess of power now held in Detroit. We can create our own future 
ind solve our own problems that arise from year to year once an equitable 
franchise system is accepted, gracefully or otherwise, by the manufacturer 

I wish to congratulate you in your interest on our behalf. It is not the most 
popular as regards mass support; but it hits mighty close to the center of our 
continuec national prosperity. You may be assured that I am most grateful 
and will tell anyone who listens what your help can mean to all of us 

Yours respectfully, 
Rosert B, Livir, J 

Senator Butter. Let me take this opportunity to thank you sin 
erely for the privilege of appearing before you today. 

Senator Monroney. Thank you very mue th. You contains demon 
strate the vast amount of work that vou have done in behalf of the 
automotive industry and the independently owned and inde pendently 
financed and managed de ‘alerships through this ¢ ountry. I agree with 
you completely that the automotive industry is a partnership—a 
partnership of the giants in the manufacturing industry and the 40. 
000 independently owned dealerships and one cannot stand and su 
ceed without the suecess of the other. 

Senator Burter. That feeling seems to be generally shared. 

Senator Monroney. It is more than just a casual alarm at a slump 
in business or a decline in profit. It is a fear that you and I have 
found in contacts with thousands of dealers who are afraid that the 
independent phase of automobile business is apt to go down the drain 
if something is not done to arrest the alarming drift which has taken 
place in the last 2 years. 

Senator Butter. We can safely say, Mr. Chairman, that there has 
been a very great deterioration in the relationship, and I sincerely 
‘i lieve that it is not only hurting the manufacturer and the dealer. 
but I believe the public is suffering by reason of it. 

Senator Monronry. The public does suffer tremendously. Inci 
dentally, may I thank you for your splendid recommendation that 
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Ss committee or one similar to it be constituted to stav on the 1 
t watchdog committee in the automotive trade, the No. 1 industt \ 
» Nation, but of the worl i There may be some just 
ition a uf aaa a continuation of the life of this committee. 
Senator Burier. We have a similar subcommittee in judiciary t 
eep in touch with ar timonopoly practices and other such things. ar ( 


‘ 
] 
1) 


Ot ONnTLY ot 


I ean see no reasol hy the committee should hot give serious consid 
eration to having a permanent subcommittee here To keep on Top ¢« f 


business practices in the manufacturer-dealer relationship. 

Senator Monroney. One further question. Your bill is drawn, I 
helie, to 1] Cc lu le not o1 ly the overloading of a dealer with cars but 
iso s@at covers, or ools. or ac e sing mate 1A ‘ T Ma would come 
| { tool lvertis terial That Id 
ider the general definition of wares would it not? 

Senator Buruer. I think that is true. 

senator Monron! Yr. 20 the fear of a de ale r of being a a — that 


nust take anything that is sent to him for fear of losing his franehiss 


ra | 


vould be covered under the general provisions. 
senator is I'LER. The | basic prov ision of t he bill j IS to meet the prob 
lems that were frequently expressed to me in my relationships wit] 
dealers. They s! ould not be forced to t: ike mere h: andise that they are 
unwilling to take and that thev do not feel they can dispose of profit 
bly 
Senator Monronry. Which would mean not only cars, but acces- 
ories and appliances. 
Senator Burier. Yes: I don’t think there are manv manufacturer 
that sell seat covers and things of that kind, but they do sel] accessories 
Senator Monroney. Well, they used to by the thousands and ws 
ird testimony on that. At one point we heard that the number of 
ars vou received when cars were scarce depended on the number of 
seat covers you were willing to take. 
Senator Buttrr. I think things have improved over that. but T do 
ink that there is a deterioration and this committee certainly should 
oive its attention to it. 
Senator Monnonry. Thank you very much for your thoughtful 
starement. , 
We have Senator Dirksen, one of our able colleagues. Would vou 
care to testify ? 


TESTIMONY OF UNITED STATES SENATOR EVERETT DIRKSEN 


Senator Dirksen. Mr. Chairman, will you just note my appearance 
for the record? I have more than an ordinary interest in the matter 
that is before you as a member of the Subcommittee on Monopoly of 
the Judiciary. We held hearings and took a monumental amount of 

stimony on this general subject of what is happening in the auto- 
mobile industry. While it was not an investigation of General 
Motors, it was an exploration of the situation. So we have an abiding 
interest in what aol subcommittee is doing at the present time. 

The subcommittee of Judiciary is preparing to file a report, and we 
expect to meet at a very early date to consider some recommendations. 
To be sure, that was a more diffusive operation, because we were 
dealing with mergers, with the Robinson-Patman Act, the Clavton 
Act. and many others. But we were fully sensitive of all of the prac- 
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ces that obtain in the automobile industry and particula 
jatter of manufacturer-dealer relationships. 

lL had a meeting with some 300 dealers 
Dealers Association met in Washington recently. I try, therefore, t 


Y) myself reasonably current on the subject. al d so I shall folle 


from Illinois when th 


1 | + 
ens here. l understand that t! 


oreat interest What hapy 
1] 


ttee as yet has prepared no bill. 


senatol MONRONEY. We have the cre eral outlines of j 
nit On Which we are working and check io all of the legal cet 
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. ior IWIRKS! I al V1 VO e cons on t Ct 
( a | ul { ry’ nroble i] cle ( ll of 
ievote to 5 | il © tei} 1 ( 
rief presentation to vou committee this morning, 
Senator Monrongy. We appreciat y ve terest I f 
(| vour cooperation with WS. SIT’. 
We have Cor eresshial Rog » 4 f the Oo { St { of ¢ | t 
Mr. Roger oil would like the record to s! ow, Wasa U lahoma-bori 
vouth who wandered out into the mountains and never got out of t] 
He is making a distinguished record in the House. 


We appreciate your concern over little | 


usmess, aS VOu ] ive 
. . . 1 - 
shown in your activities in the House. 


STATEMENT OF BYRON G. ROGERS, REPRESENTATIVE IN CONGRESS 
FROM THE FIRST DISTRICT OF THE STATE OF COLORADO 


Mr. Rogers. Thank you, Mr. Chairman, and members of the com- 
mittee. Not only do I speak in behalf of myself, but I would like the 
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record also to show that the entire Colorado House delegation, 
sisting of the Ilonorable William S. Hill, of the Second District. a 
J. Edgar Chenoweth, of the Third District, and the Honorable Way 
M. Aspinall, of the Fourth District, have authorized me to speak 0 
behalf of the Colorado delegation in the matter that vou now hay 
under consideration. ’ 

I have a prepared statement. 

Senator Monroney. This is a statement not only of Congressmar 
Rogers, but represents the viewpoint of the entire ¢ ‘olorado delegatio 
consisting of about equal division of members of the Democratic a1 
Republican Parties? 

Mr. Rocers. qual division is right. We work together pretty wel 
regardless of political affiliations in our State. , 

Senator Monronry. There the Democratic automobile dealers 
well as Republican automobile dealers are suffering under the prese) 
disturbed conditions in the industry? 

Mr. Rogers. That is right. 

My name is Byron G. Rogers, Representative of the First Distri 
of Colorado, which is the city and county of Denver. Permit me t 
express my appreciation to this committee for the opportunity to pre 
sent the thoughts of the Denver Automobile Dealers Association. 

Now. I will include all of the Colorado Dealers Associations because 
i have a telegram from them, and as I have indicated before, the rest 
of the delegation is in favor of some legislation. 

During adjournment from the Ist to the 2d session of the 84th Con 
cress, it was my privilege to discuss business conditions with the retail 
automobile dealers in my district. When hearings were announced on 
this legislation, I contacted the Denver Automobile Dealers Associa 
tion and asked for comment. Their response to me is as follows: 


In all of the years of the automobile business the authorized new-car dealer in 
Colorado finds himself in the worst position he has ever been in since the begin 
ning of his merchandising career. His inventories of new cars and new trucks 
are at an alltime high and his profits, if any, are at an alltime low. Dealers 
are hysterical to liquidate their stocks and as a result will sell for cost of invoice 
in many cases, and in some cases for less than cost. This condition, if not cor 
rected, will eliminate this type of small-business man from the business field 
and if this be the case the entire economy of the country will be rocked for the 
automobile industry represents such a large percentage of the economy of our 
country. 

This condition has been brought on by the manufacturers of automobiles them 
selves. They have overproduced their products and foreed their cars and trucks 
into the hands of their dealers who have overextended their credit to floor-plan 
these cars and trucks and now find themselves with large stocks and are unable to 
convert them to sales at a profit. Manufacturers have set the wheels of produc- 
tion into operation at a terrific pace without any regard to the retail demand for 
the product and created large surpluses which cannot be absorbed by the buying 
publie 

The factories make their normal profit on each unit produced and put them in 
the hands of their dealers who are forced to liquidate them without a profit and in 
many cases a loss to the dealer. This situation has created the problem of “boot 
legging which means that authorized dealers, loaded with new-car stocks, sell 
them at small or no profit to used-car dealers or auctions which in turn market 
them to the public, at depressed prices without dealer’s warranty and the public 
or ultimate buyer finds himself with no recourse or service or warranty. 

This procedure drives the value of the new car down to an abnormal value and 
in turn drives the value of cars in the hands of the public down to abnormal 
prices which the publie suffers to the extent of millions upon millions of dollars 
in undue depreciation on cars owned by the public. In the last analysis, only 
the buyer who has no car to trade benefits from this procedure, while approxi- 
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ately 95 to 9S percent of the public suffers by unfair depreciation on the « 

hich he owns 

Ford and Chevrolet (General Motors) inp their desire for first place have used 

sas an excuse for their drive and overproduction which has skyrocketed their 

fits and caused their dealers to cut their profit to the bone and wenkened the 
ntire tinancial structure of the new-car dealers Dealers in their desire to 
quidate stocks and pressure from factories for first place and to absorb more 
production have resorted to wild and unethical advertising promotion which is 
isleading to the public and in many causes commits a fraud against the public 

Factories have, in addition, encouraged and promoted blitz selling on behalf 
of dealers. In addition factories have subsidized new dealers by financing their 
operations to Compete with the private capital of the authorized new-car deales 
to promote volume selling. They also have replaced or eliminated sound dealers 
vith new stimulator dealers who are in the business today and gone tomorrow 
Factories seem to be following the policy of production at any expense and 
the publie be damned, as long as factory profits can continue to increase; bonuses 
paid to factory sales and production officials are the only yardstick of the manu- 
facturers and appear to be the only consideration without regard to the dealer 

Installment credit has gone hand in hand with this operation. Little or no 
downpayment with 380 to 48 months on the balance is not unusual but in most 
cases only after mortgage is taken on buyer’s furniture, house, or his soul. Fuac- 
ories say, “Sell at any cost” regardless of collateral or effect on buyer or his 
redit so that dealer can absorb some more production 

This is all made possible by a unilateral sales contract, to new-car dealers 
being only one sided, giving all the obligations to the dealer and all the benefits 

the manufacturer. It gives all the protection to the factory as the dealers 
have been obliged to relinquish all of their rights in signing same. 

Factories reserve right to sell to authorized dealers or any others to whon 
they see fit Dealers have no legal recourse for they have signed away their 
ights in placing their name on dotted line. Dealers when asking factories to 
eliminate bootlegging by requiring authorized dealers not to sell to auctions o1 
used-car outlets are told that Federal trade statutes prevent factories from 
enforcing such a rule. If this be the case legisiation, if necessary, should be 
enacted to prohibit and prevent this practice. 

Investigation of factory sales practices will substantiate facts related herein 
It appears that only solution is by Federal legislation: 

1. Prevent bootlegging practices. 

2. Investigate coercion of dealers by factories. 

3. Outlaw unilateral sales contracts in automobile franchise 

ft. Have laws enacted controlling supply and demand in the automobile in 
dustry. 

5. Prevent manufacturers from charging to dealers, which is passed on to 
the publie, freight charges unexistent or phantom in nature. 

6. Prohibit misieading and fraudulant advertising. 

7. Prevent automobiles from being sold as new in interstate commerce except 
when transported by carrier or rail (not driven in from point to point without 
knowledge of buyer). 

8. Prohibit factories from having any financial interest in retail outlet estab 
lishments. 

9%. Prohibit blitz or forced selling. 

10. Prescribe minimum percentage downpayments and maximum finance con- 


tracts 

Senator Monronry. Thank you very much, Congressman Rogers, 
for your splendid statement and also the comprehensive statement of 
your Denver Automobile Dealers Association. 

Would you say that since the entire Colorado delegation asked to 

associate themselves with your statement, that the Denver Automobile 
Dealers Association is representative of the dealers of the entire State 
of Colorado? 
_ Mr. Rogers. Yes, it is; and it so happens that the president of this 
State association is Mr. R. C. Miller, who is a resident of Grand 
Junction, the Fourth Congressional District, but the statement here 
as presented to me from the Denver group is typical and represents 
the entire State. 
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Mr. Rogers. Yes: parts. 

Senator Monronry. Most of vour cars come from the Kansas City 
or Dallas are; , 

Mr. Rocrers. Yes 

Senator Monroney. But your dealers are charged full rate freight 
es as though those cars were built in Detroit: is that right? 

Mr. Rogers. Yes. There was an adjustment made by the Ford 
Motor Co. around the 1st of February wherein they tried to cut about 
half of this phantom freight off. ) 


+ 


ra 








- ito! Monn NEY There ha been on elimn L101 of that iY 

r reduction that was made in 1954, he vever, pe} lized n 1) 

f Colorado, a t did most parts of Oklahoma, and everyth or Tr 
( rn eof North and South Dakota. Nebr ka. Kansan () i 

l ma 1] Of are Xils pract illy to Thre \f i ] e ON | 
paid) ore for then cal ifter the freioht vdyusti ent wa cle 


Now they have pulled that line in so there will be some benefits fro1 

e reduction of the amounts of phantom freight, but it is still 
tence even with this adjustment. 

Mr. Rogers. That is meht. 

Senator Monroney. We are oO} iteful to you for taki Yr VO fime 


i¢ hefore t 1 committee and Give u the benefit oT yvoul t | 





Mr. Rogers. Thank you, Mr. Chairman, and members of tl 


N Mex a o the Auto bile Market a Subp ynmMitter 
{i 
noint of New Me . e dealers, the ] zs held 
itt nd e OV M ioney Heol I 311 ( illv n 
v th ened the entire industry The 175 dealers in MM , 
1 that I express thei pp n directly te 
| rn eased to offer a statement by the pre dent he Ne Mex A } 
hile Dealers for the record today I might add that I ta ad te I \ 
‘ . ecame to Washington f the NADA f I el l 
ivé ] ) ible IS \ 1 
i »>SuMpoOrt the committe eomme | l to the S« Lt 
Sincere 
DENNIS ( 
ecataniierninaii 
DENNIS CHAVEZ 
f huild Ei 
Washington, D. C 
d you have been invited to appear before Senator M«: 
ee regarding his committee’s inquiries into conditions in the automotive 
istry Sincerely hope you will appear before Senator Monroney’s con 
ttee and encourage legislation we need so much in our industry the needed 
tion has been presented by our national association, NADA, afte ire 
ew of the dealer’s needs on behalf of every dealer in New Mexico and 
lly myself personally, thanks sincerely for your help 
Regard 
Ei, das. 
HH DENNIS ( EZ 
Nenate Office Buildina, 


Washington, D.C 


New Mexico’s automobile dealers are united in support and endorsement of 
the National Automobile Dealers Association program which seeks passage of 
permissive legislation to control new-car bootlegging. Our dealers subscribe 


hanimously to the passage of legislation to outlaw phantom-freight charges by 
tnufacturers which practice is prejudicial to the public interest. 


\ll dealers in complete accord with the passage of legislation to bring about 
sreater degree of mutuality in franchise agreements and to make t possible 

ran individual New Mexico dealer to have his “day in court f occasion 
quires Survey of New Mexico's dealers by ou State association headquarters 
ites dealers feel continuatio if liberalization policies announced | manu 


rers is not guaranteed for with a change in management there n mi 
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a reversal of policy overnight. It has happened in the past It can happen ag 
Only the legislative course sponsored by NADA can give dealers lasting pr 
tion 


Respectfully request your ardent advocacy of the NADA program before 


Ray S. DARWIN, 
President, New Mexico Automotive Dealers Associatio) 


We have a letter from Senator John Stennis, Senator from Miss 


to the subcommittee: 


I appreciate very much your notice of the hearings scheduled for today 


tomorrow and, whereas I do not wish to testify, I would like very much to } 
a letter I received from Mr. W. R. Piggott, president, Meridian Franchised Ni 
Car Dealers Association, Meridian, Miss., inserted in the record 


There follows a rather long letter outlining the attitude of 
Meridian Franchised New Car Dealers Association which will 
pl inted in the record at this point. 

(‘The letter referred to above 1s as follows | 


Senator JoHn C. STENNIS, 
Capitol Building, Washington, D.C. 
DEAR SENATOR STENNIS: First, we would like to thank you for giving us 
few minutes of your time recently, when we met with you at the Merid 


Secondly, we would like to apologize for not writing this letter sooner, bu 
pressing problems such as the holidays and year-end closing delayed this letter 
Senator, we were very impressed by your statement at the airport which, 
substance, was that vou favored no one group in any problem that came up, b 
' tried to act in the public interest. We believe that the entire economy 
of the United States is directly geared to the automobile industry. Millions 
are employed, either directly or indirectly, by it, and our whole economic foun 

tion rests upon this great enterprise. 

We will attempt to enumerate some of the greatest problems that confront 
our industry at this time—problems that must be corrected at a very early date 
if we are to avert disaster 

1. Inadequate factory-dealer selling agreements—always worded in favo1 
the manufacturer and not the dealer; cancellation privilege by manufacture 
short duration of selling agreement. 

‘Phantom freight” charges by all manufacturers—charges levied by manu- 
facturer on dealers for transporting of automobiles for a much greater amount 
than the actual amount incurred—sometimes as much as $100 on one car; these 
charges are passed on to the consumers, who pay millions each year. 

3. Automobile “bootlegging’—selling of new cars by used car dealers at dis- 
counted prices; cars frequently are not really new; used car dealers seldom 
in a position to back up his guarantee to the retail purchaser: used car dealer 
with very little investment involved, able to compete and undersell franchised 
dealer who has tens of thousands of dollars involved. 

$. Overproduction, prebably the greatest problem of all; the greatest exam- 
ple—the dog-eat-dog fight between Ford and Chevrolet for first place which 

as forced dealers of both makes to take cars they cannot sell at a profit or on 
sound credit terms; a very high percentage of dealers have gone out of business 
and lost every dollar of their investment, because they could not cope with the 
problem; this has also taken the form of not only receiving more cars than 
ordered by a dealer, but incorrect colors, body styles, and models. 

5. Unfair and unreasonable Federal taxes imposed—the automobile is the 
greatest taxed commodity on the market: big problem here, and one that can be 
remedied easily is the 10 percent Federal excise tax imposed on automobiles. 
This tax has been increased from 7 percent to 10 percent on a temporary basis. 

We were assured that this tax would be reduced—it is unfair and unfounded 
even at 7 percent, and is a disgrace to our great industry at 10 percent; other 
taxes take hidden forms which we are all aware of 

Senator, we have listed just a few of our problems. There are many more, 
but these are foremost. Don't misunderstand us, we don’t want this or any 





\\ 


Government 
automobile marketing climate 





t » 
bit 


co 


LOMOBILE 


led by 
basi wept of American 


mtrol is not 


MARKETING PRACTICES 05D 


ry l 
\ Is ilit 


Such a theo 
taxpaye 


the Government 
and most 


businessme! 
Dealers want a hea 


reasonable security for the 
They want to keep 


ie} 
‘ 


the objective 
They want 
invested in his business 





e 
minds of doll: each one has 
verchandising of iutomobiles and trucks at the highest level pos 

o» be partne With the manufacturers. They recognize that they must 
the respect of » manufacturer and that the manufacturer must also earn 
respect of the dealer. Dealers want to operate their businesses in an atmos 

re that is completely free from fear 

will appre your interest, assistance, and Cooperatiol 
Very truly yours, 
MERIDIAN FRANCHISED NEW CAR DEALERS ASSO 
W. R. Piccotr, President 
Don E. CHAMBLI Secretary-Treasurer 
senatol \MIONRONEY. I have a letter from Congressman Cleveland 


Bailey. of West Virginia, to the subcommittee. 


Phe letter referred to is as tollows:) 





\. S. MONR 
he nan. Subcommittee or tutomobile Marketi Pr 
Senate Office Building, Washington, D. ¢ 
I) SENATOR “MIKE”: It was nice of you to write me under date of February 
illing my attention to the hearing your subcommittee is holding on aut 
e marketing practices 
Phe is widespread interest on the part of the people in this investigation 
‘ few dealers throughout my territory have written me and a vast ma 
v are in favor of some kind of Government regulations. They appear to be 
e concerned on the question of a stable contract as against the present practice 
f dealership which fails to legally bind the manufacturer. 
I would like to appear before your subcommittee if time will permit, and if not, 
hall file a brief before your hearings close. 
Sincerely yours, 
CLEVELAND M, BAILE’ 
Senator Monroney. I have a letter from Senator A. Willis Rober 
of Virginia to the subcommittee. 


(‘The letter is as follows:) 


other words, each dealer should be given the privile 
umber of cars he thinks he can handle and the manufacturer should not ship to 
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S. MikE 
awriian, 


Conn 


AR MIKI 
indpoint of 
ea great help to them if in the futur 
on them to receive more cars than they feel they could sell at a fair profi 


MONRONEY, 


nite ( 


Replying to your letter of February 29 will say 


Virginia dealers with whom 


number 
dealers twice the normal inventory of new and unsold cars 
the market could 


jutomohile Marketing Practices, 


and Fore ign Commeree, 
Washington, D. C. 


bcomnriittee on 
on Interstate 
that from the 


i Ntafes Nenate. 
would 


I have discussed the matter it 
uld not put pressure 


li 


of deciding for himself the 


a manufacturer wi 


i cars than he orders. 
Notwithstanding what any manufacturer may have testified before your sub- 
tee on this subject, the fact remains that in producing in 1955 an unpre 


of automobiles, the manufacturers created in the hands of 
And it has 


in no small part the surplus of production over what 
dealers to suffer such 


sorb at 


normal retail 


prices which has caused many 


heavy losses, 
With best wishes, I am 
Sincerely yours, 
A. WILLIS ROBERTSON 


Senator Monroney. I have a letter to the subcommittee from \ 


Charles S. Gubser of the 10th District of California. 








ih ATITOMORIL MARKETIN(¢ PRACTI( 


I> Nl N ] h « se ntac ith automobile dealers 
I he c usion that almost to a man 
essed f reed b he \ NS ifacturers the epre 
I it unprofitable di ) 

t | I f I l tle S essmen facing 

r he uf ¢ i 

i e autome e busine and industry ¢a d 

f mic ors our Nation, one lu 

1 ce ‘ by ) ea my allied cratts 

| 7 fie ‘ mY nee ] 1 ne erga 

1 pr nm which might we jeopardize « 

I I pre ( I ment were le a part of the record 0 

CHA } S. GURBSEI 


] NI NRONEY. I ha e § lette) from Congressman Jamie | 


t i 
VW tt ~ trom ti Second District of M ippl, to the ubcommit 
I | a) 
4. S. MIKE M NEY 
("j man Subcom ttee o iatomol vVarketing Practice g, 
rt mimerce Co) nitt 
tte Office Build gq. Washington, D.C 
I ec vour invitati to stifv or file state ! 
ppreci { invitat and enclose cop 
g 1S57, a ng with t subject, which I introduced in this session 
| I Dp ed on the b of m } 
‘ ‘) 1? ‘ ) l¢ 
v1 hin { he fioo nen the tf \ 
Iv } { ‘ { 1 sStatemen om 
| } | é l } I am * I 
he d er to } ) t mself n the manufact 
] ( tter by penaliziz he re il dealer for so-called b 
g P ful r power in the hands of the manufacturs 
\ for the de er to prote hi iSé f 
} note that the bill which T have introduced the provisions of the 
( \ { t Act would be included in connection with the proposed amet 
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er proof 
; Cs d enable the dealer to protect himself, and would prevent the 
I ral Government from taking on the job of regulating or supervising manu- 
f turer-dealer relationships. 
Thank 1 for your courteous request and with best wishes, I am 
Sincere yours 


JAMIE L. WHITTEN, Member of Congress. 
S tor Monronery. We will include in the record, the bill H. R. 
ST introduced January 10, 1955, by Congressman Whitten and also 
e oO] the floor of the House. page 6947 of the Record. 


n rete red to is as follows: ) 
































AUTOMOBILI MIARKETIN( I ACTICES er 
[H. R. 1857, 84th Cong Ist 
BI f ; Cert ! r trade practices, and f ther post 
eC) ted bu the Senate and House of Representatives of the ¢ 
| erica in Conoress assembled, That Publie Law 212, Sixty-t lird Cong? 
Ving sectiol ; be amended by adding the following subsections 
"oe ‘ I hall be deemed an unfair trade practice and against the 
interest for any person engaged Im commerce I COnection With the gi 
nv franel or distribution right to demand any contract or other agi 
vith anv retail dealer requiring such dealer to accept goods, wares, me 
( macl inery, supplies, or other commodities not ordered by such retal 
» The withdrawal by any person enga in commerce of any tf ! 
bution hts of any ret ( er because of f ire to order o ( 
‘ WV ‘ rder any goods ares, machinery, supple } her I 
é ¢ S need detern ed by such retail dealer shall be \ 
I I ( é Re rd, M ~ 4 
I i AD by s 
\I W fen a ed and is given permissit to exte 
nthe RECORD 
W \ NI rs yie ike Or Wednesda I oO I nity 
Mod, which is as fe \ 
[ reted, ete lh Pui Law 212. Gad ¢ ners f< Wing 
dead by adding ‘ ollowilt ubsectic y 
i It shalt be deem ! ufair trade practice ( iinst the pu 
te lnv person engaged in comn ce in conne m wit ‘ 
nehise or distribution right to d ind \ tra wit] 
equiring such dealer to aecept goods, wares, merchandise, machinery 
‘ othe on odities not ord ad hy wh reta «le lé : 
vitnal Wi Dv ih person eneaced Mm mmmerce oO ny i 
uti rights of anv retail dealer because of failure to order or f 
é yviti e! } Oc VW re I ( Lhieé \ Sup] t Or Thhé ( 
{ I eed as deter ined \ uch retail deater shall be unlaw 
I s aks for itself, but I w d like to diseuss the basi n wl i 
e! ch measu 
| ent months I have notice that most of the larger Itomohi ( 
have den tatements to the effect that 195: is one of the ere , 
obile manutacturers have had The total number « I prod ed 
een stressed in such articles At the time these releases were } le to 
s, several months into 1 4, I learned that on River Road in this ar t} 
ere in storage more than 3806 new 1953 models of one of the re po} 
KES OL Cars At the sam time there were approximat vy 170 new 1853 
n storage in sight of the Capitol, the product of anothe aio 
f automobiles which also makes many other appliances and equip! ! 
\ ite s Mare! of this vear the local dealers carried j Washin 
ertisement of 132 brandnew models of still another popular mal} of 
tomobile at a discount of S720 to S1,980 below list price Phese occurre 
Ppened well into the vear 1954+ and at a time when these statements wet 
I ce oO the press by the manutacturers 
1 do not know why local retailers had that carrvover of new cars It 
e local distributors or retail dealers bo ht the ears at dis , { j 
e@ } ased with the situation, but it did call to mv mind the s iit 
existed in the 1930’s. Not that the present situation is too bad, but I do believe 
( enough evidence at present to warrant the Congress to act ‘ 
hat happened in the late 1920's and early thirties 
\t that time several of the larger manufacturers of automohil wl) 
egan to get tight, insisted that their loeal retail deale rder a 
nv, many months in advance and take manv more ears than the ed o 
eded, or could sell profitably. These advance orders had to it 
units of antomobiles, for which there was no market in 1 1 
(rie 1 he majo. manufacturers ¢ i broke every one « his de 
I knew, int State in that period by loading on such de; 
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not sell at reasonable terms: and all the assets of 
were pulled into the manufacturing company in Michigan and the 
went into bankruptcy The manufacturer remained strong finan 
Later I in opportunity to study the dealer contracts. Under the 
t ts ; | recall, the dealer was given a franchise to sell the 1 
s products in a particular area But this does not mean an exeli 











1] Fhe manufacturer only contracted to deliver to no one ex 
with the franchise in that area, Phat one little right was all 
ontract from being unilateral. Otherwise the contract was one 

fay f the manufacturer As I recall, the company did not guara 
Ss ‘ nit, but the dealer had to agree to accept units and to ord 
a year in advance, all for the protection of the manufacturer 
Ata t e when extra large automobiles had no market at all in my 
s had to take heavy units of such automobiles in order to get any ca 
! s had disastrous effects and as I say, in the case of one major 
broke all retail dealers in Mississippi of whom I knew. That 
tiled generally over the country It is my understanding such cor 
et hanged in any substantial wa nee that time 
have been the Congress I ve had occasion to try to help ad 
Wel ( ‘ 1] distribut f one of the ma rs 
! france] Ww I he compat thre tened Oo 4 
Vi is not tted, from a study of the facts it was appare! 
s were being canceled, primarily, because such dealers would not g 
put up a type or expensive lildit in a new location as it 
| he manufacture Doubtless the same situation has existed in 
Ir. Speaker, I Kk Ww that no major compar sets out to ruin the reta 
judging the past, should conditions get tight to the point 
Der ‘Sa question as to who is going he pressed financially, under the 
contract which most local distributors have the man placed in fi 
st is going to be the retail dealer or distributor: and this will be hn 
by the manufacturer under present contracts Che dealer’s francl 
aking a living and under pressure from the manufacturer he 
er well in adva »even though he is not guaranteed the delivery of a 
Phen with hope that his condition will improve he will vield to pre 
well in advance, even when there is no market for such product in h 
ry Dy e past | will accept large units, with little or no mark 
r to get what he thinks he can sell \ll of this is a part of a pack 
d I d he manufactur 
I if ns | ive r to ] l l i need for ce reSsSl1ol 1< 
I know about It ent months other complaints at practice 
dustry have heen pointed Dp House Joint Resolution 484 
in Crum] ker. Also, as early as 1939, the Federal Trade Commis 
House Document No. 468, 76th Congress, Ist session, after exhaustive he 
} followit re mmendations: 
yomend that present unfair practices be abated to the end 
a) less restriction upon the management of their own enterpr 
‘ t requirements and shipments of cars based upon mutual agreemet 
table liquidation in the event of contract termination by the mar 
r> (a) « ’ i 0 the mutual rights and obligations of 
rs al t] uding specific provision that the conti 
cont ied f unless terminated by breach of reasona! 
recited ther 
ly ision, Mr. Speaker, may I point out that by section 4 of Publie Li 
; 63d Congres which my bill would amend, any individual whe 
jiyye or threatened with injury by actions which I would make ag: 
( i st, is anthorized to go into the Federal Court and obtain 
j t 1 to prevent the action from being taken 
Seve Stat ] e ed to meet this problem in recent years, notal 
Island, where manufacturers must qualify with a State agency to 
sines n the State and the State can then cancel the right of such man 
r to do b ness in the State if they do the things prohibited under n 
| 
] statute to the attention of friends in the legislature of my Sta 
Missi ppi. In recent weeks the State legislature has passed such a measm 





ne wav to meet the issue. of course However, T hope this Congres 
! 1 | { b S Now i the time, in advance of trouble. 
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Che bill which I have introduced is not unfair, and it will 


give mi ‘ 
protection to retail dealers and distributors. It will let those in an i 
newhat ride together as against the manufacturer being able to iu 
rv dollar out of the distributor so as to maintain the home comp 
ng financial condition I hope the committee will see fit to 


ings on this measure and that the Congress will pass if 
Senator Monroney. We will put m the record at this point for t 
formation of the subcommittee and the public all of the bills dealing 
th automobile marketing practice and proposed leg | 


sting corrections for the adine how pena ne in bot] Ch) 1] 


senate. 

These bills will be carefully studied by the committee and thy 
send ivor to find proper legislative remedies for the difficult 

the industry that have been testified to before th 
rhe bills referred to above are compiled in the sul 

dix, p. 1206.) 

Senator Monronety. We have telegrams to the sub itt ] 





LO | I OULLITLit ! 
rious automobile AUSSOCLATIO 
Phe telegram referred to are s follow ) 
1 . , 
r A S. M ONEY 
Nenate Office Build 
Washington, D.C 
e membership of this assocition heartily endorses the testimony of A¢ 
I relative to the inequitable relationship between manufacturers i ( 
egging and phantom freight particularly obnoxious ft ill deals 
however, divided on phantom freight Committee i ( 
Senator Magnuson is definitely in accord witl king in 
testimony clearly stated the problem 
rep Ky 
Vanane P. Washinoton State tuto Dealers Ass 
Ky \ 2& OD 
\. S. Mike Monroney, 
tte O e Building. 
Washington, D.C 
Michigan Automobile Dealers Association held an ‘ ve comm ( 
February 20 and requested that I advise you that we are in full a | 
present program that Admiral Fred Bell, executive vice president of NADA 
1 officers are presenting to the Senate Commerce Subcon te n Au 


e Marketing Practices. The Michigan Automobile Dealers Associat 


ce to advise this committee that if we can be of any as tance, at al f 
1 be more than happ oO serve 
Giinert L. HALEY 
Prec itive Vice Pre side nt, Vichigan Automob / fers i 


J \ 
\. S. Mike MONRONEY, 
Nenate Office Building, 
Washington, D. ¢ 
In pec Ineeting todav the Albuaue rque New Car and 7 wel De el 
ition, after scrutiny of text, unanimou endorsed ti staten | 
\dmiral Bell, executive vice president of NADA, on Januar 20 before 


Senate Subcommittee Investigating Automobile 


Marketing Practice ID 
| 


vers of the association specitically favor territory allocation 





en 


KNOx CONVERSI P 








Cy itor A. S [ik Ii NEY 
Senate & ommittee Auto Marketing Practice, 
Senate Office bu AnD W s Hwgto 7. « 


We wholeheartedly endorse the NADA testimony of Fred Bell on January 2 


Opini ( | dealers divided on question of territory security. Ifforts 


HENRY EISENHAUT 
Eerecutive Vice Preside nt, 


b 10 ind Li ng Lstanda Lulomo ile De tlers Assocwtron 
NUARY 2 Ld! 
‘ 1. I M Vin EY 
Q e Offi Buildine Vashinaton, D. ¢ 
We endorse 100 percent the testimony given by Adm. Frederick J. Bell, exe 
ice president of National Automobile Dealers Association, before Unité 
States Senate Subcor ittee Studying Automobile Marketing Practices We 
: r appreciation your commmittee for its fine work in trying to bi 
orkable contract between manutacturers and dealers 
Ow oro Ciry DEALERS ASSOCIATION OF OWENSBORO, KY 
}1 p lent 
BINGHAMT IN. & j 19 
S A Ss ILIKE M c 
V4 Hi) tor D. ¢ 
Our 14 | franchised new-car dealers solidly support Admiral Bell’s NADA 
W DELL H. MILLE! 
esid t, Reta { ( ol DD ers Council 
Chamber of Commerce 
JANUARY 23, 195 
C r A. S. Mike Mo NEY 
Washingto? i. 
The franchised automobile dealers of Otero and Lincoln Counties, N. Mex 
S » HaAVISE hat we give I support to the testimony given before yo 
( mittee by Adm. Fred Beli as spokesman for NADA We also are in f 
support truth of labeling” legislation as recently proposed, bootlegging ¢« 
omobiles, phantom freight, and other unethical practices have for many 
ears been costly to both franchise dealers and general public Your con 
ttee has given us great encouragement in considering legislation to correct 
( sf nethic practices, Our organization wishes to congratulate 
com! e on the stand you have taken to correct the inequities in our 
ndustry In a meeting today we voted unanimously to forward to you th 
f } } 
Ces om, & Ai bin 


OTERO AND LINCOLN COUNTIES FRANCHISED 
AUTOMOBILE DEALERS ASSOCIATION, 
SACI MENTO Moror Co 


JANUARY 24, 1956 


Washington, D.C 
Congratulations for constructive step forward regarding auto factory dealer 
relations the entire membership of the Syracuse Automobile Dealers Associa- 
mn, Which embraces Onondaga County, supports Fred Bell’s testimony regard 
ing these problems. A less dictatorial and much more equitable relationship can 
be established in the interest of small business and for the present and 
future good of the public this problem strikes the very heart of the economy of 


ountry because of the importance of the automobile industr; Straighten 





it will be a great publie service 
STUART C, BALLARD, 
Rrecutive Vice President, Syracuse Automobile Dealers Association. 
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| Ss 


d you nmittee on the forthright factual approach y 
‘ s u prob racing the legitimate retall aute 
| lenle e beil virtually forced into bankrupt 
n svste We urge ir assistance in solving the pr 
ALFRED W. KAHI 
| P s ] {utomod Dealers Associat 
JANUARY 26, 1 
Y 
Dd). ¢ 
\ iv Automobile Marl 
! sure L we npletely support the testimo! 
SANTA Rosa A »& 7 CK DEALERS ASSOCIA 
D> ) 
J ANT XY 29 
ey 
Be ( dal I ?—O, 1956 fo. M ome com! 
4) \ = 1) Rs ASSOCTAT 
r C4 ' / wy Nt t () \ 
J UARY 2 
\ 
Washington, D. ¢ 
} {¢ ¢ e t rs of S = it ? subscribe t¢ At 
ong l oO gress to date Committee's 
( ) 1 in the erest oO the p yblems presently 
l a ( l l nship and automobviie retailing 
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\ \ {UTOMO E DEALERS 
IN J a Vice ] 
T ~T » 
J RY 23 
\I 
JT) / 
e new s of Buffalo ar ] Count a 
ed by NADA’s |] d Be before \ ! 
SUT ‘ ( vrat tions vour c¢ } {tee 
l ear s connect wit I dustry 
present study plus f 
\ ¢ g é \ S I S Ing ec 
= i it I SiS enerai 
EDWARD E, TUNMORE, 
ee 10 A Dealers Association. 1) 
JANUARY 24, 1956 
M ¥ 
Wy shinaton dD (y 
issociation presents 9O percent of the new-car dealers 
f northern California and on behalf of those dealers we exte! 
mmendation to your committee studying automobile marketi: 
assured that we are solidly behind NADA and support 
h Vin Pre There n iv be some differences of opinior 
\ ih but all dealers recognize the evils attendant 
‘ling. Again our thanks and congratulations, 
Morris J. LANpDY, 
t, Northern California Motor ( 
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\. S. MIKE MONRONEY, 


Washington, D. ¢ 
sh to lend our strong support to testimony 


by NADA and advise our appreciation of your 


Wi 
e earetul 


GEORGE T 


President, Roseville, 


\ S. MIKE MONRONEY, 
Washinaton, D.C 
an Srr: The new-ear dealers of San 


As revealed by 


practices 





e studying automobile retailing 
ssing questionnaire, bad practices promoted by overproduction d 
need correction if the retail dealer is to survive We commend 
eir presentation to you of our side of the story. We consider Adm 
ir most competent spokesman 
ks and regards. 
Very truly yours, 
: ALBERT IX. SCHLESIN 
President Moto Dea { tion of Sar ( 
JANUARY 24 
\. S. Mik MONRONEY, 
Washington, D.C 
ir and agree with NADA testimony g Iredet Le 
W. DecKk TI 
President, Spartansbury, Franchise Auto 
JANUARY 24 
A. S. Mixer Monroney, 
Washinoaton, D.C 
i RABLE SENATOR: Over 90 percent of enfranchised deal of 1 
es of Kansas are in full support of Adm. Frederick J. Bell's 
the Senate Commerce Subcommittee on Automobile Marketing | 
territory security. Dealers of Kansas in recent survey voted 75 ] 
ory security and 25 percent against territory security inf 
f Kansas are grateful > members of your commiitee in 
gy on automobile marketing practices, the outcome of whic! 
can remain in business and show a profit in the futu 
KANSAS Moror CAR DEALERS ASSo« 
Roscok HAmpric, Secretary Ae 
J UARY 2 
\. S. Mike Monroney, 
Washington, D. C0 
New Mexico Automobile Dealers Association, representing the 
r dealers of the State, endorses completely the testimony C1 
Imiral Bell before the Senate Commerce Subcommittee on Auto 
g Practices as a comprehensive statement of the situation con 
vehicle retailing industry On the subject of territory s 
ts a division of thought; however, a fair majority favors territory 
Respectfully, 
WItrtAmM RaAnp 
{ss 


General Manager of New Mexico Automotive Declers 


Francisco salute you and 


\ 


now being presente ( 


Calif., {utomobile Dealers Assor 


our 


id 


/ 


N 
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tion, 


AD) 
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Bel 
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JANUARY 23, 195+ 
Senator A. S. Mike Monroney, 
Washinuton, D. C.: 


The franchised automobile dealers of South Carolina are in full accord witl 
the program of NADA and the testimony given by Frederick J. Bell, executiy 


ce president, NADA, before you January 20 with the exception there is som 
ai n question of territory security, but majority favor its revival. Effor 
on your part in behalf of dealers appreciated. We earnestly request favorabl 
consideration and enactment of the NADA progran 


W. T. Rose, President 


South Carolina Auto Dealers Associat 


Senator A. S. Mike MoNRONEY, 
Washington, D. C.: 
In behalf of the Texas Automotive Dealers Association, representing the ma 
jority of the authorized new car dealers in Texas, I voice our agreement with 
testimony presented before your subcommittee by Frederick J. Bell, execu 
vice president of the National Automobile Dealers Association. An equit 
able selling agreement between the manufacture and the dealer is essential 
the well-being of the entire automotive industry, the cornerstone of America 


Your clear understanding of the gravity of the problem, and your committee's 
umitment to finding a solution to bootleggi phantom freig 
er of the evils that plague this vital industry, ar Ly 


e sincerely appreciated 
by the membership of this association 





Tom J. Crooks 
Vanager, Teras Automotive Dealers Associat 


JANUARY 21, 1956. 


Vashington, D. C 


As manager of the largest State automobile retailing dealer group in America 
the past 50 years and representing approximately 95 percent of the new 
( ers in Pennsylvania, I endorse to the fullest extent the testimony by 
NADA executive vice president, Adm. Fred J. Bell, before your committee. 
Pennsylvania dealers are naturally sharply divided on the territory security 
question but favor the elimination of phantom freight and bootlegging. C 
formation of my statement can be obtained from the returns from the aut 
nobile dealers compiled in your report on the Subcommittee on Automobilk 
Marketing Practices. 
The independent retail merchant is fast becoming a vanishing Indian and 
he survival of the few independent retail merchants on Main Street in the 
verage community of America and the welfare of the national economy de 
pend upon more equitable relations between manufacturer and dealer which 
t some extent can be obtained through an equitable sales agreement but 
heyond this there must be developed a spirit of mutual trust else legislative 
will be our only recourse, 
C. S. Krven, General Manacer. 
Pennsulvania Automotive Association. Harrisburg, 


JANUARY 26, 1956 
Senator A. S. MikE MonrRONeEY, 
Washington, D.C.: 

On behalf of Minnesota Automobile Dealers Association representing 1,100 
franchised dealers, may we express our unqualified support of Admiral Bell's 
testimony before your subcommittee. We say with all possible conviction that 
the answers to your excellent questionnaire corroborate his statements far 


better than anv words of ours Dealers in Minnesota and everywhere need 
help soon-——before it is too late to correct evils of bootlegging and phantom 
freight It is our hope that spotlight of publicity plus American sense of fait 


lay Ww clear away present glaring inequities, but if those two powerful 
] I I I 
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ences fail to correct present desperate position of franchised deal we 
nust look to congressional dealers such as yourself to make the relationship 
ween dealer and manufacturer a true two-way street 
| he hopes and prayers of franchised dealers everywhere are wit! u 
irings anead. 


Vinnesota Auto Dealers <A ciation, Minnea} _ Mir 


A. S. Mrke Monro» 


Washington, D. ¢ 
Motor Car Dealers Association of Southern Catifornia and the Los Ange 
Moter Car Dealers Association heartily endorse the stand and testimony of 
rederi J sell before your subcommittee last week The te 
on provision cannot, we feel, be settled by legislation and in this territory 
le ‘rs are split on this subject alone about 50-50. Regards, 
CHARLES H. ELMENDORF, 
i t Ne [ 
Motor Car Dealers Associat 1 Of Southern ¢ 


\. S. Mike Monre 


Washington, D ( 


Lansing Automobile Dealers Association, 22 members strong, sincerely 
uk you, Senator, for the outstanding job you have done date As ¢ 
Senate subcommittee investigating automobile marketing practices 
ish to congratulate you for the knowledge you have f dealer problems as 


+ 1j iy . } 
ated mm your great speech 1 ade 


‘ mary 31 
We feel confident that you and other members of your comm 
oundwork that will result in fair and equitable relations between automobile 


le: sand their factories. We have read testimony given before your co) ittee 


efore our NADA convention in W 


ittee are laying the 


able association manager, Admiral Bell, and we wan u to know that 
d 100 percent behind him in his fair, honest, and straight 


ogram to correct gross inequities between the manufacturers and the great 
f dealers that seil and service their passenger cars and trucks 

We respectfully ask that you follow through on this importa job m i 

statute is passed by Congress that will guarantee equal treatment before 


of justice to dealers as well as to factory 


LANSING AUTOMOBILE DEALERS ASSOCTA 


senator A. S. MIKE MONRONEY, 
Washington, D. C.: 
We are in full support of NADA testimony as given by Admiral Bell. King 
County dealers are divided on territory security 
Ray Cot 
Vice President, King County Auto Dealers Associat 


JANUARY 26, 1956. 
r A. S. MIKE MONRONEY, 
Washington, D. C.: 
We are in full accord and support of Mr. Be 
Skagit County AUTOMOBILE DrALers AS 


t 


}’ ¢ YOYIY 
iS testimo 
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WATERTOWN, N. Y., January 27, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 


Our association in full accord and support NADA testimony as given by Be 
WATERTOWN AUTO DEALERS ASSOCIAT! 


Senator A. S. MIKE MONRONFYy, 
Washington, D. C.: 
Member of our association appreciate fair conduct of hearings by your 
mittee and are in complete agreement with testimony of Admiral Bell of Nati 
Automobile Dealers Association 


JANUARY 26, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C. 

Dear SENATOR: The undersigned, representing 13 new car dealerships, want 
you to know that we fully support the testimony of Frederick J. Bell for NADA. 
Territory protection is vital to our future. 

WALLA WALLA AUTO DEALERS ASSOCIATION 
Mac Moort 


Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 
Walla Walla New Car Dealers Association in full support of NADA testimony 
by Admiral Bell. Walla Walla dealers also unanimously favor territory security 
WALLA WALLA NEw CAR DEALERS ASSOCIATION. 


JANUARY 25, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 

The Schenectady New Car Dealers Association at a meeting today voted 
unanimously that they are in full support of NADA testimony as given by Bell. 
We also urge that necessary steps be taken toward the return of territorial 
security in dealers contract with subsequent penalties for violation. 





SCHENECTADY New Car DEALERS ASSOCIATION. 


JANUARY 28, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 

We wholeheartedly support any NADA President Bell’s position regarding 
bootlegging. This scavenger practice has created crisis in the automobile busi- 
ness by undermining finances and prestige of the franchised new-car dealer. We 
need your help. 

SURBANK, CALIF., NEW CAR DEALERS ASSOCIATION, 


EUREKA, CALIF., January 26, 195 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 
We wish to advise you of our gratitude for your interest in our national auto- 
mobile problems and NADA’s presentation. 
HuMBoLpt County Motor CAR DEALERS ASSOCIATION, 
WALLACE D. Pratt, Secretary. 
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OROVILLE, CALIF., January 25, 195 
Senator A. S. MIKE MONRONEY, 
Waashington, D. ¢ 
We wish to commend you and your committee covering your committee’s work 
nn automobile marketing practices along with the work of the NADA. We urge 
uu to keep up the good work. 
OROVILLE AUTO DEALERS ASSOCIATION 


JANUARY 26, 195¢ 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 

Chis association with 100 percent attendance voted in favor of territory secu 
rity. Bootlegging in our territory is rampant and the public is being fleeced in 
so many ways that this dealer body thinks our Government should take action 
forthwith. We will appreciate your influence in correcting this situation. 

OWENSBORO AUTOMOBILE DEALERS ASSOCIATI: 


FEBRUARY 9, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 
We believe Frederick J. Bell has presented the case for the automobile dealers 
a most sincere, honest, and intelligent manner. We heartily endorse recom- 
mendations he has made to your committee and we believe their fulfillment wi 
serve the public, the manufacturer, and the dealer to the greatest extent. 
SCRANTON NEW CAR DEALERS ASSOCIATION 





Senator MonrRONEY. We have telegrams from various automobit 
cd alers. 
(The telegrams are as follows:) 


JANUARY 26, 190 
UNITED STATES SENATOR A. S. MIKE MONRONEY, 
Washington, D. C.: 

We are in full support of NADA testimony given your committee on January 20 
The great automobile business with the greatest of potentialities is falling apart 
due to overproduction, bootlegging, and no dealer security I have been a dealer 
for one make for 30 years with investment of over $200,000,, have won most all 
top awards as being a top dealer. Dealers of same muke come from 65 mil 
away with cutthroat tactics and unethical advertising, some dealers of same 
make with small investments hire salesmen living in my city which is certainly 

nethical competition. We feel that our business must have your assistance in 
order to survive. . 

CLARKE Moror Co., 
J. H. CLARKE. 


JANUARY 26, 1956 
Senator A, S. MONRONEY, 
Washington, D. C.: 
I am against territory security because I am a small dealer in the country and 
would have protection on only about 25 sales per year. 
FARMERS CHEVROLET Co., IN¢ 
T. J. PENDARVIS, President 


JANUARY 21, 1956 
Senator A. S. MIKE MONRONEY, 
Senate Office Building, Washington, D. C.: 

We strongly support Fred Bell’s NADA testimony before Subcommittee on 
Automobile Marketing Practices. We also feel necessity for territorial security 
Our future and the public’s interest depends on actions resulting from your cur 
rent investigation. 

FARMINGTON Motor Co 
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JANUARY 2], 1956 
(hall an MIKI \MIONRONEY, | 


tte Office Buildina.: 
Please give serious consideration to legislation recommended by Admiral Br 
i | <ed we recommend its adoption 
FRANK SHAVER PONTIAC INC., 
Kast Chicago, Ind 


JANUARY 23, 1956 


I am in full support of NADA’s test ny as given by Adm. Frederick J. Bell o1 


\ \ Ix ly ri l ( 
ed States Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
We are in full support of NADA testimony as given by Fred Bell, January 20, 
Howarp Epwares Motors, INC. 
JANUARY 23, 1956. 
Che Honorable A. S. Mike MONRONEY, 
Washington, D.C 
Luna County, N. Mex., automobile dealers endorse without qualification testi 
my resented before S« nate Commerce Subcommittee on Automobile Marketing 
‘tices by Fred Bell, NADA Also favor territory security Thanks for your 
‘ ’ 
BREM CHEVROLET Co., 
HLIAMILTON MoToOR CO., 
LDEMIN Moror Co., 
Norwoop Morvrors, 
SUNLAND SALES AND SERVICE 
JANUARY 22, 1956. 
c 4 SM 1 
} Hi ym, D. ¢ 
We unqualifiedly endors nd are in full support of the testimony given before 
se e Commerce Sub ttee on A mobile Marketing Practices by NADA 
i ] We iv ( ta I I st i e2Is D 
1) SUMNER AUTO CO 
JANUARY 23, 1956. 
or A. S. Mi MONRONEY 
Was] agton. D. ¢ 
We are behind Fred Bel 104) nercent n IS statement before your committee, 
is imperative that these basie problems be corrected if automobile retailing 
Lye roug s esel ch ~ 


Birt LEe Morors, 
WILLIAM LEE, President. 


JANUARY 22, 1956. 
Senator A. S. M1ikE Monroney 


We unqualifiedly endorse and in fu support of the testimony given before 
bile Marketin; tices by NADA 


Fred Bell. We do not favor territory security legislati 





Senate Commerce Subcomn 


WITHERS Moror Co. 


JANUARY 21, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.¢ 
We unqualifiedly endorse and am in full support of the testimony given 
te Commerce Subcommittee on Automobile Marketing Practices by 
Bell We do not favor territory security legislation. 
Lucas Moror Co. 
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/ 
\ ROONEY, 
Washington, D. ¢ 
Heartily endorse statements of Fred Bell before your coi ee [mperat 
n be taken to end abuses that are undermining our business 
STRENG O I 
fas) ae on l 
JANUARY 23, 19 
\IIK \IONRONEY, 
Washington, BD .'G 
We heartily support NADA testimony given by I L De 
nless recommended change ire immediate pu nto ¢ I ( 
lapse of automobile merchandisin Phe e t 
S beyond laZ1n I 
HT \ 
( 
‘ . | 
() j 
‘ t I t t 
( We bil t ( 
\.S. Mon 
| jo.¢ 
ering and phat eigh I ai favor « I ec) 
e¢ en ] co a minal rar nosed by ( 1 ‘ t 
I leve tl would be i step rig directior o b ( a 
GC E GUY 
G yY CHEV ( 
it n.D. ¢ 
Ves 0} re ) v71vVe ( f ] ipnpor t ] . 
( ootiegg ing i I m ire and 
( e lor Iu rt i I L | f ( é ove \l I 
1) 
| 
Re \ N.M J 
A.S. MIKE MONRONEY, 
W ashington, D. O 
S dealership endorses and gives full support of Fred Bel estim« 
re the Senate Commerce Subcommittee on A mi le M ( Vv 
tainly favor territory security. 
Baae Li RS Moror Co 
i 
JANUARY 24, 1956 
Senator A. S. MONRONEY, 


Washington, D. C.: 


Request your full support of testimony given by Fred J. Bell on January 20. 
We favor enactment of bills to deal with bootlegging phantom freight and ter 
ritory allocation 


Mac J. SEGARS, 


SEGARS CHEVROLET-CADILLAC Ce 
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JANUARY 23, 1956. 
Senator A. S. MONRONEY, 
United States Senate Office Building, 
Washington, D. C.: 
Wish to express our full support of NADA testimony given by Bell to your 
committee January 20, 1956. 


COURTRIGHT CHEVROLET Co. 


JANUARY 23, 1956. 
Senator A. S. MONRONEY, 


Washington, D. C.: 


The testimony given your committee by Mr. Bell January 20 has our full sup 
port with the exception that we are unalterably opposed to territory security 
because it would force 90 percent of small dealers out of business. 


BLAND CHEVROLET Co. 


JANUARY 23, 1956. 
Senator A. S. MONRONEY, 


Washington, D. C 
Please be advised that Mr. Bell’s testimony before your committee January 
20 has our full support with the exception that we are strongly opposed to ter 
ritory security because it will force 90 percent of small dealers out of business 
FEAGLE BUICK Co., 
J. B. FEAGLE. 


NARROWSBURG, N. Y., January 28, 1956. 
Senator MONRONEY, 


Washington, D. 0.: 
Dealers in my area are in full support of NADA testimony given by Mr. Bell 


BAILER CHEVROLET, INC. 


CENTRAL VALLEY, N. Y., January 23, 1956. 


Senator MONRONEY, 
Washington, D. O.: 
We wholeheartedly support testimony of our spokesman Fred Bell before 
Monroney committee Friday, January 20. We dealers feel that we are entitled 


t 


to a plain spelled out fair contract with our factories. 


N. C. LAwWsOn Motor Co., INc., 
N. C. LAwson, President. 


CANANDAIGUA, N. Y., January 23, 1956. 
Senator MONRONEY, 


Washington, D. C.: 
Anxious to register our 100 percent endorsement of NADA testimony on Janu- 
ary 20, 1956, as stated by Fred Bell, executive vice president of NADA. 
JENKINS NEELY BUICK Corp., 
D. M. NEELy, Vice President. 
JANUARY 24, 1956. 
Senator A. S. MrkE MoNRONEY, 
Washington, D. C.: 
We wholeheartedly support Bell testimony. Except territory security, he talks 


for us. 


TIETBOHL, INC. 
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JANUARY 24, 1956. 
Senator A. S. MiKkE MONRONEY, 
Washington, D. C.: 

Please be advised that we would like to go on record as being wholeheartedly 
in agreement with the testimony given by Fredrick J. Bell, executive vice presi- 
dent, NADA, to your committee, January 20, this year. 

MILAM POOLE CHEVROLET Co., 
JAMES E. MILAM, 
YANCEY E. POOLE. 


JANUARY 24, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 
Most urgently request your wholehearted support of NADA testimony as given 
Frederick J. Bell. 
Howe.yt Moror Co., 
W. L. Howe... 


JANUARY 24, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 


Urve your full support of NADA testimony as given by Frederick J. Bell. 
B. L. Copp GUARANTEE Morors. 


JANUARY 23, 1956. 
Senator A. S. MrKE MONRONEY, 
Washington, D. C.: 

We would like to advise you that the testimony given by Frederick J. Bell, 
executive vice president, NADA, has our full support. We will appreciate your 
iction on behalf of our interest the passage of the bill having to do with bootleg- 
ging, phantom freight, and territory allocation. Imperative to our continued 
business success, 

CARMICHAEL CHEVROLET Co., 
J. M. CARMICHAEL, Sr. 
J. M. CARMICHAEL, Jr. 


JANUARY 23, 1956. 
Senator A. S. MriKE MONRONEY, 
Washington, D. C.: 
We support Fred Bell, vice president of NADA 100 percent in his testimony 
before Senate committee. 
J. W. PICKENS OLps CADILLAC Co. 


JANUARY 23, 1956. 
Senator A. S. M1iKE MONRONEY, 
Washington, D. C.: 

We beg your support in behalf of the bill presented by Frederick J. Bell, ex-vice 
president, NADA, to the South Carolina Automobile Dealers Association on Fri- 
day, January 20. 

RuFF NAsH Morors, 
J. I. AND R. H. Rvurr. 


JANUARY 23, 1956. 
Senator A. 8S. MIKE MONRONEY, 
Washington, D. C.: 
We are in full support of NADA testimony as given by Bell against territorial 
security. 
PLOWDEN Morors Co, 
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JANUARY 23 how 
SS aA SS. MIK Nic VEY 
Wael note a ( 
\m in full s port « estimony by Frederick J. Bell, executive vice ] ie 
NADA, px ting out need for bills having to do with bootlegging, phanto g 
( I ‘ i in I 
J.T. NEELY, 
N Y Mo ‘ 
JANI Y , iG 
\ \ \! 
D 
| NAI y Fred Be 
Wil I { Rf 
EA. We AMS 
JAN ARY 2 ) 
es CS M 
) >: 
\. F. Gorpt 
N (5( I Gy ] 
T. . 
J LIL ee 
SM 
dD. ¢ 
Re f Fred J. Bell, January 20, \ 
efc2e2eing har freicht and 
W. M. Try RLAY 
I <TSVILLE More Co 
JANUARY 24 6 
7.4 
( ne ¢ nw S CO] 
we y assure suppor ol ou 
« i ( il rive Cc 2 t 
rg i Sup] I I alit 
Y \T 
( 1} | Ww 


eT 4 < noe 
on, BD. C2 

We ars I ful Sup] ae \ DA testi nV a viven by Bell. We fy . . 

McMILLAN Motor Co. 

JANUARY 23, 1956. 


senator A. 8. MIKE MONRONI 
Washington, D. C.: 


s NADA testimony 100 precent. 


He has presented 





We support Admiral Bs 
( thinking accurately and completely. 
WENDELL H, MILLER 
Willer Motor Car Cor: 


President, 


92 Q- 
as) 1956. 


JANUARY 23, 


Senator A. S. MIKE MONRONEY, 

iW ashington, 7). a7, S 

t of NADA testimony as given by Bell. 
GEORGE ID, GARDNER 


We are in full support 
President, Gardner Motors, Ine. 





D 
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JANU ? ‘ 
S. MrKE MONRONEY 
Washington, D. ¢ 
Senator: To further the cause of better relationships between 1 
and dealers and to acknowledge the fine effort vou are making it is 
give my full support to the testimony given by M rederick J. B 
Very Sl erely vours, 
\ \. GAMBA 
Nene Votors 
JANUARY 2 19 
4 S MiIK MIONRONEY 
Washington. D. C 
eartily favor Fred Bell’s testimony of January 20, and supp NADA 
1. E. S. Ga 
JANT 
Via \I ( Y 
Mi hainote DD. ¢ 
! Vv ( our Omi tTe¢ v brede ( ( itive \y e |] 
{ support nd we urge our nsicke j 
W. EH. Prov S 
P j , Vote Cy ] 
J ( 
\.S. Mike Me \ 
Washingto dD. ¢ 
( full port of NADA testi ! oie v Fred Bell \ 
eed this protectic 
Wu as. FE H 
JANUARY 24 
\ \ilK Mi O Y 
Washington. D. ¢ 
s ngly urge your support of National Automobile Dealer As 
! on made by Mr. Bell, except territorial securit Which is favors 
ect to eliminate bootlegging 
(asLEN EK I 
FULLER I 
Cl) a ( 
JANUARY 24, 1 
A. =. MIE \i ONFY 
Washington, D Cc 
Because it is in the public interest, Admiral Bell’s plea for indus 
nship supporting NADA sponsored legislation now pending has 1 
ed support. We trust it has yours 
H. L. BUTLEI 
bt I i ( HEVEO 
JAN 24, 1 
Senator A. S. MIKE MONRONEY, 
Washington, D. ¢ 
Regarding Adm. Frederick J. Bell’s recommendation to Senators and 
iony to Senate subcommittee, we are wholeheartedly behind Admiral be 
ree prompt action Delay in our opinion will destroy ma dealer \ 
the Nation’s economy 
OcALA Mot orp Lt 
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JANUARY 23, 1956 
Senator MoNRONEY, 
Washington, D. C.: 


I am in full support of NADA testimony as given by Mr. Bell. I am in su 
port of some protection for dealer territory as we had up to November 1, 194% 
Hupson Buick Co., INc., 
HAROLD Day, 
Hudson, N. J 


JANUARY 23, 1956 
Senator MONRONEY, 
Washington. D. ¢ 
As a New York State auto dealer we are in full accord with testimony give 
by Mr. Fred Bell of NADA on January 20. We strongly urge that a more a 
ceptable basis for better relationship between manufacturer and dealers wil 
be arrived at. 
NAcK Bros., 
Hudson, N. \ 


JANUARY 23, 1956 
Senator MONRONEY, 
Washington, D. ¢ 
In full support of Admiral Bell’s testimony before your committee, we fay 
territory security. 
McRorre SAUTTER Moror Co., 
S. R. McRorie 


JANUARY 23, 1956. 
Senator MONRONEY, 
Washington, D. C.: 


We are in full support of NADA testimony as given by Bell. 


PaUL T. HENSEN, INC., 
Lucius A. HENSON, 


JANUARY 23, 1956. 
Senator A. S. MIKE MONRONEY., 
Washington, D. C.: 
This dealership wholeheartedly supports NADA testimony given your com 
mittee by Adm. Frederick J. Bell. 
LOUTHAN DOWELL Morors, 
G. C. DOWELL. 


JANUARY 23, 1956 
Senator A. S. MONRONEY, 
Washington, D.C 
I endorse Admiral Bell’s statement on the need for passing antibootlegging, 
phantom freight, and territory allocation measures. Dealers are being pressured 
to sacrifice all profit in order to move production. 
GILLESPIE Moror Co., 
FRANK M. GILLESPIE 


JANUARY 23, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D. ¢ 
Have contacted all 12 authorized new car dealers this area and all heartily 
endorse testimony given your committee by Fred Bell concerning automobile 
marketing practices with exception of territory security, all dealers opposed to 
this phase of proposed legislation. 
3RASHER Motor Co., 
H. BrasHeEr, Jr. 
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JANUARY 23, 1956 
nator A. S. MIKE MONRONEY, 
Washington, D. C.: 
In full support of Bell’s testimony emphasizing territory allocation, phantom 
eight. and bootlegging bills in that order. As area chairman of NADA can 
vise that poll of my dealers show overwhelming majority in favor of above 
GILLESPIE BuIcK Co., 
H. C. GILLesPIF, Jr 
President 


JANUARY 25, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Fred Bell’s testimony before Senate committee accurately outlines sentiments 
of most auto dealers. Bootlegging and phantom freight bills should be enacted 
» protect the automobile retailer “Truth in labeling’ automobiles has merit 
nd should be explored further. 
KINSEL Morors, 
JoE B. KINsE! 


JANUARY 23, 1956 
Senator A. S. M1IkE MONRONEY, 
Washington, D.C 
We are in full support of testimony as given by Mr. Bell of NADA. Urge that 
tion in line with his recommendations be taken immediately 
HIOLLEY CHEVROLET Co 


JANUARY 23, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

We give full support to the testimony given by Frederick J. Bell, executive 
vice president of NADA before your Committee on Automotive Affairs, Januar 
20, 1956. 

CENTRAL CHEVROLET CoO., 
Robert T. Clarke, President 


JANUARY 23, 1956 
\. S. MONRONEY, 
United States Senate, 
Washington, D.C.: 

We urge your full support in securing passage of the bills having to do wit] 
bootlegging phantom freight and territory allocation as supported by testimony 
given by Frederick J. Bell of NADA. 

J. U. McKEetTHan, 
F. B. James, McKethan Oldsmobil 


JANUARY 23, 1956 
Senator A. 8. MONRONEY, 
Washington, D.C.: 

Request your full support of the NADA testimony given by Frederick J. Bell 
Friday, January 20. I regard it as in the public interest and important to the 
smooth flow of distribution that the bills having to do with bootlegging phantom 
freight and territory allocation be inactive. 

T. M. Brooks Economy CHEVROLET, 
INMAN SOCAR. 


JANUARY 24, 1956. 
Senator A. S. MoONRONEY, 
Washington, D. C.: 
We urgently request that you support testimony given by Frederick J. Be 
with reference to bootlegging, phantom freight, and territory allocation. 
THACKSTON CHEVROLET Co 
B. F. THACKSTON. 
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JANUARY 24, 1956 


W« Whine } ra. of 
Heart ( r wit Adm. Frederick J. Bell's statement to Senate Commie 
~ mittee on .\ obile Marketing Practices nade January 20, 1956. 
A, P. CLARK Morors 
A. P. CLARK 
() hp a., January 24, 19 
\.S lt} \] 
i} 1). 4 
\ suppor f ADA tes ( en by Adm. Frederick J. Bell « 
AD Jan } 20. 1956 


R. N. HeEINTZELMAN 
HEINTZELMAN’S, IN« 


Was gton, D. ¢ 


Iw ‘ i ( suj ot e complete tes 
n befc ‘ ( S ( \ omobile Marketing 
NADA I [3 
RAYMOND Si 
SMITH Motor C 
Js ary 21, 19a¢ 
Ace \] 
HW gton, D. ¢ 
\\ ad ( \ ing f ‘ 1 e and are in fu supp 
estimo c before e Senate ¢ erce Subcommittee on Autom 
M ting Pr: es NADA’s Fred Be 


McNatiy Hortzt Motor Co., 
C. BR. MoNatry, JER. 


Ros N. MEx.. January 21, 1956 
. itor A. S. M E MoNRONEY, 
Senate Office Building, Wasl jton. JD). ¢ 


We wholeheartedly endorse an vy support the testimony given before the 


om ittee on Automobile Marketing Practices by NADA 


RELIABLE Pontiac & GMC Truck Sates, Inc. 


JANUARY 21, 1956 
Senator A. S. MrkE MoONRONEY 
Wasi Jton, D. ¢ 


We unqualifiedly endorse and are in full support of the testimony given before 


Senate Commerce Subcommittee on Automobile Marketing Practices by NADA 


ersus Fred Bell We desire territory secu ITV. 
ACE At ro Co., 
C. B. RANpbotpH, President. 
JANUARY 23, 1956 
HT A S. M RO 


l nited States Senator. Senate Office Buildin }. 
Washington. D. C.: 
We are in full support of NADA testimony as given by Fred Bell, on January 20, 
before Senate Commerce Subcommittee on Automotive Marketing Practices. 
B. H KINa, Jr. 
ORANGE Buick Co. 
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JANUARY 22, 1956. 
nator A. S. Mike MONrRONEY, 
Washington, D. C.: 


{ fully endorse and support testimony given by Fred Bell of NADA before 
enate Commerce Subcommittee on Automobile Marketing Practices: whole 
irtedly support the whole bill 

MERLE Watson, Watson Motor Co 


JANUARY 21, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, 7. €.* 


We strongly endorse and heartily support without reservation testimony given 
vy Fred Bell of NADA before Seuate Commerce Subcommittee on Automobile 
larketing and Practices relative corrective legislation on bootlegging. territory. 

Situation deplorable; your interest and assistance sincerely appreciated 
JOHN PARKER, 
John Parker Motors, Dodge, Plymouth Authorized Dealer, Clovis, N. Me 


JANUARY 23, 1956 
Senator A. S. Mike MONRONEY, 
Washington, D. C.: 

May we add our endorsement to testimony of Fred Bell of NADA before Sen 

» Commerce Subcommittee on Automobile Marketing and Practices. 

Automobile dealers certainly need corrective legislation to stop bootlegging of 
ars Also need some assistance to improve relationship between dealer and 

inufacturer. Will appreciate your consideration of all of us 


GATEWAY Auto Co., Cagle 


JANUARY 23, 1956 


Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 


We endorse and are in full support of the testimony given before the Senate 
Commerce Subcommittee on Automobile Marketing Practices by NADA’s Fred 
Bell and we are in favor of territory security 


JIM Derrick, Gateiray Motors 


JANUARY ° 1956 
nator A. S. MIK® MONRONEY, 
4 ashington, D.C. 
lestimony given before Senate Commerce Subcommittee 1 Automobi M 


keting Practices by Fred Bell has our full endorsement and support We do 
vor territory security. 


r A. S. MIKE MONRONEY, 
Washington, D.C.: 


Please know that we wholeheartedly endorse Fred Lell’s test 


Lime! triad V¢ 
he passing of legislation to prohibit bootlegging of automobiles, to eliminate 
intom freight and to have territory security from automobile factorie 
ALDRIDGE Moror C'o., Dod qe Tymouwth Dealer 


itor A. S. MIKE MONRONEY, 
Washington, D.C 
ve urge you support plan submitted by NADA’s Fred Bell on territory securit 
ootlegging and phantom-trade freight 
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JANUARY 21, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
I desire territory security as presented by Fred Bell. Urgently request bi 
against phantom freight and bootlegging. 
Sincerely, 
Epon D. Youna, 
YounGe Moror Co., Inc., 
Hobbs, N. Mez. 


JANUARY 23, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

I hereby fully endorse the statement given before the Senate Committee or 
Automobile Marketing Practices by NADA’s Fred Bell. I do not favor terri 
torial security. 

F. H. Baum, 
BAUM PONTIAC, 
Tucumcari, N. Mer 


"« 


JANUARY 23, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

I am in full support of the testimony given to the Senate Subcommittee o1 
Automobile Marketing Practices given by NADA’s Fred Bell and do not favor 
territory security; thanks for your help in behalf of the automobile dealers, 

MARK HvuFF, 
MarRK Hurr Moror Co., 
Tucumcari, N. Mez. 


JANUARY 23, 1956. 
Senator A. S. Mike Monroney, 
Washington, | fe Be 
We endorse and are in full support of the testimony given before the Senate 
Commerce Subcommittee on Automobile Marketing Practices by NADA’s Fred 
Bell. We do not favor territory security which in our experience would be too 


hard to control. 
GROVER DICKINSON, 


C. & R. Oldsmobile, Inc., Tucumeari, N. Mea 


JANUARY 23, 1956. 
Senator A. S. Mike Monroney, 
Washington, D. C.: 
This dealer qualifiedly endorses and is in full support of the testimony given 
before the Senate Subcommittee on Automobile Marketing Practices by NADA’s 
I'red Bell, also favors territory securit Thanks for the good job being done 


in our behalf. 
GROSS PELZER, 


Pelzer Motor Co., Tucumcari, N. Mea. 


EVANSVILLE, IND., January 23, 4956, 
Senator A. S. Mike Monroney, 
Washington, D. C.: 

We urge your full support of legislation outiined by Adm. Frederick Bell on 
bootlegging, phantom freight, and territory allocations. 
BACHMAN Buick 
JANUARY 23, 1956. 
Senator A. S. Mrke Monroney, 

Washington, D. C.: 

We urge your full support of legislatures outlined by Adm. Frederick Bell on 
bootlegging, phantom freight, and territory security. 

TrRI-STATE Forp Co., INC., 
Louis HARPOLE. 
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Senator A. S. MIxki MONRONEY, 
Washington, D. C 
We urge your full support of legislation outlined by Adm. Frederick Bell « 
wotlegging, phantom freight, and territory security. 
GLENN W. GAFF, 


Bowlin Gaff Ford Cor} 


JANUARY 22, 1956 
S itor A. S. Mike Monnoney, 
VW ashingte nT. C3 
Urge your full consideration and support for legislation as outlined by Adm 
urtail bootlegging, eliminate phantom freight, and pet 


IY erick Bell to ¢ 
ritory allocation. 
KENNY KENT CHEVROLET C 

KENNETH C. KENT, P ley 


Senator A. S. Mike MoOnroney, 
Washington, D. C.: 


We urge you to give full support to legislation ¢ tlined by Adm il Bell for 
¢ bootlegging, phantom fre ind ter allocation he f ‘ 
ho } | of SI ll-business men re it stake 


J ANUAI r 2 i it 
Senator A. 8S. Mike Monnoney, 
Washi igton, D. ¢ ae 
We urge your full support of legislation outlined by Adm. Frederick Bell 01 
bootlegging, phantom freight, and territory allocation. 
O’DANIEL RAPNEsS, Olds } 


WHITING, IND., January 21, 1 
Senator A. S. Mike MONRONEY, 
Washington, D ( 


Ve are very much in favor of legislative proposal presented by Admiral B 


HAMMOND, IND., January 21, J 


Vi Vingtor D 4 
We are in fa r of the bill Admira Bell subn itted, the NADA proy 
hope something can be accomplished to get the authorized dealer out of th 
oldrums. Thank you 
Herscubacn Moror C 


HAMMOND, IND., Januar 
Senator A. S. Mike MONRONEY, 
Washington, D.C.: 

The auto industry requires passage of legislative proposals made by Adn 
Bell, of NADA, on Friday. Strongly urge favorable consideration in behalf 
of health of the small-business man, the consuming public. 

R. J. SMITH OF SMITH CHEVROLF' 
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CoLuMsBus, January 21, 195 
Senator A. S. MIKE MONRONEY, 
Washington, D.C 
Dealers in full support of NADA objectives as expressed before your com 
mittee by Admiral Bell particularly antibootlegging and territorial security 
This and improvements in selling agreement is needed quickly to save this in 
istry from complete chaos 
G. L. HARRISON, 
Harrison Motors 


JANUARY 21, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Strongly urge favorable consideration of legislative proposals introduced by 
Admiral Bell, of NADA. This industry needs your help 
ABRAMSON Moror Co 


JANUARY 22, 1956 
Senator A. S. MikE MONRONEY, 
Washington, D.C.: 
The needs for changes in present auto dealers contract to eliminate phantor 
freight rates, new-car bootlegging, the assignment of sales territory and respon 
sibility to public as presented by Admiral Bell before your committee is most 


urgen Request your support in this matter 





Hrywoop M. Davis, Pontiac Dealer 


JANUARY 23, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C 


We wholeheartedly endorse Bell’s testimony before the Monroney investigating 
committee and urge passage of his legislative program 
C. W. McMULLEN, 
Tucumaari Motor Co 


JANUARY 23, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. ¢ 


Testimony given by Frederick J. Bell is true and of utmost importance to all 
ssutomobile dealers. Survival of automobile dealers as retail merchants de 
on your action with respect to bootlegging, phantom freight, and ter 
security. We need your help 
HoLLeEyY Moror IN« 
H. L. Houiry, Jr 


JANUARY 21, 1956 
genator A. S. MIKE MONRONEY, 
Washington, D. C.: 

Urge you support Admiral Bell’s testimony yesterday regarding territory 
ailocation, antibootlegging, and phantom freight Believe this to be very much 
n public interest and the auto industries as a whole 

PAUL ABEL, 
Buick Dealer 


JANUARY 21, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D. ¢ 


Urge your support to Bell’s NADA testimony regarding territory allocation 
antibootlegging, phantom freight. Believe to be in public interest as well as 


dealers 
Durcnu Hurst, 
DeSoto Dealer 
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JANUARY 23, 105¢ 
wr A. S. MIKE MONRONEY 
Washinoton. D. ¢ 
Believe to be in public interest that you support NADA testimony of Admira 
regarding antibootlegging, phantom freight, and territory allocation 
BILL CONNER 
Chevrolet J) 


itor A. S. MIKE MONRONEY, 
Washington, D. ( 


l nk it urgent 


from public standpoint that you support Admiral Bel te 
regarding antibootlegging, phantom freight and territory allocatior 


or A. S. Miks MONRONEY 
Washinaton. D. ¢ 


Request you support NADA’s testimony regarding antibootlegging, phantom 
ght, and territory allocation on which Bell testified yesterday Believe to 
n public terest and the country as a whole 


Eiuis RATCHFORD 
Pontiac Deale 
JANUARY 23, 1956 
A. S. MrikE MONRONEY, 
Washinaton,. D. ¢ 


Except territory security, we favor legislation proposed by Admiral Bell 


JESS CAPARKOS, 
Caparros VM otors,. Inc 


JANUARY 25, 1956 
Senator A. S. Mike MONRONEY, 
Washington, D. C 
1 t of the recent testimony of Fred Bell of NADA before 
minittee and trust your support thereof will be mutual 


A . ] 


We are 1n uli Suppor 


LISCHKE PONTIAC, IN¢ 


Kingston, \ } 


JANUARY 25, 1956 
enator A. S. Mrkr Monroney, 


VW ashinaton, me 


We are in full support of the recent testimony of Fred Bell of NADA befor 
senator Monroney’s committee and trust your support thereof will be mut 


City GARAGE, 
Kingston, \ ) 


senator A. S. MiKrE MONRONEY, 
Washington, D.C 


We are in fu support of the recent testimony of Fred Bell of NADA before 


ir committee and trust your support thereof will be mutual. 


Hayes LINcOLN-MERCURY 
k noston, \ } 


JANUARY 25, 1956 
Senator MONRONEY, 


Washington, D.C 
We are in full support of the recent testimony of Fred Bell of NADA befor 
your committee and trust your support thereof will be mutual. 
ALBANY AVENUE GARAGE, 
Kinaston, N. y 
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JANUARY 25, 1956 
Senator MONRONEY, 
Washington, D. C.: 
We are in full support of the recent testimony of Fred Bell of NADA befor 
your committee and trust your support thereof will be mutual. 
KINGSTON BUICK Co., 
Kingston, N. Y. 


JANUARY 25, 1956. 
Senator MONRONEY, 
Washington, D. C.: 
We are in full support of the recent testimony of Fred Bell of NADA befo 
your committee and trust your support thereof will be mutual. 
Bos NADLER, INC., 
Kingston, N. Y. 


JANUARY 25, 1956. 
Senator MONRONEY, 
Washington, D. C.: 


We are in full support of the recent testimony of Fred Bell of NADA before 
your committee and trust your support thereof will be mutual. 


HAROLD HALWICK, 
Kingston, N. Y. 


JANUARY 23, 1956. 
Senator A. 8. MONRONEY, 
Washington, D. C.: 


I am in full support of NADA testimony as given by Mr. Bell. 


TOMMY GRIFFIN, GRIFFIN Motors, 
Florence, S. C. 


JANUARY 23, 1956. 
Senator A. S. MONRONEY, 
Washington, D. C.: 

Wish to express complete support testimony by Frederick J. Bell NADA to 
your committee January 20. Urgent something be done about territorial secur- 
ity, phantom freight, and bootlegging if we are to stay in business. Won't 
it be possible for something to be done during this session of Congress? Thanks. 

Moores, INC., CHEVROLET, 
R. H. HAMMoND, President. 


ox 


JANUARY 25, 1956. 
Senator MonRonNeEY, 
Washinaton, D. C.: 
Helmer Motor Sales dealership in full support of NADA testimony as given by 
Bell. 
Ora S. HELMER. 


JANUARY 24, 1956. 
Senator MonrRonNeY, 
Washington, D. C.: 


This dealership is in full support of NADA testimony as given by Mr. Bell. 
J. J. Taytor & Sons Co., 
Massena. 


JANUARY 24, 1956. 
Senator MoNRONEY, 
Washington, D. C.: 

Regarding NADA testimony as given by Bell. We are definitely against any 
territory security under factory dealer relations and have so advised President 
Curtice of General Motors. Such regulations would benefit only a few largest 
dealers. 

FRANKLIN CHEVROLET, INC, 





-~oOn 
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: JaNuARY 24, 1956. 
senator MIKE MONRONEY, 
Washington, D.C.: 
ore We are in full support of NADA testimony as given by Bell. Thanks for your 
iagnificent Support. 
HENRY WITT, JF., 
Dospss Ferry Morors 


JANUARY 24, 1956. 
SENATOR MONRONEY, 
Washington, D.C.: 

01 As Buick and Pontiac dealer for 30 years wish to express my full support 
f NADA testimony as given by Admiral Bell. Find most dealers divided on 
territory security. 

P, E. Trask, 

TrasK Moror SALES. 


JANUARY 25, 1956. 
Senator A. S. M1iKE MONRONEY, 
Washington, D. C.: 


“— We are in full support of NADA testimony as given by Bell. 
E. J. Horton, Inc. 
JANUARY 24, 1956. 
Senator MoNRONEY, 
Washington, D. C.: 
I am in full support of NADA testimony as given by Admiral Bell. Also in 
support of territory security. 
JOHN DorscHEL. 
JANUARY 24, 1956. 
Senator MONRONEY, 
Washington, D.C.: 
I am in full support of NADA testimony as given by Mr. Bell. Thanks for 
your help. 
to A. J. Morgis, 
r- Troy Buick Co., INec. 
re 
8. JANUARY 24, 1956. 
Senator MikE MONRONEY, 
Washington, D.C.: 
Ethical dealers agree with Admiral Bell's testimony of 20th. Fair play must 
prevail. Good luck. 
M. C. STONE, 
STONE BuIck, 
5 Fort Pierce. 


JANUARY 25, 1956. 
Senators MONRONEY, PAYNE, and THURMOND, 
Monroney Committee, Senate Building, 
Washington, D.C.: 
We are in full support NADA testimony given by Mr. Bell. 


VEE Moror SA.es, In¢ 


JANUARY 25, 1956 
Senator A. S. MrkE MONRONEY, 
Washington, D.C.: 
We support in full testimony of Fred Bell of NADA. Thanks for your help 
which we know you will give. 
Harris Lovett Motor Co., 
; Middlesboro, Ky 
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JANUARY 25, 1956 
Senator A. S. MONRONEY 
Washington, D Hy 


We wish to advise you that we are in full support of NADA testimony giver 
by Frederick J. Bell, executive vice president, NADA 
S. P. Hawes, 
Hawes Buick C 


JANUARY 24, 1956 
Senator A. S. Mike MONRONEY 
Nevate Office B ding, Washington, J) ¢ 


} J 
I am in full support of NADA testimony as given by Bell, as this appears 
be the first step in correcting the unjust profit relationship between manufac 


Scott Spencer Motor Co. (Ford), Murphy Olds (GMC), McLaughl 
Motors (DeSoto-Plymouth), Hollabaugh Motors (Buiek), Sne 


grass Motor Co. (Studebaker), B. & B. Motor Co. (Dodge-Ply 
mouth Baer Motor Co. (Chrysler-Plymouth), Steve Johnst 


JANUARY 24, 1956 
Senator A. S. MONRONEY, 


Nenate Office Buildina, 
Was] ington, D Cc 


As area chairman of FADA I have contacted all franchise automobile dealer 


in our town and we are all wholeheartedly behind Admiral Bill and his testimony 
of January 20, 1956 


R. T. STALNACKER 


JANUARY 27, 1956 
Senator Mikr MONRONEY, 
Washington, D.C.: 

Action American Motors, also extension GM contracts start in returning this 
great segment of American economy back to respectable business ethics and 
practices 

Car buyers and dealers will be forever grateful for fight you are waging in their 
behalf ferritorial security and Fred Bell’s recommendations, if followed, will 
drive thieves out and racketeers out. 

VARS BUICK CORP., 
Great Neck, N. Y 


JANUARY 26, 1956 
Senator A. S. MONRONEY, 
Washington, D. ¢ 


Definitely in favor of program as layed down by Rear Adm. Frederick J. Bell 
before your investigating committee. We are very much in favor of territory 
security as we sincerely believe it will cure a lot of ills arriving from erroneous 
1dvertising and false offers to the public. We feel this would definitely be in 


the public interest 








CONE CHEVROLET Co., 
CARROL D. CONE, 
Fullerton, Calif. 


JANUARY 26, 1956 
A. S. MrkeE MONRONEY 
Democrat, Oklahoma, Senate Office Building, 
Washington, D.C.: 


Pieuse be advised that I strongly support NADA testimony as given by Admiral 


Cone Bros. CHEVROLET, 
BE. M. Cone, 
Anaheim, Calif. 
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r Mo ONEY 
Wasi Jton jl) ¢ 
We at Gear Moto nceere ippreciate u I gethel ( I 
yne and Thurmond In b f of ie automob dealet e uppor 
r NADA a1 pe tl ( lerati of NADA { 
nh ible me it ‘ ctory deals l ‘ 
{ ry Mi 
san } 
JA 
itors A. S. MiIkE MONRONEY, FREDERICK G. PAYD AND STRO) | 
jutomobile Marketing Practices Committee, 
Scnate O fice Building, Washington, D. C 
We wish to commend you for the magnificent reception given tes by 
NADA before your committee 
BERL Berry Morors, INc., 
Sa? ‘rane sco, Ca 
TANI i j 
Senator A. S. MONRONEY, 
Washington, D.C 
l earn ly request that your committee sponsor levislation cont f 
he suggestions made by Rear Adm. Frederick J. Bell, executive vice president of 
National Automobile Dealers Association. I am a 22-year dealer, Dodge 
rPiymouth 
LONNIE HULL, Los Angele Calif 
JAN sy 25, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C 
Strongly urge that you give favorable consideration to Frederick Be MK 
regarding automobile dealers problem. 
ToM CARRELL, San Fernando, Calif 
JANI ARY 34 v > 
Hon. A. S. MONRONEY, 
Washington, D.C 
We are in full support of Admiral B s testimony with exception of te rT 
location 
Lyncnu Morors, | 
|. B. Lyncw; Pre / 
Nanta \onice f 
JANUARY 27. 1956 
Sena A. S. MONRONEY 
Washi? Ito? D ( 
We wis to commend vou very highly for your wonde | p ) 
National Automobile Dealer’s Association 
JAMES F. WATERS, IN¢ 
DeSoto Pl pnowth dD 
San Franc f 
JANUARY 2 ] 
Hon. A. S. MONRONEY, 
Washington, D.C.: 
Sincerely urge your support of NADA President's Bel Pas 
egging. This practice seriously undermining new-car deal 
and should be eliminated from the American business picture 
ArT Mvuaae CH oO 
ArT Muae, P le) 
hay ( 
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SURBANK, CALIF., January 24, 1956. 
Senator A. S. MONRONEY, 
Washington, D.C.: 


Urge and recommend immediate action on Admiral Bell’s testimony before your 
committee; legislation is vital to automobile retailing industry. We feel this 
legislation would put our business on a sound and legitimate basis benefiting 
both the public and the dealers. 

JOE PHILLIPS, 
DeSoto-Plymouth Dealer 


SAN Francisco, Cauir., January 24, 1956, 
Senator A. S. Mik& MONRONEY, 
Washington, D. C.: 

We wish to commend you on handling of testimony given by NADA relative t 
automobile marketing practices. We wholeheartedly support the testimony and 
contentions given before your committee covering these marketing practices. 

Please accept our Sincere thanks for your understanding and we hope that 
something concrete and beneficial will come out of these hearings. Best regards 

W. L. HuGHSON Co., INC., 
DAHLEN. 


PALM SPRINGS, CALIr., January 24, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Have read NADA’s Frederick J. Bell statements made to your committee. We 
heartily approve and endorse his views. 
PLAZA Morors CADILLAC-OLDSMOBILE, 
McCoupBsREY. 


VENTURA CALIPF., January 25, 1956. 
Senators MONRONEY, PAYNE, AND THURMOND, 
Washington, D.C.: 
We are 100 percent behind the support of NADA testimony as given by Mr. 
Bell. 


HARRIS Morors Co 


AMARILLO, TEx., January 24, 1956. 
Senator A. 8S. MIKE MONRONEY, 
Washington, D.C.: 


I want to commend Mr. Fred Bell, ex-vice-president of NADA, for his recom 
mendation before the Senate subcommittee and hope you will work hard in trying 
to get this legislation passed on bootlegging and phantom freight; in sincere 
appreciation. 


Dock CoFFEE PONTIAC. 


JANUARY 24, 1956. 
Senator A. S. MIKE MONRONEY, 
United Staies Senate Office Building, 
Washington, D.C.: 

We sincerely pledge our unqualified support of NADA testimony given by Bell, 
including support of bills controlling bootlegging, phantom freight, and territory 
security. Imperative that equitable relationship between manufacturer and 
dealer be restored for dealer survival. 

ERNEST BURWELL, 
President, Ernest Burwell, Inc., Spartanburg, 8. C. 
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JANUARY 24, 1956 
Senator A. S. M1KE MONRONEY, 
Washington, D.C.: 
Am in full accord with testimony of Frederick J. Bell, executive vice president 
National Automobile Dealers Association, and request you do all in your power to 
inate bootlegging, phantom freight, and restore territory security. 
W. R. MATTHEWS, 
King Pontiac Co., Columbia, S. C 


JANUARY 24, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

Imperative that the inequitable relationship between manufacturer and dealer 
pn this industry be removed forthwith. We regard as in the public interest and 
portant to the smooth flow of distribution that the bills having to do with 

votlegging, phantom freight. and possibly territory allocations be enacted. 

T. V. WEST, 
West Chevrolet Co., Georgetown, S. C 


JANUARY 24, 1956. 
Senator A. S. MONRONEY, 
Washington, D.C.: 

My company have been in business 39 years and we support 45 families. We 
are in full support of NADA testimony as given by Mr. Bell. We need this to pro- 
tect our employees and their families’ interest and our company’s investments 

City Moror Car Co., 
R. B. Lentz, President. 
Spartanburg, 8. C. 


JANUARY 24, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Our full support of the NADA testimony given by Frederick J. Bell, executive 
vice president, NADA, to this committee Friday, January 20. 
GREENVILLE AUTO SALES, INC., 
Greenville, S. C. 


JANUARY 24, 1956 
Senator A, 8S. M1ikr MONRONEY, 
Vashington, D.C.: 
Testimony of Frederick Bell for NADA voices dealers’ opinion and immediate 
action urged. 
Tom B. PIERCE, 
Pierce Motor Co., Spartanburg, S.C. 





JANUARY 24, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 


I heartily endorse statement of Adm. Fred Bell made to Senate Commerce Sub- 
committee re automobile marketing process and need for elimination of in 
equitable relationship between manufacturer and dealer. We hope you will act 
on Admiral Bell’s recommendations. We also believe territorial security should 
be permitted and recommended to manufacturers. It worked previously and 
would be most important factor in eliminating bootlegging. 


DOWNTOWN OLDSMOBILE Co., 
F. T. Woo.verton, Jacksonville, Fla. 
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JANUARY 24, 1956 
Senator A. S. MIKE MONRONEY 
Washington, D. ¢ 


We are 100 percent in accord with Bell’s testimony. Will write him toda) 


RopertT J. McGaury, 
Chrysler Plymouth Dealer, Miami, Fla. 


JANUARY 25, 1956. 
Senator A. 8. MIkE MONRONEY, 
Washington, D. ¢ 
Wish to add my endorsement to Rear Adm. Frederick J. Bell’s statement on 
1utomobile bootlegging and territory allocations. Future of franchised deale1 
are imperiled by lack of protection. 
HARRISON Moror Co., INc., 
W. F. Harrison, Jr., Panama City, Fla 


JANUARY 25, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 

We heartily endorse substance contained Fred Bell’s testimony of January 20t1 
also your efforts particularly truth stickers. Please don’t miss this opportunity 
to materially assist retail Automobile Dealers of America in their program 
of trying to get on fair and just basis with manufacturer and public. We are 
counting on you 

ROMANA Motor Co., 
Lincoln-Mercury Dealer, Pensacola, Fla 


JANUARY 21, 1956 
Senator A. 8S. MIKE MONRONEY, 
Washington, D. C 
DEAR SENATOR: I give my unqualified endorsement to, and full support of, 
testimony given before the Senate Commerce Subcommittee by Fred Bell of 
NADA You are doing a grand job and right-thinking dealers everywhere 
are unanimously behind your efforts. We urge that you not relent in your ef 
forts on this corrective legislation. The inequitable relationship between fac 
tory and dealer is inimical to the welfare of both the automobile business and 
the public and we know that you will succeed in your efforts in this great and 
important program. 
Kindest personal regards 
Max MEApors, 
Dealer, Clovis, N. Mex. 


JANUARY 21, 1956 
Senator A. S. MIKE MONRONEY 


\fter operating an automobile dealership in the above city for the past 22 
ears I am thoroughly mvineed that the dealers will never get a franchise frot 
eturer that will be in interest of the public, therefore we fully endorse 
ind support plan presented by NADA’s Fred Bell and urge you to support bills 
having to do with bootlegging, phantom freight, and territory allocation. 
CITy MOTOR SALES, 
C. W. JOBE, 
Hobbs, N. Mea. 
JANUARY 238, 1956 
Senator A. S. MIKE MONRONEY, 


Washi gton, D.C 


The owners and employees of this dealership heartily endorse testimony given 
your committee of Frederick Bell of NADA Friday unless over production, boot- 
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ving, and factory-dealer inequities removed, the responsible dealer will be 
aukrupt and the selling and servicing of this means of vital transportation wi 
ecompe Chuo 
NELSON MOTORS, 
P. H. NELSON, 
C. R. Wuipp.e, Jr 


Columbia. S. C 


JANUARY 21, 1956 
tor A. S. MIK& MONRONEY 
Washington, D. ¢ 


Both as president of the New Mexico Automotive Dealers Association and as 

anchised dealer I subscribe fully to the testimony presented before the Senate 
Subcommittee on Automobile Marketing Practices by Adm. Frederick J. Bel 
executive vice president of the National Automobile Dealers Association The 
testimony pinpointed the situation confronting retail dealers. On the subject 
f territory security I strongly favor dealer protection against infringement 


RAY S. DARWIN 
President. Dre cin Buick Co., Albuquerque, N. Mer 


JANUARY 26, 1954 


Senator A. S. MIKE MONRONEY, 
Washington, D.C 


Splendid work you are doing investigating auto manufacturers. Mr. Bell ce 
vy has our cooperation except for closed territories. Continued help from 
ou is indeed appreciated 
BROWNING Moror Co., 


Sumter, S. ¢ 


JANUARY 26, 1956 
Senntor A. S. MIKE MONRONEY, 


Senate Office Building, Washington, D.C 


Phanks very much for your attempting to help the auto dealers. Fred Bell has 
r backing allthe way. Please continue the good work 


VAUGHAN Moror Co 
Sumter, S. 


JANUARY 27, 1956 
st tor A. S. MIKE MONRONEY, 


Washington, D.C 
We are in full support on NADA testimony as given by Admiral Bell 


ROCKVILLE CENTRE Morors, IN¢ 
Rockville Centre Vy } 


JANUARY 27, 1956 
Senator A, S. MIKE MONRONE) 
Washington, D.C 
We support the efforts and testimony of NADA’s F. J. Bell. Your attentior 
lealers’ problems is gratifying 
WARREN BROS. CHEVROLET, IN¢ 
Centralia, Wasl 


JANUARY , 1956 


Senator A. S. MIKE MONRONEY, 
Washinaton, D.C 
We arein full support of Bell testimony. 
Fox MoTORS, inacortes. Wasi 
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JANUARY 30, 1956. 
Senator A. S. MIKE MONRONEY, 


Washington, D.C.: 

My personal feelings reflected by testimony of Admiral Bell in recent hearings 
Small dealers feel that some action must be taken to avert serious trouble in near 
tuture. 

CRAIG POVERY, 
POVERY CHEVROLET, 
Camas, Wash. 


JANUARY 25, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

Have just read testimony of Adm. Fred Bell before your subcommittee. It 
was a fine statement of the situation and I commend all he said relative to auto- 
mobile bootlegging and phantom freight. I sincerely hope something can be done 
to improve the existing situation. 

ROWLAND RUGELEY, 
Bay City, Teo. 


JANUARY 25, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D. C.: 

Urgently request your committee to continue investigation and take steps that 
will ultimately benefit consumers, dealers, and manufacturers. A bilateral con- 
tract is needed between manufacturer and dealer. Phantom freight and boot- 
legging should be eliminated to protect the consumer and franchise dealer. This 
is in full support of testimony given by Frederick J. Bell. 

GoRDON ROUNTREE Motors, Lrp., 
GorDON RouNTREE, Waco, Tex. 


Conroe, Tex., January 25, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

We heartily endorse testimony given to your committee by our executive vice 
president of NADA, Rear Adm. Frederick J. Bell, concerning the inequitable re- 
lationship between manufacturers and automobile dealers. We feel the general 
public will benefit as well. 

WEISINGER CHEVROLET Co., 
W. B. WEISINGER. 


HALLETTSVILLE, TEX., January 26, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Eight Lavaca County auto dealers are in fullest support of NADA testimony 
by Mr. Bell. Only three undecided on territory security. 
ZARUBA CHEVROLET Co., 
A. ZARUBA. 


PLEASANTON, Tex., January 27, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

Endorse the statement of Vice President Fred Bell before your committee. 
Have talked to quite a few dealers in this area, and they appreciate the work of 
your committee. 

Cuas. T. TROELL CHEVROLET Co. 





» * @ 
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Ex Paso, Tex., January 25, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 


We are in full accord with the testimony of the National Automobile Dealers 
Association as presented to the subcommittee investigating the automobile indus 
try on January 20, 1956. We urge your support to finding a solution to the 
problems presented. 

H. D. FULWILER, 
Area Chairman, Tervas Automotive Dealers Association. 





FRESNO, CALIF., January 25, 1056. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Congratulations on the splendid work your committee is doing NADA in pre- 
senting factual information. We dealers must have relief if we are to survive. 


MARTIN LEACH. 


VENTURA, CALIF., January 20, 109d0. 
Senator MIKE MONRONEY, 
Washington, D.C.: 
Urgently request you give full support to NADA testimony as given by Mr. 
Bell. Would appreciate this. 
WEATHERLY Moror Co. 


St. PETERSBURG, FLA., January 26, 1956. 
Senator MIKE MONRONEY, 
Washington, D. C.: 

We wholeheartedly support Admiral Bell’s testimony and subscribe to all his 
requests, including territory security. Please consider dealer split on territory 
security due largely to inexperienced dealers never having operated with this 
clause in # competitive market. They fear an unknown quantity which was the 
backbone of the gross of the growth of the automobile business in the 10 years 
prior to World War II. 

RUEBEL & SMITH Motor Co 
C. G. RUEBEL, President. 


“? 


BOWLING GREEN, Ky., January 27, 1956. 
Senators MONRONEY, PAYNE and THURMOND, 


Washington, D. C.: 
We give full support to NADA testimony as given by Fred Bell, January 20. 
We especially urge territory security. 
HARRY LEACIIMAN BUICK, 
By Harry LEACHMAN, 


JONESBORO, ARK., January 25, 1956, 
Senator A. S. Mike MONRONEY, 


Washington, D. C.: 

We are in full support of NADA testimony as given by Adm. Fred Bell before 
your committee. We still are convinced that automobile dealers need and must 
have territory security in order to exist. 

CENTRAL CHEVROLET Co., 
W. R. WEAVER, 
J. T. SCARRY. 


NEwponrt, Ky., January 26, 1956. 
United States Senater A. S. MIKE Monronry, 


Washington, D. C.: 
Dear Senator, do not fight for territorial security for automobile dealers. 
Kentucky dealers are divided on this issue. Territory security will do more 
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harm than good. It’s not the answer to bootlegging. Overproduction of new cars 
poor distribution and factory pressure to take and sell more new cars than the 
dealer can handle is the entire cause of bootlegging. 
Very truly yours, 
SIMON & FISHER OLDSMOBILE, 
C. W. SIMON 


HEMPSTED, N. Y., January 25, 1956. 
Senator A. S. MIKE MONRONEY, 
Washti gton, D G.t 
We support Admiral Bell’s testimony. We are very much in favor of territory 
security for auto dealers, your support will be appreciated. 
Mack MarkxowlrTz, INc. 


JANUARY 26, 1956. 
Senators MIKE MONRONEY, FREDERICK PAYNE, and STROM THURMOND, 
Senate Office Building, Washington, D. C.: 
Completely in accord with NADA’s testimony as given by Fred Bell. Object 
strongly to territory security. 
SAYER CADILLAC OLDSMOBILE, INC. 
GEORGE BAYER, President. 


KincastTon, N. Y., January 25, 1956. 
Senator MONRONEY, 
Washington, D. us 
We are in full support of the recent testimony of Fred Bell of NADA before 
your committee and trust your support thereof will be mutual 
OLD CAPITAL MOTORS. 


KINGSTON, N. Y., January 25, 1956. 
Senator MONRONEY, 
Washington, D. C.: 
We are in full support of the recent testimony of Fred Bell of NADA before 
your committee and trust your support thereof will be mutual. 
DENTON CADILLAC OLDs, INC. 


KINGSTON, N. Y., January 25, 1956. 
Senator MONRONEY, 
Washington, D. C.: 
We are in full support of the recent testimony of Fred Bell of NADA before 
your committee and trust your support thereof will be mutual. 
MARTIN-MOoRAN, INC. 


KINGSTON, N. Y., January 25, 1956. 
Senator MONRONEY, 
Washington, D. C 
We are in full support of the recent testimony of Fred Bell of NADA before 
your committee and trust your support thereof will be mutual. 
BEN ANDERSON CHEVROLET. 


Port Ewen, N. Y., January 25, 1956. 
Senator MONRONEY, 
Washington, D. C 
We are in full support of the recent testimony of Fred Bell of NADA before 
your committee and trust your support thereof will be mutual. 
Port EWEN GARAGI 
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iit wil ‘ * tua 4 4 
Senator MONRONEY, 
Washington, D.C 
Appreciate your interest auto dealers’ problems. Fred Bell’s testimony tel 
ry with full support. Respectfully ask your 


consideration and aid in 
ng inequities that weaken American fre 


e enterprise 


DutTcHuess Auto Suppry Co., I> 
W. F. PULVER 





TACKSONVILI La., January 2t 
S or A. S. MIKE MONRONEY 
Was ton, D. ¢ 
\\ uur continued vigorous investigatior f automobile ma t d 
ices and trends A new mw level in ethics and dign [ Arnie 
isiness is reached daily It can only be ned b roe este 
the supply and demand philosophy on the pa of manufacture i 
present forcing of business is unhealthy for small business eco ‘ 
The manufacturers’ profits are tenfold tha f dealers ! 
factors 
Ly R VAI | 
Consumers Fina ( 
WILLISTON, FLA., January 
Senator MIKE MONRONEY 
Washington, D.C 
We are wholeheartedly behind NAI)A—Admiral Bell and his January wt 
testimony before your committee. Muay we urge your support on the clear-cut 


ues involved 


H. E. PETERSON 
WHITE Forp Co., I> 


ForT LAUDERDALE, FLA., Ja 


if / 
Se tor A. S. MIKE MONRONEY, 
Washington, D. ¢ 
We are in complete sympathy with your Senate Commerce ¢ nittes ! 
ot e present day automobile marketing practices Also we holet ( 
! e and stand behind the testimony of Adm. Frederick J. Be ( ! 
\ fine work 
reo \W t 
IK \o ( 
IXISSIM KLA., Ja? 
Senator A. S. MIKE MONRONEY, 
Senate Office Building, Washington. D.C 


Drar Sir: We sincerely agree with your suggested legi 
tomotive industry in your subcommittee meeting of January 20, 1956 
Very truly yours, 





Senator A. S. MIKE MONRONEY, 
Washington, D.C 
I wholeheartedly concur with Adm. Frederick J. Bell and his testimony 
January 20, 1956. 11 


‘gard it as imperative and in the publi 


interest that b 
regarding bootlegging, phantom f: 


elght, and territory allocation be enneter 


LAKE MOorToRS 
R. G. leo 
Dodge-Pliun it i} 
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JANUARY 25, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
We are wholeheartedly behind Admiral Bell and his statement of January 
20 and hope that you will continue to do what you can for the dealer. 
FRYER SMITH Moror Co., 
T. R. Smiru, Partner. 





JANUARY 25, 1956. 
We are in full support of testimony as given by Frederick Bell before your com- 
mittee. Hs is most competent to tell you what is wrong in the automobile fac- 
tory dealer relationship and something needs to be done to correct situation. 


PATTON Moror Co. 
R. H. Patton. 
Ford Dealer, Jonesboro, Ark. 


JANUARY 26, 1956. 
Senator A. S. MIKE MONRONEY, 


Washington, D.C.: 
Support fully testimony of Fred Bell. We feel territory security is a must. 
SHvuG GLENN, 
Lexington, KY. 


JANUARY 28, 1956. 
Senator A. S. MrKE MONRONEY, 
Washington, D.C.: 


I wholeheartedly concur with Adm. Frederick J. Bell and his testimony of 
January 20, 1956. I regard it as imperative that his bills regulating bootlegging, 
phantom freight, and territory security would be to the public’s best interest. 

CENTRAL FLORIDA MoTorR SALEs. 
F. E. Owens, Jr. 
Eustis, Fla. 


JANUARY 28, 1956. 
Senator A. S. MoNRONEY, 


Washington, D. C.: 
Very much in sympathy with testimony of January 20 of Admiral Bell. Ap- 
preciate your support in this matter. 
OKALOOSA Motors, INc. 
W. F. Brown, General Manager. 
B. H. Cox, Secretary Treasurer. 
Crestview-Fort Walton Beach, Fla. 





JANUARY 27, 1956. 
Senator A. S. MIKE MONRONEY, 


Washington, D.C.: 
Fifth Avenue Motors, Inc. (Buick), Gary, Ind., wholeheartedly support the 
NADA legislative program. 
W.G. DorRMAN, 
Vice President. 
JANUARY 26, 1956. 
Senator MONRONEY, 
Washington, D.C.: 
We are in absolute support of NADA testimony as given by Bell. Territory 
security is necessary for dealer life. 
FITZGERALD Morors, INC., 
Dunkirk, N.Y. 
JANUARY 28, 1956. 
Senator MONRONEY, 
Washington, D.C.: 


Approve testimony given by Admiral Bell to preserve dealer existence. 


Ray GREENE, 
Riverhead, N.Y. 





ie 
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NortruH SYRACUSE, N. Y., January 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
I agree 100 percent with Admiral Bell; need legislation to hold factories in 
heck. , ‘ 
FAYETTEVILLE VILLAGE SALES, IN¢ 
GLEN H. BuRDICK. 


SPRINGFIELD GARDENS, N. Y., January 50, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
We are in full support of testimony as given by Admiral Bell before com 
mittee hearings. 
Titus Morors, IN« 
IRVING ANTLER, 


’ 


ELMHURST, LONG ISLAND, N, Y., January 30, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
Bell testimony magnificent. Our complete support. Thanks. 
JACK Forest, INc., 
Chrysler-Plymouth Dealer. 


SAN FRANCISCO, CALIF., January 30, 1956. 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
I want to personally commend you and the automobile marketing practices 
committee for the splendid job you are doing. Keep up the good work. 


CECIL WHITEBONE. 


STOCKTON, CALIF., February 8, 1956 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 
We are in complete agreement with Fredrick J. Bell’s policies and strongly 
urge some adequate form of territorial security be legislated. 


RENNEY Movtoks. 


STOCKTON, CALi¥., February 8, 1956. 
Senator A. 8S. MIKE MONRONEY, 
Washington, D.C.: 

We heartily support testimony given by Fredrick J. Bell, NADA executive vice 
president, before your committee. We also recommend and earnestly solicit your 
consideration and approval of territory security with the penalty to be the full 
gross proiit for each infringement. This will eliminate bootlegging and protect 
the public as purchasers of new cars. It is a pleasure to commend the entire 
committee for the fine job they are doing and we sincerely hope that a fair 
factory-dealer contract will be the result of your efforts. 

Sincerely, 
E. M. EvpDeEr, 
President, Elder Motor Co 


; STOCKTON, CALIF., February 9, 1956 
Senator A. S. Mike MONRONEY, 


Washington, D. C.: 
Agree with Bell, suggest territory protection with teeth in it. 
HANSEL & ORTMAN. 
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Lockport N. Y.., February 6, 1956 
Senator A. S. M1 MONRONEY, 


Washington, D.C 


We are in full support of NADA testimony as presented by Fred Bell with the 


exception of territory security issued Believe there should be no territory se 


ty in fairness to the public 


Rorert O. BARTON, 
President, Barton Oldsmobile, Ine. 


SCRANTON, PA., February 8&8, 1956 


on your excellent work on dealers behalf We are with you to 


the end and are in full support of Admiral Bell’s testimony 


J. D. WHITMAN, 
President, Scranton Buick 


LAURELTON, N. Y.,. January 21, 1956. 


Dbar SENATOR: We asa Ford Dealer are in full support of NADA testimony as 


CHAS. J. HOMEYER, 
Home Wwe? Bros 


BEVERLY HILvLs, CALIF., Pebruary 1, 1956 
Senat A. S. MIKE MONRONEY 


Washington. D. C 


We endorse Bell's recommendations except territory allocation endorse Senator 


Monroney’s truth in labeling automobiles 
BEVERLY Hi_its Forp Co 
ANACORTES, WASH., January 26, 1956 
A. S. MONRONES 
Vashington, D. ¢ 
We are in full support of Bell testimony. 
Fox MIOTORS 
SEATTLE. WASH... January 25, 1956 
~ r A. S. Mi \M EY 
Washinoton. D. ¢ 
) have our full support of NADA testimony as given by Bell. 


L. C. LOVE, 
President, Columbia Motors, Inc. 


TAcoMA, January 25, 1956. 
Senator A. S. MIKE MONRONEY, 


Washington, D.C 
We want you to know that we are behind you and your committee in your 
f » crente better condition r the automotive cde s of our Nation. In 


Nation it seems to us 


i i I eile 
view of the impact of our business on the economy of the 


most important that those manufacturers who are crowding dealers with new 
ears (overproducing) and thereby forcing down used car values, causing billions 
f 1 


dollars of loss in car values throughout the country, be made aware of the 
danger and unfairness of their stand. Unsound financing could be one of the 
g dangers to our economy. Already thousands of people who wish to 
trade for new 1956 cars find they have little or no equity in their present car 


reatest 


SANFORD NASH, INC. 
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BROOKLYN, N. Y., Janu Wo Lb 
Senator A. S. MIKE MONRONEY, 
Washington, D.C 


We here wholeheartedly support Fred Bell’s testimony. Territory security 
would cure 90 percent of this chaotic condition from the sales managers to the 
porters here are praying for the continuance of your investigation so their jol 
vould be more secure in behalf of myself and my employees we sincerely thank 
you for your efforts. 

J. C. OBERWAGER, IN¢ 
J. C. OBERWAGER, President 


PATCHOGUE, N. Y., January 27, 195¢ 
Senator A. S. MIKE MONRONEY, 
Washington, D.C.: 

In full Support of testimony given by Admiral Bell relative to automotive in 
dustry Would not stop at factory-dealer relationship, would also investigate 
retail advertising and retail consumer finance. 

HULSE CHEVROLET, IN¢ 





JACKSONVILLE, FLA., March 2¢ 
Re address of G. M. President Curtice, March 1 
Senator A. S. (MIKE) MONRONEY, 
Senate Office Building, Washington, D. C. 

“It was with great reluctance that the clause of territory security was removed 
in 1949. If today it were considered to be legal, such a clause would be incor- 
porated in the agreement.” We urge legislative action relieving manufacturer 
from potential criminal proceedings based on the contract by administrative or 
judicial branches of Government. 

FLORIDA AUTOMOBILE DEALERS ASSOCIATION 
BILL Terry, President, 


Senator Monroney. I would like to insert for the record the column 
done by the honorary automobile editor of the committee, Mr. Fred 
Othman, from the Fairfield, lowa Ledger, under date of January 25. 

(‘The article referred to is as follows: 


Auto BooTLeEGGING Must Go 


By Frederick C. Othman 


WASHINGTON Ladies fur coats must bear labels saying what kind of fur and 
vhere from. Feather pilows must carry an announcement of what’s inside 
Wool suits have got to say how much wool and how much something ¢ So 
vhy not automobiles? 

That’s Senator Mike Monroney’s idea. This Democratic gentleman from Okla 
homa currently is trying to discover why so many auto dealers are so sor | 
factories and why he’s been reading ads of certain motor merchants offering 
956 sedans at $1,000 off the list price 

Che big trouble seems to be that so many new cars have been built lately that 
many a dealer has been selling his extra hard tops at maybe a 850 prolit 
secondhand car merchant half way across the country. This latter then sells it 
is a new car at a price well below that of the regular dealer down the street 


ggi 
America’s 30,000 auto dealers are bitter about it. They want it stopped 

The auto factories claim they can’t do anything about it, on penalty of being 
charged with violating the antitrust laws. Then pass another law, the embattled 
dealers insist 

So there was Senator Monroney and Co., listening to Rear Adm. Frederick 
J. Bell (USN, retired, the executive vice president of the National Automobile 
Dealers Association, who said anybody who bought a so-called new car from.-a 
secondhand man was running the chance of getting a patched-up wreck, or 
possibly a sedan that had been towed across the Nation. 


This is known as bootlegging. It is a strictly legal operation, but the majority of 
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“Instead of attempting to outlaw this so-called bootlegging, why not try : 
grassroots solution from Oklahoma?” Senator Monroney said. “Just require 
truth in labeling. 

“Make it mandatory to place a windshield sticker on every automobile, listing 
all the hands through which it passed, the wrecks in which it had been involved 
and the miles it had been driven, or towed. This would show whether the $3,00x 
new car a man was buying actually was a secondhand one.” 

If what I hear is true about the dealers and the auctions that handle these boot 
leg cars, some of the machines are going to be difficult to drive on account of 
their windshields being obscured by labels. Admiral Bell said he did believe his 
dealers would give the idea serious consideration. 

The Senator suid such a law was in force now in Oklahoma, but that un 
fortunately it couldn’t be enforced any place else. The Federal Government 
will have to do the labeling, if his idea is adopted. He also said he did believ 
the major auto factories were treating their dealers like children. 

He mentioned the phony ads of some dealers and the Alice-inWonderland 
financing of numerous others and he said: 

“This silly drive between Ford and Chevrolet to always be first, this childish 
effort to bring home the blue ribbon every month has led to bootlegging and ridic- 
ulous credit terms.” 

Admiral Bell said he couldn’t agree any more; the Senator said the auto 
makers apparently wouldn’t listen to sound suggestions. He mentioned the 
long-time campaign of Motorist Othman to bring back cranks and running boards 
to automobiles and said this was an example of how Detroit doesn’t listen to the 
customers. 

He laughed when he said it and I fear he was spoofing. All I know is that if 
I’d had a crank on my car yesterday when the battery ran down, I wouldn’t have 
had to call a mechanie who arrived in a tow truck and charged him accordingly. 

(Copyright, 1956, by United Feature Syndicate, Inc.) 


Senator Monroney. I would like to put in the record the editorial 
from the Tulsa Tribune regarding phantom freight, January 25, 1956, 
an article from Printers Ink, in their Washington Newsweek, en- 
titled “Production Pressures Blamed for Deceptive Auto Ads,” under 
date of January 27, an editorial from the Oelwein, Iowa, Register, 
under date of January 20, 1956, entitled “Problems Often Lurk Be- 
hind your Auto Dealer’s Smile.” 

These will be included and published in the record, and the staff will 
sort out the associations. 

(The editorials are as follows:) 


{From the Tulsa, Okla., Tribune, January 25, 1956] 
“PHANTOM FREIGHT’ AND You 


Of the many irons United States Senator Mike Monroney has in the fire, 
none is viewed as it heats up with more interest and cheer than the one with 
which he hopes to burn out the practice of levying “phantom freight” charges 
on buyers of new automobiles. He is chairman of the Senate subcommittee 
hearing the protests of automobile dealers and individual purchasers, 

“Phantom” is the word for the practice that has grown up with the auto- 
mobile industry of charging the car buyer the railroad freight rate on the de- 
livery of his car from the factory. The car 99 times out of a 100 doesn’t 
travel by railroad freight car. It comes on a big truck that hauls several cars, 
is towed behind another new car or loaded on a barge and floated down a 
river. It is delivered for about $40 less than is packed into the sales price, 
according to Paul E. Herzog, research manager of the National Automobile 
Dealers Association. 

Senator Monroney calls this “socking” the auto buyer, and it is. It is a 
quarter of a billion dollar sock a year to the family pocketbook. 

The Federal Reserve Board is paying a lot of attention these days to mount- 
ing consumer credit. Installment debt now totals $27.3 billion. Short-term 
consumer debt is $7.7 billion more. The automobile debt stands at $15 billion 
of this, a rise of about $5 billion in the last year. 
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The average family owes about $1,330 on installment purchases, of which 
$542 is owed on an automobile, $288 on furniture or household appliances, $62 
on repair or modernization loans and $204 on personal advances. (On noninstall- 
ment debt, the average breakdown is $103 on single payment loans due, $123 owed 
mn charge accounts, and $68 on service credit for doctor and dentist bills and the 
like. On home purchases the average is $5,700 still due. ) 

We pause here to suggest readers may be interested in comparing their debt 
status with the average head of a household, and then go on to point out that 
yesterday President Eisenhower asked Congress for a standby law that would 
perminit him to clamp controls on credit when they go wild. 

While such a law would undoubtedly be useful in a clutch, and might turn a 
debacle into a gentle slide, it is aimed at just one segment of the population, the 
buyer. We hope Senator Monroney’s committee will pursue its investigation of 
“phantom freight” charges on automobiles to the end that they will be abolished, 
too. That will put every new auto buyer about a month closer to sole owner 
ship of the car that he would otherwise be, and might be the straw taken off 
Joe Spelvin’s back that will iet him carry the load without stumbling. 


{From Printer’s Ink, New York, N. Y. (Washington Newsweek column, January 27, 1956) 
PRODUCTION PRESSURES BLAMED FOR DECEPTIVE AUTO ADS 


DISTRIBUTION PRACTICES UNDER ATTACK DURING CONGRESSIONAL HEARING 


Current automobile distribution practices were strongly denounced by all 
participants in the hearing begun last week by a subcommittee of the Senate 
Commerce Committee. 

Present pricing, financing and advertising methods were attacked in sharpest 
terms by committee Chairman A. 8. (Mike) Monroney (Democrat, Oklahoma) ; 
committee members; other Senators sitting in; and witnesses George Romney, 
president of American Motors Corp., and Frederick J. Bell, executive vice presi- 
dent of the National Automobile Dealers Association. 

While these practices at retail, plus bootlegging of new cars to nonfranchised 
dealers, were pointed up as the obvious malpractices in the industry today, the 
hearing participants noted factors farther up the distribution line that are respon- 
sible for the retailing activities. Committee members and witnesses agreed that 
it allstarts with overproduction by manufacturers. 

Chairman Monroney repeatedly hammered away at production competition 
He sees a “silly drive” to come out first, a ‘childish effort’ to bring home the 
blue ribbon every month. This starts with production and extends to the dealer, 
he said. 

PRESSURE ON DEALERS 


The matter of pressure on dealers because of the factories’ intense production 
efforts, and the resultant deterioration of dealer-manufacturer relations were 
given searching attention at the opening of the Monroney hearing. In sessions 
to come there no doubt will be more of the same. As part of this the matter of 
freight charges to dealers, termed “phantom freight” since the charges are 
arbitrary rather than actual freight costs, will get considerable discussion. 

These details may become matters of dispute as other auto manufacturers 
come into later sessions of the hearing. But no one is likely to deny that retail 
pricing and advertising have reached a stage of extremity. 

Several examples of advertising extremes were cited at the hearing last week. 
A dealer advertised a $1,000 discount, which he said he could grant because “I 
don’t have the overhead the other fellow has.” <A copy of an ad was shown at 
the hearing in which a dealer offered a 1956 Oldsmobile at cost, which he was 
ably to do by “using the selling expense of December.” Senator Monroney de- 
scribed as the champion bad ad, one from a San Diego paper. It offered “a new 
Packard and $300 cash for your Christmas shopping, for your old car as down- 
payment.” 

Participants see it this way: 

Senator Monroney. Auto advertising gets wilder and phonier. Unless a dealer 
offers a $1,000 discount, a buyer doesn’t give his ad any attention. It will finally 
get to the point where nothing will be believed. 

Senator CHARLES PotTeR (Republican, Michigan). Advertising is belaboring 
the price cut and underemphasizing the integrity of the dealer. 








Mr. Romney. It’s a simple fact of salesmanship in any book I have rend 
no company has a future in selling on price alone 


Mr. I 
! 


coats t 


SELL. I expect that next year offers will be made of $2,000 off and 2 mir 
1roWwn in 
SINESS OUTLOOK 

Mr. Romney predicted that this year the national income would increase 
new high levels, but that the automobile business will fall off. He sees the indus 
try beginning to pay the price for too much production, too much sales pressure 
too reckless financing terms. He cited terms up to 48 months 

\ strong case might be made by some that production has not been out of link 
said Mr. Romney 3 he said it is signiticant that automobile sales in 1955 were 
od percent over 1954, while consumer income increased by 7% percent in the 


sume period 


His company, Mr. Romney said, has been so concerned about misleading adver 
tising on the part of some of its dealers that a company statement of advertising 
policy had been considered for inclusion in the terms of its franchise. The idea 
vas dropped temporarily, he said, because it was concluded that misleading adver 
tising is so prevalent that combined factory and dealer effort would be necessary 
to obtain consumer recognition of honest advertising. 

Mr. Bell announced at the hearing that the NADA has just issued to members 
i code of ethics in selling and advertising (see p. 116) 

t 


Senator Monroney stressed at the hearir t his committee is not aiming at 


} 
new te 


‘gislation to cure the ills of automobile distribution. We said he hopes by 
throwing a spotlight on the situation voluntary correction will be made. If it 
s not, he said, legislation may be necessary 

Mr. Romney did not rule out a need for legislation, but he did say that he would 
rather do without it 

Mr. Bell disagreed. He urged the passage of legislation already introduced, 
Which includes a bill covering phantom freight, another on bootlegging, and an 
other which would reinstate in franchises the provision which allots a prescribed 
territory to a dealer. 
FUTURE SCHEDULE 


Continuity of the hearings has been affected by the natural gas bill being de 
bated this week in the Senate. Senator Monroney has an interest in this bill, and 
e has given such time to the auto hearings as he could spare from the floor, 


As he described the future schedule of the to hearings to Printers’ Ink, a 
freight specialist wos to be the only witness this week. Committee will recess 
through the convention period of the NADA this week in Washington. The 
Senator will speak at that meeting. Then, h aid, the hearing will pick up after 
February 1 for a short session, after hich there wi be another recess, und 





7 ) J 20, 1956] 
Pr MSs © y J Bi Vp Your Auto DEALER'S SMILI 
W he you wa » to vour favorite auto dealer and start haranguing about a 
cle vou may ot know that this friendly guy has been in a tight squeeze since 
- rt: » nVS « the n forties Hie’s the fellow who must look the custo- 
he eye ar te the price Otte it’s a price hiked far higher by the 
» he elieve = 1 SH 
Piast d to buy di ling slow moving merchandise like 
lgzage ' motive | Oo x he « Often he was withering under 
essure | bly z his i Sell more Cars or turn over your 
¢ = ( b ‘ 
rhe ea gre vy dealers feel the dealers’ story never has been told 
Thanks to action by State and National dealer organizations most of the serious 
prar have bee \\ suarding against what might happen 
he f f t Re i ile? 
\\ have heard more th: one Ford, General Motors, and Chrysler dealer ex- 
press e ¢ ger and threat to businessmen like himself if the Big Three is able 
the smaller independent automotive manufacturers. Although dealers 


selling cars made by the Big Three are working their heads off to maintain local 
leadership in sales, they still are smart enough to see that the pressure on the 
dealers in the battle of the giants would increase by many times if Studebaker, 
Packard, Nash, and the rest of the independents were to fold. 
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In fairness to the factories, however, it should be emphasized that a f ther 
I 


employ efficiency practices that benefit their outlets and make good dealers bette 


We have to have big business to have little business, and there are hundreds of 


housands « success Stories that have taken place on Main Stree | S. A 
| t the production and sale program of the factories and the hely ‘ 
b yg hie e dealer is hard pressed The factories’ assembly lines and 
Americnt byineering have brought a car to nearly every home in our Na 
The lowa Automobile Dealers Association and the National Automobile Dealers 
Associautions have been effective in bringing an improvement in practices that 
have aroused dealer complaints The O'Mahoney investigation has been | 
ed by the NADA and the TADA One letter to the TIADA by an lowa dealer 
ed on the State association to “take the dealers side of the pract eS some 
the factories have been using on some of the dealers Nhe IADA has ¢ 
ned that many problems have been presented by dealers but with the 
don't do anything about this now because I don’t want trouble.’ In ome 


vhere a dealer's franchise was removed, he told the LADA. office 
{ r the contract expired 
The dealer problem became acute back in the mid-forties during the erit 
r shortage. This was true, a Registerland dealer explains, in the tractor 
and automotive industries. “We would have to buy a posthole digger or ai 
inferior mill to get a tractor, or $3,000 worth of obsolete parts to get 8 tractors 


Sometimes packages of luggage and quant 


dealer with each car delivered 


ities Of parts were forced on t thre 


Some dealers today complain about the recent increase in prices of cars a 


unjustified. “I know of a case,” a dealer reported, 


“where the company con 
plained about my markup, which was as low as I dared place it and still stay 
n business. We get pressure from both the factory and the consumer, and it 


ough squeeze.” 


In some cases, other dealers report, the factory gets the Polk registratior 
figures (Wisconsin laws will not permit this) and insist that dealers show lead 
ership in their areas by a certain percentage increase or be canceled out Some 
factorie have had a dealer contract that must be renewed once each year, al ad 
the dealer has been told, “if we renew your contract you must sell—cears next 
year or lose it.” This practice has been discontinued 

It is a factory policy that has forced bootlegging in Iowa, another dealer re 
ports If a dealer is loaded, he has to find a way to get his money out of ther 


he will go out of business, it is explained 


The O'Mahoney investigation uncovered a letter f 


‘om an Albany, N. Y., dealer 
vho had been an outstanding success in his field But he said in the letter I 
have recently come to the conclusion that all the ethies, dignity, and fun have 
gone out of the automobile business. Ethics have become what you can get by 


with legally, dignity is completely gone, and without these two prerequisite 
n’t much fun in doing business 

The conditions existing today,” the Albany dealer continued, “are brought 
about by a battle between the titans in our industry and organized labor 41] 
three are headed up by individuals who are in extremely strong position 
ivowed and admitted enemies of each other, who are ruthlessly gratifying 
their own ambitions regardless of consequences. Their performance is undem: 
cratic, unpatriotic and has already brought great chaos to the industry and 
unless checked will bring disaster” 

The automotive dealer in your ¢ommunity is publie spirited, a good bu 
man and his prices are in line with what he has to pay for the product On top 
of that. he is taking less percentage of profit today than ever before Hiis « 
tomers’ interests and his community’s welfare are of first importance to | 


We will resume our testimony at 10 o'clock tomorrow for Membet 


of Congress and Members of the Senate. Several have asked to be 
heard tomorrow who could not be heard today. 

The committee will stand in recess until LO o'clock. 

(Whereupon, at 11:30 a. m., Tuesday, March 6, 1956, the commit 
tee adjourned to reconvene at Wednesday, March 7, 1956, at 10 a.m.) 
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WEDNESDAY, MARCH 7, 1956 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITYEE ON AUTOMOBILE MARKETING PRACTICES, 
Washington, D. 


’ 


The subcommittee met, pursuant to recess, at 10 a. m., In room G-16, 
the Capitol, Senator A. S. Mike Monroney, chairman, presiding. 

Present: Senators Monroney, Thurmond and Payne. 

Senator Monroney. The Subcommittee on Automobile Marketing 
will be in order. 

Today we are pleased to have testimony from Members of the House 
and Senate again. We have the distinguished Democratic whip of 
the United States Congress who is here to testify—a man who repre- 
sents the State from which I come with great distinction, who has been 
most helpful throughout the automobile investigation with many sug- 
gestions, information, and support for the little business community 
that the automobile dealers represent. 

We are pleased to have Congressman Carl] Albert, the Democratic 
whip, testify at this time; would you come forward ? 


STATEMENT OF HON. CARL ALBERT, A REPRESENTATIVE IN CON- 
GRESS FROM THE THIRD DISTRICT, STATE OF OKLAHOMA 


Mr. Avsert. Thank you, Mr. Chairman. 

I have a full statement that I would like to leave with the clerk. I 
want to say that we in Oklahoma and particularly the automobile 
dealers are miglity proud of the fine manner in which you are conduct- 
ing this investigation. The automobile dealers in my district—and 


[ have visited most of them during the recent recess—are in pretty 
bad shape and they need help, and the thorough manner in which 
your committee is going into this is their one great hope. 

Many of them are fearful of going under, and with them, of course, 
would go local competitive enterprise in the automobile business, and 
in the end it will be the consumers, the people, generally, that will 
suifer. 

[ want to commend you and your committee, and I want to thank 
Senator Goldwater for yielding for this minute while I make my brief 
statement and leave my rem: arks for the consideration of the committee. 

Senator Monronry. Well, we are very grateful to you, Congress- 
man Albert. May I say that I am very familiar with the fine Repre- 
sentative District that C ongressman Albert comes from. 

As I reconstruct this district in my mind’s eye again, if the auto- 
mobile marketing practices continue to deteriorate and if we continue 
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todrift intoa supermarket type of Operation, would you not say, prac 
1 uly, Loo Tess! Wn (Albert. that probably only three larce Citles | 
vour d 


listrict would have automobile sales and service ? 
Nr CBERT. Right. 


Senator Monronrey. MeAlester, Ardmore and perhaps Durant 


{ ] 
| 
| 


would be the three places where there would be a supermarket, and a 


i 


] ] 7 . -_ . : . . 
ae tle business that is represented by the franchised dealers now 
handling the ¢ or 5 or 10 lines of cars in all of the county-seat town 
i other tow} s would probably be frozen out in this type of operation 


Mr. ALBERT. Phat is the feeling of dealers. Even in those town 
\ fear that some smaller dealers might go under and be left to 
the monopoly of only a few large lines. 

Senator Monroney. Probably not over 1 or 2 supermarkets in ever 
the b ogest towns, which means the liquidation of Tor 8 COMpPeblltl ve 
free enterprise, | K ally OV ned, local] 
large towns in vour di triet ? , 

Mr. Arverr. That is correct. 

Senator Monroney. That is why this investigation is so significant, 


\ managed businesses, even in the 


and why the problems of the automobile dealers, while they might ap 
peal on the surti e to be only the dealers’ problems, are the problems 
of the automobile user, who must have the continuing service. They 
are also the problems of the community in which they operate and 
which thes support in taxes and In civic enterprise and local leader 
sh p, and if we allow that to disappear without giving it the maximum 
amount of assistance we an properly aolve mn the Congress, we vould 
be guilty of liquidating the last remaining strong segment of little 
bh 


ness in this country. 


Mr. Annerr. They represent the leadership in many fields in small 
business in their communities, and thev are one of the last bulwarks 
of our great small business system. ; 

Senator Monroney. Well, IT have known your continuing interest 
for well over 2 years in this problem and our conferences on it have 
been indeed a great help to this committee. 

Mr. Aurerr. Thank vou for giving me thistime. I don’t want to en 
eroach on vour time, because I know you have many other members 
waiting to testify. 

Senator Monroney. Thank vou very much, Congressman Albert. 


The statement referred to is as follows:) 


STATEMENr oF Hon. Cart ALBERT, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF OKLAHOMA 


Mr. Chairman, it certainly is a pleasure for me to appear before this committee 





today to make a brief statement I want to take this opportunity to express my 
deep appreciation to you for the fine work you are doing I want particularly 
to ¢ ratulate my « mague from Oklahoma, Senator Monroney, who is going 
about the job of inquiring into automobile marketing practices in his character 
istically thorough manner I know the automobile dealers of Oklahoma, and of 


all the other States for that matter, are grateful to him and to the other members 
of this committee for giving them a sympathetic hearing 

I am personally gratified that you are conducting these hearings because I feel 
very strongly that the 42,000 independent automobile dealers of this country are 
in trouble today ; some of them in such serious trouble that they are in danger of 
being forced out of business. 

I can’t add to the detailed knowledge which the members of this committee 
already have about the reasons the automobile dealers find themselves in such 
a distressing condition I can, however, testify as to the situation I found in 
my own Congressicnal District last fall when I covered the district from one end 
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to the othe! The dealers are hurting gentlemen, and they need help fast if many 
of them are to be Kept from going under. 

You have heard their complaints, and you know the reasons for their miseries 
They don’t like the fraud perpetrated on their customers by phantom or fictitious 
freight charges These charges constitute hidden profits which go to the manu 
facturers, and they cost the automobile buyers of this country some $200 million 
a year. 

the dealers don’t like to be required to take more cars than they can sell. 
Why do you have bootlegging of new cars from franchised dealers to the used car 
lenlers? You know the answer: It’s because the franchised dealer can’t find 
the customers for the cars he has on hand; he has to get out from under his in 
ventory, and he passes along part of his stock to the used car dealer up the street 
it a comparatively small profit. 

The questionnaire distributed by this committee shows the extent of the prob 
lem. Dealers report that bootlegging practices are seriously detrimental to their 
business; they overwhelmingly favor the elimination of phantom freight charges. 
Chey would like to specify the mode of transportation to be used in the delivery of 
new cars, and they believe the dealer should be allowed to pay the actual freight 
ost directly to the carriers that deliver their cars 

I am not going to bore you gentlemen further with a recitation of facts that you 
ilready have at your disposal 1 do want to say a word, however, about 
inother aspect of this problem which seems to me to demand attention 


Il refer to the fact that while the profits of the dealers are going down and 
down, the protits of the giant automobile manufacturing corporations are going 
upand up. As the bigger manufacturers tend to get larger and larger, the smaller 


manufacturers are either driven out of business or swallowed up. More and 
more of the automotive production facilities are concentrated in the hands of 
a few companies. There is an inescapable monopolistic pattern that calls for 
close scrutiny by the Department of Justice and by Congress. 

As these giant corporations grow richer and bigger by the day, the auto 
mobile dealers find the financial road becoming rougher and rougher. The 
dealers need help if they are to be kept from becoming the mere tools of the 
high and the mighty. 

Again, gentlemen, I want to thank you for allowing me to appear here today 
I do not claim to be an expert on this problem, but I know from talking to many 
dealers in my district that they feel desperately in need of help. It is gratifying 
for them to know that in this committee they are getting a sympathetic hearing 

Senator Monronry. We are honored today to have one of our dis- 
tinguished Members of the Senate, a man who has spent his whole 
lifetime, prior to coming to the Senate, as a leader in independently 
owned, independently operated business. While he has not—I do not 
think—actively engaged in the automobile business, he certainly has 
one of the widest experiences of the whole Senate on the problems 
of independent business and while his operation in comparison with 
other elements of small business might seem large, it is still a strong 
and effective part of what is generally termed “small business” in the 
Nation. 

We are delighted to have Senator Barry Goldwater, of Arizona, 
here to give us the advantage of his views on this matter. Would 
vou state your name for the record ? 


TESTIMONY OF HON. BARRY GOLDWATER 


Senator GoLtpwaTer. I appreciate your kind remarks, Mr. Chairman. 
[ also appreciate the opportunity to come before the subcommittee to 
explain briefly the attitude of the automobile dealers of Arizona as 
they have expressed them to me during the past several years regard- 
ing the present problems within the automobile industry, the general 
legislative problems that have been advanced for their solution. 











556 AUTOMOBILE MARKETING PRACTICES 


Now, I am not in the automobile business, nor do I possess any de 
tailed knowledge of the operation of an automobile dealership. I 
am, however, a “busin lessman and as such a firm believer in this coun 
try’s tried and — doctrine of free enterprise. The automobile 
dealers of this Nation re present a vast segment of the small business 
of America, both individually and collective ly. They contribute to 
the economic and civil welfare of our country to an extent that war- 
rants the fullest possible consideration of their viewpoint by thos¢ 
of us who desire to maintain physical soundness and economic prog- 
ress in the United States. 

The automobile dealers of Arizona—and I feel certain their at- 
titude is reflected all over America—abhor the kind of Federal con- 
trols, regulations, and restrictions which would deprive them of the 
fullest and freest exercise of their legitimate business functions. Their 
ultimate aim has long been to secure the tenets of the free-enterprise 
system not only for themselves but all segments of the American 
economy and in attempting to meet this g oal they have consistently 
re ‘lied upon those qualities of individual initiative « and incentive which 

ire the primary requisite of the American economic challenge. Today 
the automobile dealers of this country find themselves faced with 
conditions tes threaten their existence. The problems, of course, 
vary from State to State and I cannot say positively that the grievances 
of the dealers in Arizona are entirely the same as those in other States 
ak sections of the country. 

Considered from the standpoint of the whole, however, the dealers 
in my Stat e whether experiencing the maximum con oe es of these 
difficulties or not still have a vital stake in the present issues for in- 
equities and failures in any part of the automobile industry ultimately 
affect the whole? I read with a great deal of interest the automobile 
marketing practices study which was reported by this committee as 
a result of questionnaires sent to some 40,000 automobile dealers in 
America. 


With r all] exception the thinking of Ariz NA dealers seems To coin- 
cide h that of dealers in all other areas. Out of over 220 dealerships 
in the State of Artzona to which this questionnaire was submitted, 
there were 113 replies. Indeed, this general congressional investiga- 
tion into automobile dealer problems in the fi ield of automobile market- 
ing was favored by 68 out of 88 Arizona dealers answering the ques- 
tionnaire on this point. I notice further that 76 out of 109 Arizona 

. | : 
dealers replying to the a and I quote, “Is new car bootlegging 


in your area seriously detrimental to your business?” replied in the 
affirmative; 59 of the cabaawdiie dealers in my State responding to this 
naire indicated their belief ie boot le eging in their area has 


Oo oO! 
increased during the past year: 44 Indic ated that if remained about 
the same and only 8 dealers express Ath e opinion that bootlegging had 


declined, Out of 108 Arizona dealers who answered the question, 82 
indicated support for legislation allowing the automobile manufac- 
turers to cancel the franchises of dealers who sell cars to unauthorized 
persons for resale and 68 out of 106 Arizona dealers answering indi- 

ited their belief that such legislation would affect ively curtail boot- 
lecoing. To the question concerning the elimination of the so-called 
phantom freight, a problem of particular concern to a Far Western 
State like Arizona, 92 out of 98 dealers responding answered in favor 


~———~ 
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of such curtailment; 52 out of 93 dealers indicated their support for 
return to a system of territorial security. 

Now, Mr. Chairman, the automobile dealers of Arizona, and again 
I know that this is true of the indus try generally, have not come sc ur- 
rying to Washington for help without first making a prolonged a 
concerted effort to resolve their present difficulties within their own 
ranks. 

In fact, as a group they are fundamentally opposed to any depend- 
ence upon the Federal Government in the operation of their own busi- 
ness, including their relationship with the factories. They would pre 
fer at any time to dispose of these problems without legislation. 

They have only come to Congress because their efforts in the past 
to do so have been unsuccessful, With this in mind, therefore, it is the 
d ty of the ¢ OnLTess as | see it to answer the needs of the automobile 

ealers of America only by such minimum le ee ation as is absolutely 
necessary keeping const: uitly in mind the fact that dignity and success 
of this industry in the past has been achieve ‘d dhveas free enterprise 
methods and that we dare not destroy the foundations of their opera- 
tions under such a system by a frantic, hastily considered effort to 
rogien ite merely to accomplish surface ob jectives. Indeed I am con 

ident that the automobile dealers of Arizona would never subscribe 

to a theory of legislation for their industry or any other which in 

eliminating present problems would only create new and greater 
ards in the future. 

Now, Mr. Chairman, in conclusion, and this is not a part of my 
prepared statement, 1 am extremely hopeful that as a result of your 
i" terest in this and the interest of the committee that the automobile 

dustry will come to their senses, It is difficult for me, a man who has 
spent his life in business in this country, to imagine that the operators 
of the giant automobile industry of this country cannot see the hand- 
writin ig on the wall. JI cannot understand any ambitious man ope nly 

iviting the Federal Government to step in and regulate their business 
a that is what the men in Detroit are seeking to do. 

While I am not acquainted with all of the details, the dots and the 
commas of these contracts and the difficulties of the automobile deal 

, certainly if you who have been a businessman and I who have 
been a businessman ean get aione with our manufacturers and car 


1 


get along with our customers and not resort to almost frantic effort 
that are necessary today in the automobile business to stay alive, 
think you might call them the brass or the bosses of the automobile 
1} lustry ean realize that they have “ot to make a more workable sit 
uation with the dealers of this contract 

Frankly, as a businessman I have been ashamed of those peopl 

1 Detro it who have e not been able to see this situation deve Joping o 1) 
thi country and who have not bent over backwards to correct it, and 
I am hopeful, and I am prayerfully hopeful that of these meetings 
that you are conducting will come enough evidence to convince those 
men that they should sit down with their dealers and work something 
out and keep the Federal Government completely out of it and I 
sure that the distinguished chairman of this committee has the same 
attitude. 

Now I want to thank the chairman for his kindness in allowing m« 
to come here. It has been a great pleasure. I wish that I were mor 


T 
' 
A 











Oe AUTOMOBILE MARKETING PRACTICES 


conversant with the automobile industry and can speak more intel 
ligently on the subject, but | am Spe aking asa businessman and | 
not like the Federal Government in anybody’ s business. 

Senator Monronry. I would agree completely with the distin 


guished Senator from Arizona, that the least regulation possible is 


the best. This situation has been permitted to grow up by the detach 
ment, I OueSS, of the hicher echel 1OVNS ot the American automobile 
business and has endangered the free and independent part of thi 
iutomobile industry. \s greater and oreater concentration has Oc 


curred in the automobile industry, the problems of the independer 
part, the other half of the automobile anaey. the 40,000 franchise 1 
lealers have increased. The bli indness of thos e at the top to the job 
that has been done in the past of sellin i” cars to more peop le than 
myone ever dreamed could be sold and then turning around and 
selling two cars to the family is being overlooked as the two giant 
try to catch the brass ring every month to be first in sales in price 
class. And in this silly race that goes on, the dealers are being han 
rassed, liquidate a, made to feel like peons or sel fs. A fter all, people 
do not rush out the next morning atter reading that Ford or Chey 
rolet was first for that month and decide that is the car they have 
to have. Yon are selling automobiles and not first-place, and these 
dealers know that. It is just as hard to sell a car and the trade-in on 
that car and the trade-in on the trade-in, and maybe another trade 
in, in order to dispose of one car as it was to make the darned car in 
the first place. 

Senator Gotpwater. Well, I might say that I feel there are two sides 
to every point. I feel better salesmanship could be employed by the 
dealers of this country. I have not had an automobile salesman ap 
proach me to sell a car — 1959. LT have to walk into the automobile 
dealer's place and Say “ ‘an I buy anew car?” 

Of course, they are id. to sell it to me, but in my business I don’t 
wait for customers to come inside my store. I go out and bring them 
there. I think the mone \ is there, and good se lling will he ‘Ip. But the 
thing I want to repeat, that keeps going through my mind, is that if 
there Is an exam} He in this world of the results of free compet itive 
enterprise, it is the automobile industry. Yet those people are inviting 
the destruction of that busin 1eSS by the ‘methods the ye vidently use with 
their dealers that will result sometimes, if they don’t change their 
methods, with Federal laws and regulations that, in effect, restrict the 
free enterprise system. 

It just amazes me. I have friends in the automobile industry in 
Detroit and in Chicago and through Indiana, and I have talked to 
them about this subject. It is astounding to me that an American bus- 
iness leader will allow the situation to go on. You and I would not 
allow it in our business for 5 minutes. 

[ have to go to another meeting. 

Senator Monronry. We appreciate very much your valued test1- 
mony. I think what you have said can be proven to be true when you 
consider that as late as December, the preside nt of the largest auto- 
mobile company tol ee committee of the Senate that all of this 
talk about dealer hardship and dealer dissatisfaction was just the re- 
sult of a few disbruntled dealers who couldn’t keep pace with today’s 
merchandising and marketing. Certainly the testimony that we have 
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id. the testimony from Senators and Congressmen, our personal spot 
hecks with thousands of dealers lead me to believe that this ivory 
wer oe lex that has existed regarding the dealer protests that it 
On lv the very fe WwW certs ally needs to be rey ised 1 In high p ri uCeS, and 
[ am pleased to say there are some signs being shown that they are 
ane aia tinct revision. , 
senator GoLpw ATER, Well. vo u will be doin fa great service to 
({merica and the free ente rprise system, aS we ll as the automobile in 
lnstry and dealers, if you can force the resolving of this problem be 
tween themselves and keep i it out of legislation. 
Senator Monroney. Thank you very much. 
Senator Gotpwater. Thank you, Mr. Chairman. 
Senator Monroney. T appreciate, indeed, you taking your time to 


i 


ome here. 
We are honored today to have a man who has been in this automobile 
roblem from the very first, a man whose efforts brought the original 
lief on phantom freight to his own territorial area, an outstanding 
ader In the oe ion cme to this great committee of the § \ 
» To ide. I speak of the Honorable Carl Hinshaw, men 
f inte rstate and a Commerce Committee of the Hor 
Representatives. 


( ongressinan Hinshaw, we hy ive fo I] lowed with vreat mrerest in our 
aU the fine pioneering work vou have done. vour consisten effort 
help correct many of the abuses that have later appeared to be the 


ee of the liffic ulty oft automobile marke ine. We are please an 


onored to have you give this committee the benefit of your long study 
{interest in this ea Se, 
Mr. Hinsnaw. Thank vou, Mr. Chairman. 


STATEMENT OF HON. CARL HINSHAW, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 
Hinstuaw. I don’t feel as lonesome now as I did a couple of 


ago when I first introduced a bill on this subject, the bill making 
leo il the charging of SO -( alled phantom freight. I aim delights that 


Senate committee and yourself, a very good and old-time friend, 
lave seen fit to take up this subject in a big Wily. Sometimes the be 
nnings of things are not as strong in appearance as certainly the 
end of things, and I hope the end is coming soon, and if you can con 
tribute to it, you will have done a great job. 

Of course ‘you know that the House Committee on Inters‘ate and 
Foreign Commerce had hearings on this bill of mine and a couple of 
others, on July 21 and 22, 1954, and that we reported H. R. 9971, whic! 
vas the bill, my bill, and also the 9916 and 9769 on more or less the 
same subject, and it went to the floor of the House and had to go on 
the consent calendar, and it was objected to and consequently it wa 
not passed. 9769 they let go through. But in the course of that ob 


jection, what to me appeared to be a new face, appeared on the floor 
the House and asked unanimous consent to extend his remark 
Sena‘or Monronrey. What do you mean—"“a new face appeared”? 
fr. Hinsyaw. The gentleman was in the by 4% 5 just one term 

ind I hadn’t seen or he ue him before. nor have I seen or heard of 


msinee. But he extended his remarks 


73438— 56—pt. 1——8T 
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Senator Monronry. Is the Congressman anonymous ? 

Mir. [unsmaw. No: a Mr. Oakman. Did you ever hear of ] 

Senator Monroney. You are not talking about Freddy Othn 

e honorary automobile editor of the committee ? 

\I Hiinsnaw. N ys Oakinan. | would like to offer you the o*s 
it he put in the Record. It shows great knowledge expressed in 
few terse paragraphs concerning the reasons why such a busine 

e are talk ne avout this n orn'ne was of no problem to the automo! 
ndustry 


Senator Monronery. Certainly of no problem for the autemob 
dealers within Detr . because they are the ones who are the | 
ficiaries of the extra pack for p: intom freieht for everybody e! 
thr uchout the country. 


Mr. Hinsuaw. Well, I would like to offer to the gentlemen for the 


consideration, not necessarily for the record, page 14256 of the Rec 
of the 83d Congress, 2d session, for committee files. It would probabl 
be helpful to keep it in that condition, but apparently Mr. Oakma 


spoke for the manufacturing industry. 

Senator Monroney. This was under the permission of the House t 
vise and extend your remarks without being spoken on the floor 
Mr. Hinsuaw. That is exactly right. 

Senator Monroney. You have a very quaint custom, which I u 
to be the beneficiary of, of being able to make a speech without being 
heard. Of course we make speeches in the Senate without being heard, 


but we have to make them. You can neither be heard nor make then 
and still get in the Record, which makes for some interesting reading 


in the Congressional Record. 


(‘| he arti le referred iO is as follows :) 
[From the Congressional Record, August 12, 1954] 
AMEND THE FEDERAL TRADE COMMISSION ACT 


The Clerk called the bill (H. R. 9917) to amend section 5 (a) of the Federal! 
Trade Commission Act with respect to certain unfair methods of competition ir 
connection with the sale of motor vehicles. 

Mr. Forp. Mr. Speaker, I ask unanimous consent that this bill may be passed 
over without prejudice. 

The SPEAKER. Is there objection to the request of the gentleman from Michigan 

There was no objection. 

Mr. OAKMAN. Mr. Speaker, I ask unanimous consent to extend my remarks 
at this point in the Recorp. 

The Speaker. Is there objection to the request of the gentleman from Michigan? 

There was no objection. 

Mr. OAKMAN. Mr. Speaker, first, the proposed amendments have not received 
sufficient study. Neither the automobile manufacturers nor the manufacturers of 
other products were invited to attend the hearings, and no manufacturer ap 
peared. The proposed amendments could have far-reaching effects on mannfac 
turers and whole industries. Such legislation should not be passed until they 
have been heard and their views given appropriate consideration. The methods 
for charging freight currently in use in the automotive industry have been in 
use for more than 30 years. 

Second. The proposed amendments are ambiguous. It is not at all clear fro1 
the bills whether inbound freight to assembly plants, warehouses and depots may 
be included in charges for freight by manufacturers to customers. If inbound 
freight cannot be so included, multiplant manufacturers or manufacturers with 
branch warehouses or depots will be penalized, while their dealers or customers 

thyvi areas will receive a windfall which give them a competitive advantage 





er « toiners of single-plant manufacturers 
Third. The proposed bills have not been given study to determine their effect 
on industry. More specifically, in the case of H. R. 9917, no study has been given 
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» the effect of the bill on the smaller motor-vehicle producers who 


branch assembly plant, and on their dealers. Current pricing methods are be 


lieved to permit single-plant producers to compete with multiplant pr ers in 
lying areas. Reduction of prices in outlying areas by those producers having 

branch assembly plants in such areas would injure substantially the npetitive 

position of the smaller, single-plant car and truck manufacture 

~ Fourth. H. R. 9917 is unworkable in the automobile industry, In crder that 

prices to dealers be fair as between and among dealers in a particular line of 


vehicles, there must be “blending” of prices at many points. Moreover, when 
multiplant manufacturer ships cars to a dealer from several different assembly 
ants, it is necessary for the manufacturer to adjust its p 
rice for the same model car to the same dealer is the same, even though the cars 
are shipped from different plants. Both of these practices are permissible unde 
existing law because they huve no substantial, adverse effect on competition 


I 
I 
i 


] ! 
Both would be outlawed by H. R. 9017. 

Fifth. The present practices of charging for freight in the automotive indus 
try are not the primary cause of bootlegging. As was pointed out by represent 


tives of the NADA at the hearings, bootlegging is a practice which takes place 
in low-freight areas as well as high-freight areas. A change in the pre ent 
practice of freight charges in the automotive industry would not stamp out boo 
legging, Which presently is the principal subject of concern to the N ADA. rhe 
NADA has strongly endorsed H. R. 9769, which is directed specifically to the 
bootlegging problem. Most of the testimony in the hearings was related to that 
bill, and was not designed to bring out the facts relevant to H. R. 9916 and H. R. 
9917 No facts have been developed as to the extent, if any, to which so-called 
phantom freight may exist in the automotive industry. 

Sixth. The committee report compares rail freight rates with the costs of 
caravanning. This is not a fair comparison. Caravanning is not licensed by 
the Interstate Commerce Commission whereas freight rates are set by the ICC 
This purported comparison emphasizes the lack of study given to the proposed 
bill. There are no data at all as to actual costs of the manufacturers 

Seventh. The Federal Trade Faustian has taken a position in opposition to 
the bills. No reference to this is made in the committee report 


Hinsnaw. It isa great thing. It says the Voice. Just after 
the bill was reported to the committee in 1954, a letter came from 
the Federal Trade Pncietinies . which did not get into the record of 
the hearings nor a the committee report. It was an adverse report 
on my bill, and if the distinguished Senator will permit me, I would 
like to read au a extracts from that because it is most amazing. 

Senator Monronry. Now is this the House committee or a Govern- 
ment department ¢ 

Mr. Iltnsnaw. The Federal Trade Commission, Washington, the 
Office of the Chairman, dated July 25, 1954, and addressed to the Hon. 


Charles A. Wolverton, Chairman of the Committee on Inters { 
and Foreign Commerce of the THlouse of Representatives and i 

spect to H. R. 9916 and 9917, which t authored 917, being a spee 
bill to outlaw phantom freight. So it must be neneideves that in 


oO 
hs airman of the I ‘ederal ' ‘rade ¢ Commis 
sion was addressing himself to both bills 

I will submit the entire letter to the genleman. 

(The letter referred to is as follows:) 


Ba 
making these remarks, the (¢ 


FEDERAL TRADE COMMISSION 
Washington, July 28, 1954 
Hon. CHArLes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. ¢ 

My Drar Mr. CuarRMAN: This is in reply to your letter of July 16, 1954 
requiring a report on H. R. 9916 and H. R. 9917, 83d Congress, 2d session, bills 
to amend section 5 (a) of the Federal Trade Commission Act * * *, 

II. R. 9916 would amend section 5 (a) of the Federal Trade Commission Act 
by adding a provision declaring it to be an unfair method of competition and 
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an unfair or deceptive act or practice for the manufacturer of any product to 
charge or collect from his vendee any amount represented as or attributed to 
freight or transportation charges in excess of the actual cost incurred by the 
manufacturer in making delivery to said vendee. H. R. 9917 differs from H. R 
9916 only in that it is restricted in application to manufacturers of motor vehicles 

The proposed amendments to the Federal Trade Commission Act are not 
required in order to give jurisdiction to the Commission in cases where vendee 
are deceived by representations that delivery costs are greater than they actually 
are or in cases where pricing practices of manufacturers may otherwise con 
stitute an unfair method of competition, or unfair or deceptive act or practic 
The Commission has instituted a number of cases under section 5 of the Federal 
Trade Commission Act charging as a violation of that act false statements that 
shipping costs were in excess of the actual cost of making shipment. These 
cases, like other cases of misrepresentation, involved instances where the buyer 
was deceived into believing that he was paying no more than the true cost of 
transportation. 

The bills would add to the present coverage of section 5 of the Federal Trade 
Commission Act by including situations where the vendees are fully aware that 
the amounts charged or collected for transportation are in excess of actua 
shipping costs. It is not believed, however, that passage of the proposed legisla 
tion would have any substantial effect upon such situations, as sellers could 
avoid the application of the proposed legislation simply by not designating any 
particular amount as transportation cost 

We do not understand that the bills would have any application to methods of 

pricing other than false repre sentations that delivery costs are in excess of the 
ictual delivery cost to the manufacturer. Thus, we do not understand that the 
bills are intended to require a system of pricing whereby vendors must sell f. 0. 1 
mill with shipping costs separately stated, or in accordance with any particular 
method of pricing. If the bills were intended to restrict or limit vendors in their 
pricing methods, the Commission would be strongly opposed to their enactment 
for that reason. Our free-enterprise system encourages competition in all areas 
including price and the method of pricing. Vendors must be free to elect to se 
at delivered prices without the necessity of realizing an identical “mill net r 
turn” on each sale. The Commission’s position in this respect follows the leg 
lative history of the Robinson-Patman Act, where the Congress was unwilling t 
define “price” in such a manner as to require f. 0. b. factory pricing. 
Inasmuch as the Commission already has jurisdiction in instances where de 
ception is involved and it does not appear that the bills would otherwise be effec 
tive, the Commission is aware of no need for the legislation and accordingly 
feels unable to recommend it 

In the event legislation of this nature is favorably considered, it is recom 
mended that its application not be limited to manufacturers or manufacturers of 
motor vehicles. It would appear appropriate that i 
person selling in interstate commerce 

Due to the limited time to submit this 
the report with the Bureau of the Budget. 

By direction of the Commission. 

Sincerely yours, 


ts coverage extend to any 


report, we have not had time to clear 


Epwarp FF. Howrey, Chairman 
Senator Monroney. We will print the whole thing in the record. 
You might read, for the benefit of the committee and the press, the 
parts that are of special interest in this matter. 
Mr. Hinsnaw. Thank you, sir. 
In paragraph 3 he says: 


The proposed amendments to the Federal Trade Commission Act are not re- 
quired in order to give jurisdiction to the Commission in cases where vendees are 


deceived by representations that delivery costs are greater than they actually 


in cases where pricing practices of manufacturers may otherwise con- 
stitute an unfair method of competition or unfair or deceptive act or practice. 


are or 


Now that, to me, was quite an enlightening piece of business. In 
other words, the act, as they state it, is not necessary and hence, sup- 
posedly, the problem should have been taken care of a long time ago 
by the Federal Trade Commission. 
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fromthe Chairman made in L9d-+4 ¢ 
Mir. Hinsuaw. Yes. 


Senator Monronery. Stil] nothing has 


+ | + 
mnon be Ulawal OT the tact that the 
} ) 
if 2 ntom irel@ht in 183s 


the. le savs the bills would add to the 
if the Federal Trade Commission Act 
the vencdees are fully aware that thie iy) 
Uns] roathe re mM CXC of actual s! 
Wel i course t \ re Tt Wal 
{ eS Lhe \ e ] { fy » i\ 
ho DUVIT Tron mint { urers 
the udnetua to the ultimate 
iii iid they mins e Vv ite 
irve onto an automobil LG. £ 0} 


ever, that thre passage of this proposed 


if eflect upon su itu Ol 
{ j ] | ] | 
of the proposed legistatio stmiply by ne 
tl] MOUNT as TI sportatio? st 
; ; ; 
hy eroestion D\ he Ke tl Prade ( 
( ' i ti ( i t 
) 
( at ( ne} tT) LCOUnDle ¢ Ot 
Now destination charges in quotes 


tion charges are now something they 
ost. in ¢ rade rto get around thi a 


Inasmuch as the Commission 
1 and it 4d S not appear 

ective, the Commission is aware of no need 
feels unable to recommend it 


‘ ol IS 1nVOlVE 


i, 1} ; , +] } 
Veli. NOW. GT Course there is no ade 


Know Just What is be ng done, but tot 
me, it isa great piece of fraud and wv 
ibout it. The manufacturers, of cour 


vehicles, are not subject to havine commi 
and me, and they could not commit a fraud upon 


the dealers know it, but the dealer 


he has a contract with the manufacturer a 


v th National Automobile Dealers 


; 
was that, prior to the adjustment 
avo, those total overcharges for nhantor 
on the ear sales of 1954. 
Mr. Hinsnaw. I do. at least that. 
Senator Monroney. Tl is fi 
amount. 
Mr. Hrnsnaw. Yes. I figured about * 
and that is almost the profit of the indu 
of any reasonable amount. 


PRACTICES 


l i } 
Vir. Hin~sitaw. That is correct, and 1 would hke 


! ] 
a aeaiel 
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Senator Parner. Notwithstanding the fact that this gentleman tha 
you referred to, Mr. Oakman, or whatever his name is—— 

Senator Monroney. I want to be sure that is not confused with th 
honorary automobile editor, Mr. Othman. 

Senator Paynr. He says this practice of freight has been in effe 
for 50 years. Even the manufacturers themselves strangely enoug 
have now come to the point that perhaps the practice they have had i: 
effect for 30 years is not the right practice. 

Mr. Hinsuaw. Yes. Now the right of the Federal Trade Commis 
sion on the bill which I introduced and on another bill of the sam 
general tenor, addressed to the Honorable J. Percy Priest is with, 
me and I will submit that for your files so that you may refer to that 
as you please. It is a current report of the Federal Trade Comm 
sion and almost a copy of the report which I just read from. 

Senator Monroney. You mean it is almost a reissue of the previous 
letter of 1954 saying that such legislation would be evaded and would 
not be necessary. 

Mr. Hrnsuaw. Yes, sir. 

Senator Monroney. I thought the Federal Trade Commission was 
established by law to protect the consumers. 

Mr. HinsHaw. I thought so, too, peculiarly enough, and that is 
what the Congress intended. 

(The letter referred to is as follows :) 

MenerArL TRADE COMMISSION, 
Washinoton, D.C... Mareh 2, 1956 
Hon. J. Percy Priest 
Chairman, Committee on Interstate and Foreign Conunerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in response to your requests of February 2 


and 4, 1955, for reports upon H. R. 528 and H. R. 765, S4th Congress, 1st session 

H. R. 528 would make it an unfair method cf mpetition and an unfair and 
deceptive act and practice violative of section 5 of the Federal Trade Commis 
sion Act for a manufacturer of motor vehicles to charge or collect from a cus 
tomer any amount “represented as or attributed to freight or transportation 
charges” upon a motor vehicle in excess of the actual transportation charges in 
curred by the manufacturer in making delivery of the motor vehicle. H. R 


765 is identical, 


any product. 


except that its prohibitions extend to the manufacturer of 


This Commission already has jurisdiction ith respect to false representa 
tions concerning freight or other transportation charges if the vendees are in 
fact deceived thereby. So far as instances where the vendee is not deceived 
or misled by any such false representations are concerned, the proposed bills 
would extend the Commission’s jurisdiction to cover those cases. However, any 
application of the prohibition of these bills could be avoided by not stating 
any specific amount as being freight or transportation charges. If this were 


} 


done, there would be no amount which conld be said to be represented as or 
attributed to freight or transportation charges 

In the case of transit rates such as milling, fabrication, or storage in transit 
it is our information that, in general, such transit arrangements provide a means 
of obtaining a through rate which is less than the total of the separate inbound 
rate to and outbound rate from the transit point: also, that the adjustments 
obtained pursuant to transit arrangements are sometimes obtained upon the 


inbound freight charge, sometimes on the outbound charge, and sometimes on 
both inbound and outbound charges, depending upon the applicable carrier tariff 
provisions and perhaps other considerations The proposed legis!ation might, 


therefore, require any manufacturers who obtains the benefit of transit arrange 
ments and who bills his customers for the carrier's delivery charges on goods 
sold, to carefully consider his billing practices in the light of the transit pro- 
visions of which he avails himself. 

These bills do not, and apparently are not meant to, require that a manu- 
facturer sell f. o. b. mill. with delivery costs separately stated, or for that 
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er to state separately any delivery charges on goods sold if t 
ed that manufacturers use a particular method or pricing, or limited 1 
facturers in their choice of pricing methods, this Cominission would stron: 
irge that they not be enacted. The effective operation of our competit SVS 
em requires that manufacturers be Tree to Choose the pricing if i hich 
best suits their needs 
Inasmuch as the Commission alrendy has jurisdiction with respect to 
presentations which result in deception, and it does not appear likely that the 
lis would be effective in preventing anything else, their enactment doe 
em desirable. In addition, the bills might raise troublesome probler il 
tion with the use of transit rates, which it is doubted «are ! 
ended scope of the proposal. The Comuinission is, therefore, unable 


nd enactment of the bills 
By direction of the Commission 
Sincerely yours, 
Epwarp EF. Howrey, Chai 

Senator Monroney. Do you know of anyone that profits from 
phantom freight other than the automobile manufacturers ? 
~ Mr. Hrnsuaw. Yes, I do. 

Senator Monroney. The dealers in Detroit. 

Mr. Hinsuaw. And the bootleggers, because in my country, which 
s about as far away as you can get from Detroit the bootlegging has 
been per fectly terr ific .. ee 18 possib le to get a car that has been driven 
out there, towed by another, for practically nothing. There are pages 

1 the Chicago papers asking people to share the ride to California and 
to share the cost of taking cars out there and you can actually get one 
taken out for as low as $50. 

Senator Monroney. Well, I understand that even now in some 
places people can be employed who want to go to beautiful Cali- 
fornia and are willing to pay a part of the cost of the transportation 
ind wasoline in order to drive a new car out on the trip. 

Bees Hfiinsnaw. Yes; they do that. 
enator Monroney. And that arises because of the phantom freight 
saad put on the California dealers. You allow the ear to be sold 
or it arrives, we will say, in California, at a far less price to bootlegger 
than a similar car manufactured in the Los Angeles area and received 
by the dealer almost at the factory assembly point gate. The dealer 
| must pay about $140 freight which is passed on, of course, to the 
consumer, 

Mr. [finsuaw. That isexactly right. The bootlegger of automobiles 


in California has been able to make as high as $300 a car or make deals 
$500 a car less than the legitimate dealers—the authorized dealers who 
: ‘arry on the service and do all of those things that are necessary to 


; keep our cars In running order. 
; Senator Monroney. And largely because of the phantom freight 
pack that 1s put in by the factory police y. 

Mr. Hinsuaw. That is exac tly right. 

Senator Monroney. Does that not also destroy oO r help to destroy 


the industry which supplies the parts and the s eal lies? This 
: commit tee has had testimony that at least in the bay area, 57 percent 
of all of the component parts of an automobile are now manufactured 
i in California. 

, Mr. [tnsrraw. I presume that is true. IT have investigated 

: Senator Monroney. It was on a sworn affidavit of the factories in a 


wage and hour case. They assembled this information, and it was - 
the factories’ own affidavit that the “y were receiving 57 percent of the 
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parts from the California area. Yet now you put such a premium 0 
bootlegging through phantom freight that you bring a car, or drive it 
over the road from Detroit to California: when the parts, the supplies 
the assel bly, the labor, could all be done in California. The saving 
resulting from that decentralization of assembly are not realized b 
the consumer in any way. , 
Mr. Hinsuaw. | presume that is correct. I have not gone into that 
n vself, although I have received some evidence of the fact that Tha 
true. [ know some portion of the automobiles is manufactured 


Cal fornia, as is done in the East and in the South. Wherever there i! 


tilled assembly plants Le do buy such thine’s as spring and what 
it. locally. 
Senator Monronry. May I say also that if we think that everyvth 


that goes into an automobile is being made in Detroit today, then t! 


certall l\ a Miisconception, Detroit is merely an assembly plant 
WOOUS and parts made in Pittsbureh and Ohio and ¢ hicago i} 


Schenectady, N. Y.. and all throughout the East and some parts 
the Middle West. 

So the inflow of parts to Detroit to be assembled does represent 
assembly operation it its true sense. 

Mr. Hinsuaw. Now, Mr. Chairman, when this subject was first 
sidered in the House. after beng passed out to the tle r by mv con 
mittee over there. in the course of the next fall there ap eared an iten 
in, | believe, the Asse ited Press. T haven't been able to locate it just 
now because it is down deep in my files someplace, but it ahnoun 
that some of the cis ‘repancies had been taken care otf 1yy a reduct 
im price of something like $50 at such remote places as California, Flos 
lda, and other pl ices farther from Detroit. That in itself was a ver) 
oreat pene fit to the part of t] 


ie country in which I live. but it was onh 
roKe! bene . Phe ‘ame another such change, | | 


1 
1) heve, inst yea 


small in amount. Now a third wave of changes is takin 


hn Na place, ana | 
offer for vour record a letter from the Ford Motor Co. to all Lincoh 
dealers. This letter is dated February 16, 1956, and IT would Ike 
read it into the record because, really. it isamazing 

Senator Monroney. lease do. 

Mr. Hinstraw. It says: 

177 Lincoln De 

GENTLEMEN: In line with the division policy of keeping our dealers 
favorable price position, reductions in the destination charges on cars 


destinatior charees, mind you, not freight charges, it is the sam 


mas 
on cars to our dealers in most parts of the country are being made At the same 
we have made an increase of $21 in the basic price of our vehicle. Th 
ge takes effect with units shipped to you after 12:01 a.m., Monday, Febru 
20, 1956 
Lincoln dealer greement does not provide for a refund for changes 
n destination charges on unsold, new units in dealer’s stocks In this instanes 
however, the company \ i refund to you the difference between the old and the 
w net delivered dealer costs in those cases where the old costs exceed the new 
T) vill apply only to those units which are in your stock or are in transit f 


vou as of 12: 01a.m., Monday, February 20, 1956 

The new destination charges and wholesale and suggested list prices will be 
made to you by your district sales manager and should reach you by Tuesday 
A table showing changes in destination charges and in net delivered costs 


dealers at various points thronghout the Nation is attached 
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We believe that you will agree with us that the charges being made are in 

est interests of the dealer body and should further insure that 1956 will be 

r most outstanding year with Lincoln 

Then it shows a table of changes in destination charges, in price 
nd the net change in price, and peculiarly enough they seem to have 
iken into consideration Oklahoma City in a very big way. 
Senator Monroney. But I see that they missed Bangor, Maine, 
he residence of the distinguished junior Senator from Maine shows 
n increase in Lincoln price. 

Mr. Hinsuaw. He only gets a reduction in destination charges of 


Senator Monroney. But the net change in the delivered price is $4 
oner. 


Mr. Hrnsuaw. Yes. Now in Oklahoma City the distination charge 

reduced by $62.50 and hence the net change in dealer invoice 1s 
lown $41.50. Now that is the same degree of reductions in destina- 

on charge that is applied to Denver, for instance. Denver gets 
$62.50 reduction in destination charge, but it seems peculiar that Los 
\ngeles only gets a reduction of $28.50. 

Senator Monroney. Well, of course, they figured it when they re 
duced vour phantom freight about a year ago after vour bill was 
favorably reported. They raised the prices all over the rest of the 
ountry and if you will take the line from the west border of North 
ind South Dakota down the west border of Nebraska, Kansas. Okla 
homa, and almost all of Texas, and from that line clear on out into 
the Atlantic Ocean, everybody else paid more for the delivered price 
of the ear for the reduction that was given. Now this is bringing 
the line in a little bit closer, but still it illustrates the fact that they 
nave not vet arrived at a point where they would acually consider 
the real freight instead of phantom freight charges. The degree of 
phantom freight has been reduced but it still leaves a great many 
inequities. 

Mr. HtnsHaw. Well, it is most amazing, Mr. Chairman. Anyone 
who can decipher and work out whatever is involved in this sheet of 
reductions and increases certainly has my highest compliments. Not 
ven the dealerships can figure that out. Certainly the NADA can’t 
figure it out because I have asked them to figure it out and they are 
inable to. 

It is a perfectly amazing statement and I have offered it for your 
record so that you may have it here. I presume that this bill will 
be followed shortly by a similar document from General Motors Corp 
nad probably from the others. 


LINCOLN DIviston, Forno Moror Co., 
Dearborn, Mich... February 16. 1956 
1 Lincoln Dealers: 
GENTLEMEN: In line with the division’s policy of keeping our dealers in a 
vorable price position, reductions in the destination charges on cars to ou 
lealers in most parts of the country are being made. At the same time we have 
made an increase of $21 in the basie price of our vehicle. This change t»kes 
ffect with units shipped to you after 12:01 a. m., Monday. February 20, 1956 
The Lincoln Dealer Sales Agreement does not provide for a refund for changes 
destination charges on unsold, new units in dealer stocks. In this instance 
ywever, the company will refund to you the difference between the old and the 


new net delivered dealer costs in those cases where the old costs exceed the 
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new. This will apply only to those units which are in your stock or are in trar 
to you as of 12: 01 a. m., Monday, February 20, 1956. 

The new destination charges and wholesale and suggested list prices w 
be mailed to you by your district sales manager and should reach you by Tu 
day. A table showing changes in destination charges and in net delivered cos 
to dealers at various points throughout the Nation is attached. 

We believe that you will agree with us that the changes being made are i 
the best interests of the dealer body and should further insure that 1956 w 
be your most outstanding year with Lincoln. 

Sincerely, 


3EN D. MILLs 


Chanae net dclivercd costs to dealers in selected cities 
Re f 
( dk 
\ t 
Ea 
Bar ) 517.0 
Bostor sO) 
v Yor 6. U 
Philade 0 
i ingtor 7.00 
44) 16.0 ) 
Dalla 0 
Houst 63. 00 j 
Jacksonville 5. i 
Miam HOO 
Memphi sr Ay) 14 
Cc al re 
Buitfal 12. 00 
( l 1.0 7 
( ( i 
Db 
Pittst 
Midwes i 
Cl 2 
Des Moir l 
Ka CG 26, 00 
Ok es | ty 62. 50 4 
st 2. 01 4 | 
\ ‘ 1. BO 
Western i 
Wen 62. 50 41 
El | ) 61.0 10. 00 
Salt Lake City —55. 00 —34 
Los Angel 28. 50 7 
San Francisco 28. 50 7 
Butte 59. 00 —38. () 
Seattle —28. 50 7 
Reduction in destination charge offset in whole or part by an increase of $21 in the wholesale price of the 


bare vehicle 


Senator Monroney. Chrysler has also announced reductions in 
freight. 

Mr. Hinsuaw. Yes. 

Senator Monroney. All follow the same general pattern, however. 

Mr. Hinsuaw. Yes. 

Senator Monroney. Do you think if somebody announced an honest 
freight pattern they would all follow an honest freight pattern? 

Mr. Hinsuaw. Of course they would. I would like to offer just 
one thing that I don’t understand in this thing. Miami gets a reduc 
tion of $56 in destination charges, but Jacksonville gets a reduction 
of $58.50. Now, why should Jacksonville get a higher reduction in 
freight charges when it is 300 miles closer ? 

Senator Monroney. Well, I think probably—and I am guessing on 
this—is that Miami had it in the previous reduction and consequently 
doesn’t get as much on the second go-round. Jacksonville, I think, 





AUTOMOBILE MARKETING PRACTICES jG 


as missed in that area reduction that occurred after the reporting 
f your bill last year. 

Mr. Hinsuaw. Well, they may have been, but this, of course, is just 

ven as a typical city, and I don’t believe what the gentleman says 

quite accurate. It may be. I wouldn't challenge his accuracy. 
But it is a good excuse, anyway, and one that could be properly 
ipplied. 

I hope that the gentleman won’t offer to give excuses to the manu 
facturers similar to those that the Federal Trade Commission has 
given, and show them ways to confuse the public further. How- 
ever, they should come to the realization that by merely changing 
the name of freight to destination charge, they are not fooling any- 
voay. 

Senator Monroney. Well, it might be that with a destination charge 
they could have a little a justifying the passing on to the buyer 


Iditional freight harges th: occur in the I1CC’s habit of eranting 


Increased wal freight 8 ears don’t move by rail. That is 
one of the strange things — this phantom freight, although they 
never use rail now to ship ca 

Every time the rail rate goes up, phantom freight goes up. 

Mr. Hinsnaw. I think that there is only one car that is still manu 
factured in Detroit and sold all over the United States, and that is 
Cadillac. Everything is assembled someplace in the General Motors 
line, and I believe that the same is true of the Ford line. I think that 
ertain others are manufactured locally in Wisconsin and Indiana and 
not assembled much in other parts of the country. 

Senator Monroney. But they all carry Detroit freight ? 

Mr. Hinsuaw. As far as I know, they all carry Detroit freight. 

Senator Monronry. It is like Pitts burgh plus. 

Mr. Hinsnaw. And it is probably 1. c. |. at that. 

Senator Monronry No, I think it is four cars to a freight car. 

Senator Payne. That is right. 

Senator Monronry. And I think the testimony has — that after 
vears and vears they man: ize «l to get, at the msistence of C] rysl reare 
duction of from 100 percent of first-class freight down re 7 percent 
of first-class freight, but that took years and years to do, and it was 

rather bitterly fought, — not on top of the table, by General Mo- 
tors and Ford, to keep the Detroit rates high, so they could pass on 
more phantom freight. 

Mr. Hinsnaw. Well, the gentleman knows, as I do, and his com 
mittee does, that one can hire an auto van from a contract carrier at a 
very low rate to go from, say, Chicago to Oklahoma City or Chicago to 
Detroit to Los Ange ‘les and carry 4 and sometimes 5 cars in that auto 


van, and the cost is materially less than $500 for the trip. So that it 
ant be much more than $100 to go to the Anes, and they must be 
yperating the assembly plants at some oe ices In the country for the 
purpose of saving money, at least getting c] eaper land space than they 


an get in Detroit. 
[ don’t mind paying the lowest price it takes to deliver a car from 
Detroit to my home in C: lifornia. but T do object to paying the full 
load freight when they don’t use cars. 
Sentaor SONNET : ou want to pay honest freight. 
Mr, Hinsnraw. Yes, sir, honest freight. . 
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Thank vou very much. 
ennt r Voxrony & \ our creat work in proneering this thing i 
your continued interest in the problem is certainly appreciated by 
cor imniittee,. Th il I vou very much, Mr. Hinshaw. 
Mav I ask vou just for the record, if, being a leader on the Hou 
iInterpart of this committee, the Interstate and Foreign Comme: 
(Comm ttee, vou feel that the interest whieh has been apparent in 
, and by numerous witnesses fron 1 the House, that the interes 


een to fy a some relief from the phantom freight overcharges 1n t 


fon as \ e] as t] le ¢ 
Mr. Tli~snaw. Indeed, and Tmavy say that all members of the Hou 
ommittee with whom IT have spoken are very hap ps that the Senat 
has taken the subject » in these hear ao While I beheve that n 
bill has been intro queen in the Senate, you might, in drafting a b 
ike care of sucl » lit its ms is dest inat ee 


Senator Monronry. Phantom freight would not be the only thing 


that shonld be referred to—destination charges or othe similar term 

Mr. Hinxsraw. Any cabbage by another name smells as sour. 

Senator Monroney. Thank vou verv much, Coneressman Hinshaw 
for giving usthe advantage of your testimony. 

Mr. Hlinsunaw. Thank vou. 

Senator ne Y We have senator Allott. oft ¢ olorado, WwW ho has 
been waiting to testify. 

Weay aeeeniade vour interest in this committee’s work, Senator Allott. 
and know of your great interest in free and independent business and 
the pre blems of the automobile dealers not only in Colorado, but 
thro nehout the cor intry. 

Senator Atuorr. ‘J hank vou, Mr. Chairman 


TATEMENT OF SENATOR GORDON ALLOTT, STATE OF COLORADO 


Senator Atiorr. What I have to say today will be very brief. I, 
first of all, want to read a wire to me from Reed C. Miller. [am going 
to read these because they have just come into my office and I don’t 
want them to get lost over here at the committee, He is the president 
of the Colorado Automobile Dealers Association, and resides in Grand 
Junction. Colo. 


Would greatly appreciate your attendance at Senator Monroney’s committee 


meetings March 6 and 7, if possible. Sincerely hope you will be able to support 


NADA’s suggested legislation 


Then IT have one also from W cae B. Cooner, of Fort Collins, Colo., 
who is chair ‘man of t] le neé tio nNeé il: air s committee ot N ADA: 


stro 


ngly urge you to appear before Senator Monroney’s subcommittee and 
speak in behalf of bills sponsored by National Automobile Dealers Association. 

Then I have here a letter, Mr. Chairman, which I want to read, 
from Mr. Arthur C. Schoene, who is president of the Denver Auto- 
mobile Dealers Association. Before reading this, I might say that on 
numerous occasions I have had occasion to meet with our Colorado 
autome bile dealers and various participating groups of our Color: ido 
Automobile Dealers Association. Sometimes I think they are organ- 
ized even more than the Senate of the United States is, but at any 
rate, [ have known many of them, and both in a business way and 
through my offices in Colorado. 





AUTOMOBILE MARKETING PRACTICES yi 


LDPE AR SENATOR ALLOT! The dealers of Colorado Lee that the Lot big 
erning dealer-fTactory 1 tile Sal ot suci Lil} i l 
n to correct them, serious effects to the economic soundness of the de 
will result We as a group maintain that, for various reasons, 1 
<e grievances stem directly from overproduction by the various factor and 
would like to list the different grievances, as we see them, and how tl 
ith o erproduction and phantom freight 
Overproduction by the various factories manufacturing automobiles results 
j aly one thing: that is, pressure, subtle or otherwise, On the dealers handling 
r makes of automobiles under agreements of different types Chis pressure 
e ] | stat eut of app ition of pre ur l ected he 
ers’ purchase of factory production, regardless of the number of cars a pal 
ir dealer’s market can absorb for a profit to the dealer We must reme! 
be that. according to the contractual agreement, there is no other outlet fot 
uanufactured goods produced by the various automobile factorie 
4 definite result of this particular type pressure in the State of Colorad 
« building of dealer inventories of new merchandise to a new high and forcing 


onomic pressure to sell these units in a way that leaves little or no profit 
ting from the new-car sale 
fhe second pressure resulting from overproduction is the deplorable bl 


handise and unethical merchandising Li her words, deniers e el 
raged to merchandise strongly on price, deal, beat any deal in town, rather 
»en a sound business practice of product quality and sound dealer-cu 


elations with good service and maintenance. 
lhirdly, there is the fact of the dealers, due to pressure, subscribing to sub 
al financial deals usually through factory dominated finance outlet ‘J 
t of this is at least twofold; the dealer is on the paper for most of the term 
if the finance duration for more than the car is worth, and the dealer is selling 
following year or two new-car market before they are due, which of course 
esults in a glutted used-car market, which we are experiencing now. 


t. Another result of this pressure is embodied in the factory representation in 
} the field to the dealer. This representation is most generally in the form of in 
experienced automobile men interested in obtaining unscheduled orders from the 


dealers and supervising his accounting system to show profit in the sale of new 
cars 
To maintain profit in new car departments the factory has instituted systen 
f accounting prescribed to a dealer in his agreement that guarantees profit t 
0 the new car Cepartment, regardless of the balance of the operation. The dealers 
Colorado are also much concerned with the much discussed topic of bootleggir 


which, too, in our opinion, is a direct result of overproduction 


I, When dealers are overstocked, their quickest relief comes from the used 
oO dealer who will pay a small amount above invoice for a unit or a number of units 
t and the dealer has no further obligation for these units. 


it I might interpolate here, if I may, Mr. Chairman, that the Stat 
(| of Colorado 2? ve ars ago tried to stop this bootle 


? 


voing by requiring ania 
setting up certain requirements for automobile registration, but 

= far as I am able to determine at the present time those requireme 

t and that law have not been success ful in curbing the boot lege no actly 
ties in Colorado. 


Getting back to the letter: 





This is publicly frowned on by the factory and their representatives, but 
d action is ever resulting because, basically, it is a quick release of factory products 
0 decrease of their profits and at the same time temporarily releases 


at n 


problem at an individual dealership with no resultant loss at that t 





1, Dealers are encouraged to register ears falsely or in their own name to make 
bt proper showings and meet quotas, and at the same time fix unrealistic and 
arhitrar Swnroad . . . " ] 
irbitrary figures for other dealers to equal or surpass. The only attempt of 


serious nature of the factories to improve relations has heen the dealers’ eoune 


9) but present dealer councils are more of a social function than a sincere effort 1 

0 discuss dealer problems. Subjects to be discussed are usually screened by factors 

, re presentatives prior to council meetings. We feel that at this time there is a 
basic difference between long-term dealer objectives and basic expediency of 


V the factories 











572 AUTOMOBILE MARKETING PRACTICES 


We therefore maintain that with the present fuctory-dealer relations as the 
are, the individual dealers are not capable of handling their own business wit! 
out the assistance of Government regulations. 

Sincerely, 
DENVER AUTOMOBILE DEALERS ASSOCIATION 
ARTHUR C. SCHOENE, President. 


I might say only this, Mr. Chairman: My knowledge of this subje 
is somewhat limited from a legislative standpoint. From a practica 


business standpoint I am fully aware of many of the abuses that hav: 


crept into the automobile field. I do commend to the committee thx 
letter of the eae Automobile Dealers Association. Which, in my 
opinion, Tr ather ful states the opinion of most automobile dealers ! 
Colorado, thor why, « of course, there is some eo on minor etleets 
and I am sure that our dealers, and certainly I, as a Representative of 
Colorado, wiil be ] happy to work with this committee in promoting any 
legislation which ee and defects that the 
Denver Automobi Association compl: ins so bitter ly about. 


Thankyou Mr. C hairman. 

Senator Monroney. Thank you very much, Senator Allott. We 
ppreciate your interest in this subject and the time you have given 
his committee to bring us forward on this. 

We have another very aggressive fighter for the independently 
owned, independently operated =e aR ae of the country, one of the 
men who first stimulated this investigation by a questionnaire sent to 
his en dealers in the State of Louisiana. We are very happ) 
to have the distin guished } junior Senator from Louisiana here who, the 

halrman pers on: illy knows, certain ly carried more than the ordinary 
share of the re sponsi bility of helpi ng to e the per lem of the nec- 
essary relief needed from the inde; } ender dealet I Ulsit Ma and 


} 


thee ountry. 


STATEMENT OF HON. RUSSELL B. LONG 

Senator Lone. Mr. Chairman, Senator Thurmond, Senator Payne, 
[ wish to congratulate the members of this icboeenie tong and particularly 

ie chairman of this subcommittee for their extensive investigation 
into the problems of the automobile dealers and I wish to thank the 
chairman for coming to Louisiana just 1 week ago and discussing this 
problem with the automobile dealers at their convention in New 
Orleans. Two years ago as the chairman mentioned, I sent a ques- 
tionnaire to all of the Louisiana dealers, particularly to obtain their 
views concerning the problem of bootlegging. The number of dealers 
who responded was gratifying but there was no unanimity in their 
views concerning this problem. In fact, there was a very wide di- 
vergence of point of view. At that time their thinking had not crys 
talized to the point it has at the present time. 

Senator Monronry. May I say, though, that from the Senator’s 
questionnaire, the pro blem ‘that existed and the fact that dealers were 
seeing grave trouble ahead, which was reflected in the general answer 
to the questionnaire and did much to help us get this study underway. 

Senator Lone. I thank the chairman. The proble ms of these inde 
pendent businessmen are many. In my opinion the most serious one 
for the future is the unequal contractual relationships with the manu- 
facturers. Although that is not the major subject this committee 

studving, I feel strongly that economic power which is becoming in- 
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creasingly concentrated in the automobile manufacturing companies is 
ot cood for our country. 
It is certainly hot good for the automobile dealer. All of his 
<ets and indeed his future livelihood depe d Upon the wi 


anufacturer’s representative who can refuse to renew the dealer 


franchise tor little or no reason. The manufacturer’s repre 


entutive 
in also dictate In many subtle as well as obvious wavs the detail 


] 7 
1e new car dealers day-to-day transactions. At the 


same time, the 
) footprear | eS tT oO ’ 1) Co fps. ‘hy “| dlaalay ‘ » t } 
miudachuver Goe hot Give to his Tranchised deaters adequate ro 
tection from unlicensed dealers. 
| ! it lar fet ; } ¢ } 
ln my talks with dealers in the State of Louisian: and what I have 
rned from others it 1s clear to me that most serious a pect of bor 
1 4 ° : : ( 
could be stopped at a moments notice if the manufactu 
ould really control the distribution of their cars. At the same 


e 
: Fs +] +] 
i pbeueve that the 


acy ri 
Se EIns 


tnanutacturers should immediately ceuse the pra 
ce of charging phantom freight in connection with the delivery of 
tomobiles. \s the committee knows, the 
) not represent the actual 


\ C1 ubistances 1 


e phantom freie@ht Chara 
fF delivei stl ; lan] ie 

cOst of delivery to authorized aqaenlers, 

1 ee 47 ae 1 2 ] ] 

hey are suiicientiy high to provide the nee 


‘uniuuthor zed dealers to engage ) bootleve neorney } 


IC pn ttle il 
» Say thi ‘ Mr. Chairman, in co iectlon iphantom fre cr} 


il vayvs been my experience that vhereve} \ ufind phar Ol 11 = 
you are ( ful in digeing deeply « auch into yO 
ome form of conspiracy either tacit or dire 
mntomM freight chare@es 1 iriably tend to be t if S)] > ( | 
a t cl LIYe, with each company charging the same phantom i Olil 
harge, particularly if they have plants located in the same vicinity 
Senator Monronicy, Would you say that there is ground for study 
of the Antitrust Division as to whether the continued existence of 
intom: freight and the almost simultanous meeting of new »p 
i pnantom 71 Noh or reduct! is in that ! til Vi Id low ft 
nvesvigation or a study might be needed by the Antitrust Division to 
See f any such laws had been violated. 
Senator Lone. Mr. Chairman, as you well know, this phanto 
eigelit problem is one of thi most difficult aspe sof antitrust law vio 
i nm to pil down. The Justice Depart ent and the Federal Trade 
Commission have repeatedly investigated this matter and Iam sur 


. q ‘ ' : | 
you recall in the Cement Institute case: The cement indu 


ordered to cease using their basing point-pricing practice because it 
is felt that this was a violation of the Antitrust laws even in the 
cbsence of proof of conspiracy. [lowever, it seems fo me t] Av it 


onceivable that a great number of manufacturers, or even sev: 
PS TO all ive 


Ol 


ld arrive at exactly the same phantom freight char; 


ttions unless there was some tacit agreement among them that 
they were going to doit. For all of them to do it by accident never quit 
kes sense. The manufacturer is very effective in watching the ce 


talls of his franchised dealers’ operat tons. The manufacturer and Hi 
‘presentatives could be equally diligent in seeking to stop the flow of! 
rw cars to unauthorized dealers. The fact that the manufact 


_ . . 1 
re not diligent in this regard suggests rather strongly that the | 
| bra Rs tition thor advantacga The 7 wT 
type of uniair competition to them advantage, eV are Ci 
° . P al ] 4 
oly engrossed in 2 mad race to win a larger share of the market ( 
I personally fear that they may well be look nae tow urd i] ‘ 











a4 AUTOMOBILE MARKETING PRACTICES 


there will not be independent car dealers at all, This would be a 
hori ite day ndeed for the American people. The Independent 
] , ] 
WoMmoDdD le 1ealel represents the very best o our small bus 1} 


Ile certainly takes substantial risk, but presently that risk is fo 
le prospective gain in most cases. He lias lis roots 
{ i in almost u que degre because, to be successful In tn 
ilitv, he must necessarily be successful mn his relationship wit 
I f f thry¢ te ho els 
ihe automobile ealer pays taxe n very large aniounts and 
pavrolis are important fo the business activity of his area. 
kor ex mople,. the Wiost Cell LO Ubes ! ave for Louisiana 
new car dealers there have more than si milhio; hvested in 
DUSTHeSSeS, They pal about S14 million in State and local taxes and 


almost $20 million in Federal taxes. They employ some seventeen 
thousand people with total payrolls that exceed $35 million annually. 
4 


\s far as Iam concerned, they represent a group who deserve the at 


oislative bodies. 


tention and the assistance of our le 

Incidentally, they have had much reluctance to call upon Congress 
fer its assistance. But those in Louisiana are much more ready to 
seek governmental assistance now than they were 2 years ago, and | 
believe that that is the situation across the Nation. It is my hope, 
therefore, that this subcommittee will reach conclusions and will ree 
ommend measures tot he ( ‘oneress W hich W il] be appropriate and help 
fultothe automobile dealers. | certainly expect fo support such miners 
ures with enthusiasm when they reach the floor of the Senate. 

Thank vou. 

Senator Monroney. Senator Long, thank you very much for that 
very helpful testimony and for your original and continuing interest 
inthis. It is very helpful to us to have your cooperation. 

Senator Lone. Thank vou very much, Mr. Chairman. 

Senator THurRMOND. We are delichted to have you hefore the com- 
mittee. 

Senator Monronry. I see my former colleague from the House 
Banking and Currency Committee, Congressman Abe Multer, who is 
here to testify. 

We are delighted to have you, Congressman Multer. We know of 
vour long-standing interest in little business and free enterprise, and 
we appreciate your honoring this committee by giving us the benefit 
of your studies on this. 


STATEMENT OF ABRAHAM J. MULTER, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Murrer. Thank you. Mr. Chairman and members of the com- 
mittee. 

I appreciate the remarks of the chairman. It was delightful for me 
to serve with him when he was inthe House. Tappreciate the privilege 
of coming here and testifving before vou this morning. 

[I have a prepared statement which, if it is agreeable to the com- 
mittee, may be made a part of the record. It is in large part cumula- 
tive, I am sure, as far as many of the facts contained therein are con- 
cerned. So I think we might get along better if, instead of my repeat- 
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ing many of the facts that you already have in your record, I give vou 
iv recommendations with reference to thei i and then, where necessary. 
ilate upon the subject matter if vou think it necessary. 

Senator Monroney. You may proceed to develop it as you see fit 

Mr. Murrer. line. 

J think probably iat of the tacts will be In accord with tl 
dduced by some of your witnesses. Obviously, they are going to be 
ontrary tothe testimony ot some of the ot| er w itr sses, 

| think possibly the only point of agreement is where CONnSUINe! 
ive come forward. | think there they W 1] be in complete agreement 
with what I have to say. 

Now, the matter that you have adduced here in connection with this 
investigation, I think, can be broken down into several subjects «a1 
| think I have followed that fairly closely ith hy prepared S.atement 
And 1 thing the topics will run mainly with these subdivisions: Pad 

ding of new- and used-car pi Ces, whi hb Sometimes has been rete? red to 
iS pu | cng, ana the unfair methods of motor vehicle manufacturers | 

rrelations with their dealers manufacturers’ treatment of dealer 3. 
ibuses of installment financing. the need for itemized invoices for the 
onsumer protection, deception in charges for transportation of motor 
vehicles, and the sale of driven cars as new Cars. 

Now, you won't find those headings or subheadings in my pre 
ired statement because I have just read those subheadings from the 
por to the ( ‘ONgTeSS dated June D. 1939. oft the Kederal ‘| rade ( ‘on 
mission, made — to Hlouse Joint Resolution 594, which was 
ipproved on April 15, 1958. But you will find the same headings and 

the same subject m: tte rs covered by this committee in all its investi 
vations, and you will find, as I have, on reading this report of their 
recomminencdations and conclusions that almost precisely the same th ny 
ere wrong with the automobile industry in 1938 and 1939 as have 
been disclosed to your committee today. So it gives me quite a laugh 
hen Tread the full-page advertisements in the newspapers of Gen 
eral Motors and Chrysler and Ford about a new era and a new day, 
and how they have now reformed and they are going to do a better job 
md t hey are going to have eood relations between themselves and 
the ir dealers and the pu iblic is going to be perfectly satisfied, and as 
‘e. & hirvsler represent: itive testified here the other day before yo 
aoa this to us.” sid he, in substance. “We will take care of th 
phantom freight and everything else and we will mend our ways.” 

Well, | am firmly convinced that unless this committee and _ its 

counterpart on the House side will bring forth an all-inclusive bil 
covering all of these abuses and attemptins © to correct them, the in 
dustry will never do a They talk about it. They will 

us, ts they did in 1938 and 1939, that they are correcting their ways. 
ind then the minute you stop and elem unless there is a law on 
the books to make them behave, they will go back to their old way 

It surprised me to find that there is an order outstanding since 
-_ November 12, 1941. against the General Motors Corp. issued 

the Federal Trade Commission, a unanimous order directing then 
to cease and desist. from their practices of compelling their dealers 
to buy parts whether they needed them or not, to buy parts and only 
the parts that were labeled with their name, and that was all they 
could buy and that was all they could deal in and that was all they 
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could use. I think you have heard considerable testimony about that 
abuse today. 

{ think you knew about the new proceeding that was started agair 
ihe Gene ral Motors ¢ Ol'p. because o f their false adve rising ot Venu 
Chevrolet parts which are not genuine Chevrolet parts at all. Th 
ur bought from independent Tealewn. manufacturers, rather. The 

mit let their dealer go to that manufacturer or his jobber and bu\ 

it product. He must buy it from them at a high price and, nat 


rally, must pass it on to the consumer at the same high price, 01 
rather that price plus a fair profit to himself, pius his overhead. So, 
you see, that these s ime abuses continue to vl iy as they have all through 
the vears since these Mants took ad in the automobile industry. 


Now I have recommended, and I urge that this committee, afte: 
t has comp leted its hearings and analyzed all of the facts, bring forth 
at ill which should, in my opinion, cover these matters. Every mani 
facturer and assembler, and I think, as well pointed out by the chair 
man again this morning, the manufacturers in large part today ar 
assemblers—we will have to have all-inclusive langu: age that will ca 
every ingapne weturer and assembler of automobiles—shall be required 
to issue a certificate of fitness showing, among other things, that ? c 
vehicle ae on road-tested at different speeds for a minimum of ! 
miles. Today they deliver that automobile to the de aler. They lie ce 
the responsibility on the dealer to deliver a car which he is supposed 
to service and put in good condition and deliver to the automobi! 
owner, who has a right to take that car and ti ake it out on the road 
ind use it as tho ae it ‘ re a safe vehicle, and the situation is mi 
orse today than when Joe Holmes wrote in the McPherson against 
Buick case for the United States Supreme Court that an automobil: 
is a potentially lethal weapon, and that is what it is, unless it is prop- 
erly tested and in good working condition, and the dealer doesn’t has 
the facilities to do it. 

You are putting a potentially lethal weapon in the hands of every 
automobile owner when he takes it out on the road, and there is no wa\ 
of telling after the driver has been killed in an accident as to whethe: 
his steering gear came off in his hand or there was some other defex 
in the mechanism which caused that automobile to be smashed up. 

When we have an accident involving the airplanes, our variou 
agencies move in and have a thorough investigation and try to d 
termine what caused the accident. We don’t have those facilities, 
we never r could have it, to determine those things as to automobiles, 
and I say, from my experience as a lawyer, over many years, that 
there are accidents every day in the week involving automobiles that 
are caused by the inherent defects in the automobile that were there 
when it left the factory, there when it left the dealer’s place of busi- 
ness. and went into the hands of the purchaser, and the only way you 
ean make sure of that is to require every one of these automobiles to 
be tested before they leave the last place of assembly. 

I think the protection of our American public demands that. 

Senator Monroney. I will say that the number of dealer complaints 
of bad order cars arriving from the factory have been coming in with 
increasing amounts. The ‘y allege that there has been a deterioration 
in the factory inspection system ‘and we have had testimony before this 
committee to the effect that oftentimes the factories think it is cheaper. 
instead of taking a car off the line and tying up their lines to bring it 
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out in good order, to ship it on to the dealer and have him do ¢ 
wore and then maybe make him share the cost of putting a car that 

s poorly made into proper running condition on a preservice or 
peadedivecs service charge with the factory paying only a part of il 

Mr. Mutrer. That is right, and with the profit competition having 
en brought down as low as it is today, the dealer is going to kid 
his customer as long as he can until his guaranty period has run out, 
ind then he will take care of those things. Incidentally, I have put 
nto the record, into the Congressional Record, and if you care to have 
t made a part of this record, 2 letters which came to me completely 
unsolicited, 1 from the pure haser of a Buick automobile telling about 
the difficulties that she had with this brandnew automobile for which 
she paid cash upon purchase. 

[ have st a copy of that to vou with my formal statement. 
Phat wi r appeared in the Congressional Record of January 31, 197 
ihe s ean letter which also came to me unsolicited involved a Met 
ury saainnianie also bought for cash and that appeared in the Con 
ocressional Record ot February we In both those letters they tell how 

utterly impossible to get the dealer to make good on the defects or 
sive him an automobile that is safe to drive and, as a matter of fact, | 


hink you have testimony from the manufacturers that they assume 
the burden and the responsibility of the car being a good ear. I think 
i hat is almost the verbatim testimony of the Chrysler pre sident be 
re this committee. Yet the V evi ide it const intly and the dealer mu 
ecause of the economic situation involved today, do as little work « 
hat car as possible until he can make a charee for it. So whatever 
cuaranty period may be, whether nuleage or by way of mont 
hen that has gone by, then the customer begins to get his big bill 
ut the public safety requires that tha  absagegit hot be pern tted 
ontinue, because those cars on the roa A: a menace unles th Lr 


n good operating condition. 
Senator Monroney. Well, on top of that, is It not a fact, Congres- 
Multer, that the orphan cars—-the bootleg cars that are sold of 

the used-car lots as new and maybe have a lot of intleage, worn-o1 
brakes, scored cylinders, defective steering gears, and rough han- 
dling from many, many miles on the read by es e who have no 
nterest In the ecar—-also tends to vive a bad service car to a customer 

vho thinks he has a new car. Also, the traditional maintenance that 
sama be rendered on a new car is not there, because the dea 
to have to service a car that has been sold in unfair competition in hi 
trade area. 

Mr. Muurer. That is right; and although there may be a require 
inent in some of the manufacturers’ contracts with their dealers that 
he take in such car for service, he will find a way of not servicing it. 

Senator Monronry. It just destroys the good faith that shonid ex 
st in the purchase of a new car. 

Mr. Murer. That is right. I think every member of this commit 
tee, and I, too, can remember when the new-car dealer in our commu 
Lity wis a Very respected and respectable member of our community. 
He was one of the leaders in the CIVIC and philanthropi endeavo! 

the community. He occupied a position of dignity in the conimit 
nity. Today, he is fast becoming the most despised man in the « 


4 


iaunity. Nobody trusts him anymore because of this situation, and 
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i bad situation. I don’t know if your sticker idea is part of ¢] 

i) you ntroduced. 

Senntor Monroney. [t a proposal we are considering here. 

Mr. Muvrer. It has been talked about, and I think it will he lp that 
situation. J go one step further in my recommendation and say that 
when the car leaves the place of assembly, the last place of assembly, 
the speedometer should be sealed and impose a criminal penalty for 
the breaking of that seal at any time before delivery to the new-ca1 


purchaser. Then when you drive that car from Detroit to Brooklyn 
to deliver to a customer, whether it is driven by a paid driver who is 
just driving one car or it 1s hooked onto the back of another new ear, 
both ears riding the road, whether it is a thousand miles or only a 
‘couple of hundred miles, when that car arrives at the dealer’s place 
and he tries to deliver it, Mr. Customer will look at the speedomete: 
and know this ear was ‘aiteee over the road before it was delivered 
to him: and he will know he is not getting a new car, he is getting 
a used car. 

Senator Monroney. When a customer pays $3,000 to $4,000 for the 
purchase of an automobile, if is a major investment in his life. He is 
entitled to know what he is buying—whether it is a piece of used mer 
chandise that is beaten up by rough handling and maybe polished up 
to look good on the surface or whether it isa truly genuine new unused 
article, wouldn’t you think ¢ 

Mr. Murer. Yes, Senator, you are absolutely right. I drive that 
price car. I drive a $4,000 car. I do not know how many are in that 
croup, numerically whether that is the greater percentage. I have 
an idea it is not. 

Senator Monroney. I will say I cannot tell, today, what price car 
I am driving because of the fantastic packs that you are getting in a 
car. You think you have a $3,000 car, maybe, and then you find that 
that car is being advertised as a $4,000 car with a $1,500 trade-in for 
your old car no matter what its condition. So you lost all contact with 
reality and values in this packing which I know you are interested in. 

Mr. Muuter. I think the greatest number of cars, however, are in 
the 82,000 price class and that fellow needs as much protection as 
you and I do. If we can afford the $4,000 car we probably can more 
readily afford the big maintenance bill, but that little fellow who is 
paving the $2,000 for his ear is probably using it in his business. 
It is a necessity to him. It is not a luxury, and he is getting gypped. 
Ife must be protected, too. Along that same line, I recommend that 
every customer get a bill when he purchases the car and the dealer too 
should get a bill which completely itemizes every item that he is being 
charged for. In that connection I say you must prohibit, the law 
must prohibit the manufacturer from putting anything on that new 
‘ar that is not ordered in w riting. I Gator that every automobile 
that T have owned since 1939 has had a cigarette lighter in the dash 
hoard, yet since that time, I am sure that in almost. every automobile 
the car comes through with a hole for the lighter but the lighter 
isanextra. 

Senator Monroney. Isthata fact ? 

Mr. Munrer. Yes. 

Now every car comes through with windshield wipers, but if you ec: an 
vet to the itemization you will find that the windshield wiper is an 
extra on most of the cars. Yet the customer is never apprized of that, 
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nd General Motors is violating day after day, but nothing is being 
fone about it. By the time you get through with the Federal Trade 
Commission—as has h: appen ied in many instances—and they got their 


vestigation completed, the manufacturer came in and said. we have 
stopped doing that, we realized we should not do it and we are not 
doing it anv more. The result was that the Federal Trade Commission 
dismissed the complaint, and the day after the complaint was dis- 
missed they started it right over again. ‘The only wav you can stop 
these bad practices, in my opinion, is to write into the law severe pen 
Ities pepe) le, not throu ol) the Federal Trade Commission, but 
eith er on behalf of the dealer or a ccciaeaiaeee ror it neither of them take 
iction even by the Attorney General. 

Now another recommendation that I make is with reference to the 
wutomobile franchises, the dealer franchises. 1 know that the dealers 
are split rig rht down the middle on it. The men in the metropolitan 
communities think by and large want exclusive franchises. 

Che fellows in the smaller communities are not sold on exclusive 
franchises, because if he must sell a hundred cars in a small community 
ind his community can only take 50, 60, or 70, he wants the right to 
and dispose of those cars wherever he ean 
Whe re the compe tition 1s keener in the big cities, the \ feel the exclusive 
franchise is going to no them. Frankly, | do not know whether 
or not one is the better or the other, whether you should have the ex- 
‘lusive franchise or cot pnt not. I have not been able to resolve 
that in my own mind. But I do say that the manufacturer and the 
dealer should be permitted to negotiate and consummate whatever 
kind of contract the dealer wants, and the manufacturer should not be 
ible to sit back as he does today and say to his dealer, we have an opin- 
ion from the Attorney General and we cannot do this, that, or the 
other thing with vour franchise—for instance, canceling a franchise 
because of bootlegging activities. Everybody agrees that bootlegging 


= 


ye 
1< 
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go oul ret a customer. 
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ictivities are bad. I think there was one manufacturer who may have 
‘ome in and said bootlegeing ts all right, because it creates more corm 
petition and it is good to stir up the activity of the salesman who is a 
little lazy. I think eve rvbody else with the exception of that one 
witness agrees that bootlegging is ver v bad, if for no other reason, as 
vou pointed out, it 1s bad et the bi wing pr ublic doesn’t evel the 
protection they need in buving a car which is supposed to be warranted 
s fit for use when thev tak a deiiveey. 

Now the law requires change so as to permit the manufacturer to 
make a contract with a franchised dealer, and it should require him 


TOS = Reply ain standards. 
F think the law should set up the stan lnrds. One of the standards 
mid be the prohibition of b ootleeving. the prohibition of pho 1\ and 
false advertising and fraudulent advertising and requiring cancella 
tion of franchises in the event of violation of those standards. But 


in order to Shee the dealer, vou will have to write into the law that 


ie will have rht to review his cancellation in one of two wavs 


There again you cannot sav which way it shall be done, but vou must 


vive him his right of review. I sav the rieht of review of the eancella 


tion should be either bv court. or if the manufacturer and the dealer 


rree to arbitration then by arbitration, but we must write in that that 


arbitration must be by three people, one of whom can be chosen by 
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the manufacturer, another by the dealer, and the third must be some 
body who is not connected with the industry. Today you have thes 
so-called dealers’ councils, and in some instances, they are set u 


ip as re 
a é ] 1 
view boards to determine whether or not tne manufacturer had a 
riehnt to cal cel the contract, but they are controlled completely by the 
manufacturer even though they re present de alers, and even though 
a dealer might be on the board. In some instances, the council is a 
council of dealers and dealers only. That dealer may not stand uy 
wainst the factory or he will lose his franchise. 


senator Mii NRONEY, Phe cle ile] NLay feel: af Li ere, but for the ora 
of God, go I, 1f I don’t obey and salute the con mand of the summit 

Mr. Mutrrrr. That is right. Ifthis man is voing to have a right Oo! 
review, it must not be by an arbitrator where in advance he must agre 
to pick the manufacturer’s arbitrator. 

Senator MONRONI y. Are you familiar with what used to be called 
the vellow dog contract In labor ? 

Mir. Munrer. Yes. 

nator Monroney. Tell us about what that did, as a distinguished 
lawver, and a sincere advocate of liberal legislation in the labor field. 

Mr. Murer. It is the same thing as the manufacturer does today to 
his dealer without a contract. The contract was made with a union 
which was not a union at all. It was made up of workers selected by 
the employer and who would do the employer's bidding. 

Senator Monroney. Who would agree not to belong to unions? 

Mr. Muurer. That is right. 

Senator Monroney. Who would waive as a condition of employ 
ment his legal and constitutional rights. Now, do you not have that 
same line of waiving a dealer’s rights written in many automobile con 
tracts today?’ When he signs the contract to be a franchised dealer, 
he has signed away his rights to yo into court to protest against what 
normally could be a court case for breach of good faith or loss of equity 
through arbitrary cancellation by the factory. 

Mr. Muurer. And hardly a day goes by—well. that is a slight exag 
geration, but hardly a week or month goes by that a regional 
sentative of the manufacturer doesn’t enll on his dealer and tell hina: 
vou have to do this, that, or the other thing. 

You can walk into, either in your home district or anywhere in the 
District of Columbia here, any dealer’s shop and walk into his parts 
de partment and ask | mM to show you his Inve ntory, ask him to show 
you the part of the inventory that never moves, that he never hs iS any 
use for, and you will find thousands and thousands of dollars’ worth 
of stuff either in his warehouse or on his Te that the regional 
director of the manufacturer came in and said: “You have got to buy 
so much of this today. And he had to order it and put in In, and he 
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‘) ‘eo 
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has no use for it. 
The same way they will go into a dealer and say: We don't like yout 
plant. Your service station has deteriorated. Y ou have to put nv 
Hew plant. 
x may have to put im S100.000 or 3150.000, and he will have no 
ance when he is finished that he will still have the franchise 
Thos =e tl hings must be covered by les gislation to correct these abuses 
I was a to read the testimony given to you on behalf of the 
American Motors Co. here the other day in which Mr. Romney talked 


about a unique and new plan of stirring up business and helping his 
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ders by giving him volume discounts. Apparently neither the get 
leman nor his | awyer ever read the Robinson Patman Act. In almost 

ry other instance. the compan are Giving oo it- 

une it. If oo et tlie dealers tO opel thei - books, you will se 

‘vy are getting volume discounts directly in viol: tinerut tha Robinso 

Patman Act. The V ar directly in violation. He has aft mel —{ 0) 
100 ears a ae df coh if he sells 150 cars he gets an additional d 

nt on eve ry car he sold th iw year and it goes up by every 2) o1 
dependil & Upo } the CO! Npany, us to the acl lition: | discou it oth 

vets, and it 1s based solely on his volume sales. 

Now unless TD misunderstand the Robinson-Patman Act. that pra 
IS prohibited by that act, but nothing is being done about it One 
pans is now bragging that it is a eood thing to increase sales 

senator MONRONEY. I think the Robinson Patman Act. as T under 

tand it, would permit oreater discounts where economies in disty 
hution can be shown as being warranted or merited and where thet 
re vale 1h AHNnounNece “| ae Wig points on quant tity. 

Mr. Mur rer. But these are hidden discounts. Nobox ly knows about 

it. You won't find out about 1t unless _ have a friend in the trade 
who will tell you. And it is not based on any savings. It is not based 


on anything that ean be saved either in tr: meniont ition or In any other 
way whatsoever, because the dealer doesn’t pay any more or any less 
commission or salary to his salesman that is selling the car, and the 
factory has no more sales expense or less sales expense on the volume 
distribution. They ship them in just the same, either tow them in, 
drive them in, truck them in, or sometimes float them in by barges, 
and inrare instances by rail car. 

Senator ae — .- keep the record straight, counsel for the 
committee, Mr. Busby, has called my attention to the fact that the 
American Motors sie an "de parts from the normal volume discount you 
are ti alking about by basing the discount on sales of all dealers to some 
extent, rather than stric tly on the individual dealer. The greater the 
number of cars they sell, the greater discount all of the dealers will 
receive, 

Mr. Mutrer. Then I misread his testimony. That is quite different. 
I: apologize. 

Senator Monronry. He was trying to bring out, as I remember the 
testimony, the point that if they could get their sales up in American 
Motors Co., all dealers would profit by a greater share of the profits 
the company would then be making. 

Mr. Murer. If the idea is greater sales by the manufacturer, and 
he can then give a greater discount to all dealers by virtue of the sales, 
then he is something different and unique. 

Mr. Bussy. I might comment there that the y haven’t gotten entirely 
away from the individual discount: but all other manufacturers still 
give the discount strictly on the individual sales, as I understand it. 

Mr. Muurer. That was my understanding, too. If they have a 
different plan, I havemisrea d their testimony. 

Senator Monronery. Their new plan was to base a return to all 
different plan, T have misread the ir testimony. 

Mr. Busry. Their new plan is to get halfway in between the indi 
vidual discount and the total discount for all dealers. 

Mr. Mutrrer. In that connection if the committee agrees that volume 
discounts are bad and should be stopped, we must by the legislation we 
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bring out, do it without relying on Robimson-Patman. You will hay 
to write In severe penalties which will be almost automatic in then 
HmMposition, So that anyone ean gO mM either the customer or the 
enley and colleet it. rather than wait for a Robinson-Patman Viola 
Tol No franchised deal un . 2 lone as he stil] has hopes of keeping 
ils franchise, Wo ld dare Dring an action under the Robinson Pat 

n Act 

‘| hat. 1S | sav. br nos me to the question ot phantom freielht that thy 

Urman iS SO familiar w W ith, as are 8 other F members of the commi 
tee. I think you already have complete testimony on that subject. 1 


think IT can sup] lement vour record w ‘th just this brief additional in 
formation on the subject of phantom freight. and I give you thi 
ures hecause ot the testim« iN that you have had from some ot the 
manufacturers indicating that they actu: ” pay out, even though they 
charge so-called phantom freight. We are abusing them when we say 

I> something’ they have no Vl oe to ne bee ‘“ause, actually, they 
prev out more in freight for all of their deliveries that they actually 
‘ollect. 

| don’t believe that iS SO. Let me give you these fivures. The 1954 
shipment record for motor vehicles, as reported in the 35th edition of 
the Automobile Facts and Figures for 1955, which is the industry’s 
own publication and I don’t think they dare dispute it. The facts 
iecessarily come from the manufacturers themselves: of 6,601,071 
motor Vehicles shipped, 80.5 percent or 5.314.541 left the factory by 
highway on a big truck that hauls several other cars, or towed behind 
mother new car. Shipment by boat accounted for 5.6 percent, o1 

70,044 vehicles, while rail shipments accounted for only 13.9 percent. 
In othe r words, in only 916,155 out of a total of 6,601,071 motor ve 
hicles shipped, only 916,185 went by rail. The phantom rate charges 
have amounted annu: lly to over >»: 280 mi illion. 

Senator Monronry. You are reading from page 10 of your state 
ment, and you have a typographical error. You say billion. I would 
suggest that be corrected on the prepared statement. 

Mr. Murrer, Oh, yes. 

I) the hope of foreclosing a nv act) ion by this committee, the industry 

staking some action. They say the ‘vy are not going to do it. At 
the same time they Say that, they increase their prices, Now if they 
are not going to charge the phantom freight and the phantom fre ight 
was not giving ~~ ae complete return, why, whe n they take off the 
s aoe they need to push up the price to make up what 

in the phi intom freight ? 

Obviously “the : i1tom freight was giving them a hidden profit. I 
ium not say ing they hid it from the income-tax authorities, but the »y Cer- 
tainly hid it from the public. They didn’t want the public to knov 
they were making not only a profit on the car and a profit on their 
parts, but also a profit on the delivery. 

Senator Monronry. But if they can afford to sell a car without 
releht in Detroit or with a SD) or SLO delivery COST, then that is the 


ph intom fre Is 


’ 


they are not getti 


io 
| 
i} 


price of the car; is it not ? 

Mr. Mutrrer. That is right. 

Senator Monroney. The freight component should be the compon- 
ent necessary to deliver that car from the Detroit factory or from an- 
other assembly point there. When they adjust their phantom freight, 
if they have a fair equitable price to their Detroit dealers, should 
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the price then be adjusted upward as they move away from the phan 
tom freight overcharge ¢ 

Mr. Mvutrer. No, I think that they should have a price which is a 
fair price and which gives them a fair return for the vehicle they 
ire selling. and they shouldn’t be permitted to make any profit o1 
nything else. They should charge only what the actual charge is 
ind the customer should pay only that. As legislators, we can’t stop 
hem from raising their prices and making more profit, but if they 
oost the price unduly high, and the public feels they are making 
profits they are not entitled to on a ea Yr. then the puble has a fine 
weapon. 

They sit back and say: We won’t buy. But when the dealer de 

ers the car and says: Here is your car, I am giving you a breal 
and it 1s only costing’ you $50 or $100 over the cost to me from the 
factory, and the rest of this is actual cost—and gives you an item 


for freight, I think the customer is entitled to know that he is not 
tually paying fre i@ht but he is paying or freight plus, whether they 

ill it a destination charge or a frei ohit charge, they are still fooling 
e pub lic when they try to make th at charge which is not in accord 
‘e with naetual cost. 


Senator Monroney. As you say, less than one-sixth of the cars 
iipped move by rail, Yet every time the Interstate Commerce Com 


lission gives one of its customary aldiuel freight increases to tl 


ea 


ra lroads, the ee of ah automobile vets clip] ed again for a6 
ercent or an 8 or a 10 percent increase in freight when the freig! 
actually not running against the delivery of the car in fact. 


MULTER. And if is because we have permitted O1 acquiesced 1 


t least the manufacturers’ charging phantom freight that General] 
} ’ | 1] > . 1 ° 

Motors alia Ford wouldnt joint with Chlrysier in trving to get a re 

luced rail rate, and I think you have indicated, they worked behind t 


enes to see that the rate was not decre ased., 

Senator Monroney. To keep Detroit freight hig! 

Mr. Murer. Yes. 

Senator Monroni 7. A though that was supposed to be the soures 
of most cars, 1t was contrary to most freight rate procedures: the 
preater the con ifration of shipme nts out. the lower the rate. But 
they were enjoying lower freight rates out of their assembly plants 


for that distance than the big shipments were moving for out of De 


troit. it is impossible to tell how many hundreds of millions of dé 

} Sal | ’ ‘ 

is were tacked on to the consumers p! ces bee; ause of tl mamntenance 
ft that high freioht ekietieae for the naaiheenicnico pe pease es 


Detroit, 
Mr. Mt UTTER. You are absolut ly richt. No one can ¢ al SEV what 


} } ' 7 ae 
VOU have ud, Mr. Chairman. | beheve, sir. that Th ered ¢ I 

e recommendations that [ sought (oO MAKE to Uns ommiittee., | 
oped that mv testimony will be of some help to the committee. 


14 there are aly ofthe. questions | vou eare to ade iress to me, | 
trv toanswerthem. I don’t think I have all of the answers. 

Senator Monronety. Permit the chairman to say that vou are 
he tireless worker in automobile and other little business problems 
that you were on the banking and currency when we sat next to one 
another in the House. 
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Mr. Murter. Thank you, Mr. Chairman. 

Senator Monroney. I appreciate the great help you have given th 
committe 

Senator Thurmond, do you have any questions ? 

Senator THrrMonp. I don’t believe so 

Senator Monroney. Senator Payne? 

Senator Payne. No questions. 

Senator Monroney. We appreciate very much your helpful interest 
in this. 

Mourrr. Thank you. 

Senator Monroney. We have Senator Sparkman, one of the dis 
tinguished leaders in small business, chairman of the Small Busine: 
Committee of the Senate, a man who has fought consistently through 
his membership in the House and in the Senate for the causes of small, 
free, independently owned and operated business. 

We are delighted to have your appearance here today, Senator 
Sparkman. 


TESTIMONY OF SENATOR JOHN J. SPARKMAN, OF ALABAMA 


Senator SparkKMAN. Thank you, Mr. Chairman. 

My statement is rather brief, but I hope it might be of some help. 
L appreciate your kind invitation to appear before you this morning to 
discuss briefly the problems of small business as represented by new- 
car automobile dealers. 

As chairman of the Senate Small Business Committee, I have fol- 
lowed closely the course taken by vour inquiry. You have directed 
your attention to the heart of the relations ship between manufacturer 
and dealer. You have brought needed attention to the major question 
of whether franchised new-car dealers may properly be considered 
independent small-business men or whether they are more in the nature 
of economic pawns. 

Just a few vears ago the automobile dealer in every community 
throughout the country was looked upon as a prince of the retailing 
realm. He commanded the respect of both his customers and of his 
fellow businessmen. He offered for sale the most desired, the most 
olittering product on the American market. 

Conditions, however, have changed in the automobile field. Many 
dealers no longer feel that they occupy so high a range of prestige as 
retail merchants. The competitive pressures initiated at the factory 
level have forced the dealers to adopt circus type merchandising tac- 
tics. Only a few years ago these tacties would have been scorned by 
them as beneath their dignity. 

This, in itself, might not be too difficult to bear if profits kept pace 
with their sales effort or even if their profits bore any resemblance to 
the profit rate of the big three manufacturers, 

On this point the annual report of the Senate Small Business Com 
mittee for the vear 1955 had this to say on the subject of dealer profits, 
ind I quote from that report: 

Here again is to be found a repetition of the familiar pattern that, when big 
companies step up competition to gain sales supremacy, it is invariably the 
small-business man who gets hurt. In the automobile field, the retailer is aiso 


imong the victims. Aecording to a management survey of the National Auto- 
nobile Dealers Association, dealer operating profits were 0.6 percent before 


provision for Federal taxes in 1954, the third largest sales year in the history 
f the automobile industry 
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In 1955 the National Automobile Dealers 


Association estimates t] 
ilers profits rose to 1.7 


percent of total sales before taxes th 
light improvement over 1954. However, the fact re 


muns Tha 11) 
ee Dec ; hil ataerde ; ie boa ( 
‘ar which saw automobile proauction records sroken, IS.9 percent 
] ? i . 1 ’ 
tne dealers, aimost l out OTF every oo. suffered an operating OSS 
he Association's annual report stated, and L quote from it, ‘ 
i 
au vear that broke all existing records in the number of new vehicles p. 
ed and sold, the dealers’ final share in this tremendous volume of busine 
1.7 percent of sales, before income tax provisions, before employees’ bonuses 
to a large extent before the customary year-end adjustments had been made 
ept for the year 1954, this was the lowest profit ratio reported since 
ADA surveys were begun in 1949 


an almost inevitable aftermath to a high competitive race for 

xiuction leadership, dealerships who were already in the red began 

e year 1956 facing both decreased production and decreased Sales. 
au report on January business of its members, the NADA stated that 

the majority of the Nation’s new car and new truck dealers operated 
ta loss. It characterized the trend for January as nearing alarm 
v proportions. 


| 


The results of a nationwide spot check Survey by the association 
ere most discouraging. In Brooklyn, 21 dealers were surveyed and 
reported 0.84 percent loss before taxes. Of the 21 dealers reporting, 

operated in the red, 5 made small profits, and 1 broke even, 14 
ealers from St. Louis said that out of the gross volume of $2,712 
60.05, they lost $17,194.13. Many of the deale rs re porting said that 
heir February business was equally as bad. 

Mr. Chairman, it might be significant to point out there that, the 
lay this report came out in the papers about 10 days or 2 weeks ago, 

the Washington Post this story about the troubles of the automobile 
ealers was given on the left hand side of the financial page. 
Right above that was an article that, with bie headlines, told of the 
nerease in sales prices by the automobile manufacturers and 
P posite s page, the big headline was that the stock market reached an 
l-time 1956 high. 


I thought it was quite a contrast among those three items in the 
me | aper and on opposite pages. ‘The true significance of the plight 
f new car dealers is not contined mere ly to the dealers themselves. 
What is happening to car dealers today is happening in greater or 
er degree to many other so-called inde pendent businessmen in mass 
roduction industries. 
For instance, many independent automobile tire dealers are caught 
a competitive squeeze. They find themselves in sales competition 
vith the very manufacturers who supply them. I have never yet 
ieard of a dealer who can undersell his factory when competition be- 
omes keen. The more than 1,900 manufacturer-owned and operated 
etail tire stores place thousands of small dealers at a grave disad- 
vantage. 
As you also know, gasoline service station operators are at the mercy 
f the major oi! companies which supply them. Their = arrange- 
ments do not offer much more protection than do the franchises of the 
iverage automobile dealer. To me it is reasonable to see in this unbal- 
need manufacturer-dealer relationship at least one possible cause for 
ie present high rate of smal] business failures. 
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The most recent figures on failures supphed by Dun & Bradstr: 
are not encouraging. ‘They show that 293 business firms went und 
during the week ending on March 1. This figure was up from 2% 
in the same week of 1955 and 223 in the same week of 1954. 

ISven more ominous, the 1956 business death rate is the highest 
it has been for any week since March 1941, and as a matter of fa 

15 percent higher than the 1939 failure rate. 

The significance of the automobile industry’s position in our na 


1 


onal economy is greater than that of any other industry. For th 


re ison. the automobile dealer has in equally vital place in our econon 
His continued prosperity is necessary for the health of the enti 
INauUustry. 

The fine work, Mr. Chairman, that your subeommittee has be 
doi gy in this vital field is already bearing fruit. It is evident that 
factory-dealer relationships today are on a better basis than they hav 
peen at any time inthe past. 

Most important of all, it appears that the industry intends to mak« 
further improvement of these relation ships. I can assure you Ul 
I and all of the membre rs of the Senate Small Business Committe 
applaud any efforts which this group has made and may make in t] 
future to improve the status of the automobile industry's truly sma 
business men thi new cal dealers. 


rn} 1 
Phank you. 
ah 


Senator Monronery. Phank vou, Senator Sparkman, for the Oy 
help your committee and your staff has been to us in this study. You 
vast research on statistical data. and the actions that you have take 
n trying to pres e small business 1 our economic spectrum has 
really ted to this n vestigation recelvi oO tremendous help from you 
studies 

May ITasl one question, in connection with the alarmn o increase 
business failures? Would vou not consider it also to be true that 
tell only a smal! part of the story ¢ The volunt try liquidat mS Ol 
men 1 ho lo not choose to become isolveni XT vear or the vear after 
next, 1s inerea Ing at avery alarming rate, but 1t 1s very difficult to get 
the statistical data-on these throwing in the sponge while vou stil] 


ire able to throw it in without waiting to get knocked out by the ban! 
ruptey court. 
Senntor Sparkman. You are exactly right, Mr. Chairman. 


r\ I lon’t nar ut oh ngertips 1 a] now a ficure that our Sma 
[ (‘on ttee h set forward, showing the decrease in bu 
! actually in existence in this countrv by the year. That figur 
Worl ld over in | roe part the vpe that vo speak of 
r Monroney. And the greater the dominance of monopoliza 
{ of the eeconom pe trum. the toughe hecomes the veneral plight 
nal! business 
Senator SparkMAN. Yes: if small business is to continue to play the 
por’ant part that has played and should plas In Giving us a 
‘rong 17 lu trial bas we ought to have ih ste iy in rease in the num 
ber f businesses In cistence instead of a decreasing rate as we have 


if the present time. 
Senator Monroney. Which means fewer and fewer opportunities 
younger men comimg on throughout the States and towns of Amer 


i toown a business of their own, or to own a partnership in a business 


Or their own. 
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nator SPARKMAN. That is exactly right. 

Senator Monroney. And it is something that is fearful and fright 
ning when we look at the pattern of continued concentration of b o 
er and bigger enterprises. We are deeply grateful to vou for giving 
Ss Vou! time and vour valued counsel on this niatter, 

Senator SparKMAN. Thank you very much, Mr, Chairman. 

Senator Monroney. We have a verv distinguished Member of the 
lTouse of Representatives, the Bankine and Ci rency Committee, ind 
ne of the leaders of that ereat legislative body, A man with whom 

was mv great pleasure to serve for more than 12 vears on the Bank 
rand Currenc \ Committee, the Honorable Paul Brown of Ge row 
We appreciate your continued interest in small business problems. I 

nember how vou fought for the problems of — small State banks 
smiali elements of our business to stay alive a gainst the threatening 
ninance by giant enterprises, and to find vou Mane to testify again 
fore this committee Is in the pattern that has so long characterized 
your great service to the Cougress, Congressman Brown. 


TESTIMONY OF HON. PAUL BROWN, MEMBER OF CONGRESS 


Mr. Brown. Mr. Chairman, I greatly appreciate the fine tribute 
i have paid me, and I Waht to congeratiul ite this subcommittee on the 


lendid work it has done and is doing and, as it is now 1v o'clock, I 
rto ask permission to file my statement, 


Senator Monroney. You haven't missed a rolleall for how many 

Mr. Brown. Well, I have never missed any for 17 vears. | 
Congress Tor 25 vears, I never missed any except the morn 
ad pneumonia, and I have never missed se Imimiitee meeting 

Senator Monroney. It is a great record. We appreciate t! very 


iuch. and the committee will be delighted to give very careful aites 
on to your statement, and appreciate so much vour taking the time 
‘ome personally and present It. 


‘A 


Vir. Brown. Mr. Chairman and gentlemen of the committee. almost 
of Ciie econoinle indicators that were released at the beoinning of 
this year, 1956, showed a continuation of, and in most cases, even an 
rease in the prosperity of our country during 1955. There were, of 
urse, certain geographical areas and certain economic groups which 
lid not share in this national prospe rity. It is with one of these group 
that we are concerned here, and that is the more than 40.000 automo 
ile retail dealers in the country. Their lot has become more critical 
luring the past few years, and in recent months has been the source 
crave concern. 

\ survey of retail dealers throughout the country m: ide at the end 
of February iia ates that over half of the Nation’s new-car and truck 
i alers oper ated at a loss in January of this year, and that many re 
ported lesie kebruary business was Just as bad as that in January 

In the past 2 vears, the plight of these dealers has come increasing] 
to the attention of Members of Congress, culminating in the present 
hearings in your Subcommittee on Automobile Marketing Practi 

If there is any conclusion that is warranted from the investigations 
undertaken here on Capitol Hill to date, it is that the franchised auto 
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mobile dealers of this country have been under heavy pressure fr 
the giant automobile manufacturers to accept more cars than thi 
ould pro tably handle through established channels. It is this pres 
sure which has led to the various evils in the trade about which 
man: bitter complaints have been fled. 


Although I agree with most of the businessmen of this country tha 
Federal intervention in the affaus of a particular industry should | 
= 


avoided if at al! 1) ssible, I have become con \ inced that in this e: ase the 
dispai ty etween the economic power ot the few huge automobil 
manufacturing corporations and the local independent dealers seat 


tered over the Nation is so great, and the survival of these local inde 
pendent businessmen so vit: al to the economic prosper ity of the Nation. 
that some Federal legislative action 1s essential. 

W at is needed, first of all, isa Federal statute that would insure en 
forcibility of contracts between new-car dealers and manufacturers 
At present it is all too easy for factory managements to wipe out 
voluntarily granted improved contracts. A court guaranty of such 
contracts is essential. In a word, equal treatment before the law for 
both dealers and manufacturers is essential. 

Secondly, the increasingly prevalent practice of raiding another 
dealer's territory makes it desirable to reestablish by legislation what 
is commonly called territorial security. Such legislation ‘would make it 
lawful for a manufacturer to reinstate a provision in the selling agree 
ment which had existed for many years, namely, a provision that sets 
up a prescribed geograph ‘ical area of sales responsibility for the 
franchised dealer. ‘This provision was dropped by car manufacturers 
when antitrust action was threatened by the Justice Department if 
they were retained. 

Third, legislation is needed to outlaw “phantom” freight charges. 
It has been the practice of manufacturers since 1939 to chi arge —_ 
rates for shipment of automobiles from Detroit, although in many 
cases the actual assembly of the automobiles took place in sie parts 
of the country, much closer to the dealers. To pass this charge on to 
the dealer and thus ultimately on to the consumer is a grossly unfai 
practice which should be prohibited by law. Such a law would make 
the levying of transportation charges in excess of the actual cost to the 
manufacturer unlawful. Fortunately, bills to accomplish all of thess 
objectives have been introduced in the Congress. They should receive 
prompt favorable legislative action. 

In a word, what is needed is that the small franchised dealer be 
granted the assurance that he will be able in the future to operate as 
a truly independent businessman and not as a vassal or serf of tl 
manufacturer from whom he obtains his franchise. 

Se nator Monroney. We have the distinguished Representative from 
Arkansas, the Honorable E. C. Gathings. We are glad to have you, 
Congrestenan Gathings, and we appreciate receiving your advice. 


STATEMENT OF HON. E. C. GATHINGS, MEMBER OF CONGRESS 


Mr. Garurnes. Thank you very much, Mr. Chairman. Last week 
I received a letter from Chairman Monroney inviting me to testify 
or submit a statement with respect to the problems confronting the 
Nation’s automobile dealers. 
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[ am glad to avail myself of this opportunity, as these issues ar 
of vital concern to all of us. , 

I wish to commend this subcommittee on the most thoroue 
ra reaching dealers’ poll which you mi ide. Aceord ng to the inter 
report ot your com! nibhee dated January 19, 1956. the poll met wit 


i. 


MHnhest response ot any ever rece iver | by al congressional COMMITEE? 
on a voluntary basis. It is most significant that some 19,500 retur) 
were received from a total of 42,000 dealers—almost 50 percent an 
swered the questionnaire. 

In my State of Arkansas, it is evident that our dealers are most 
anxious that this congressional study be continued, and trust that 
you will look into the _ — lity of recommending and sponsoring 
Fed ral leg) slation with spect to bootlegging of autor bile nnd 

rrective measures to ait freight rates equitable and just. 

lhe poll reveals from the many causes of bootlegging that the deal 
ers list, two are the most outstanding: overproduction and pressure 
from the factories to take more cars than needed. Bootlegeing of 

‘ars in my State has been on the increase, although the percentage is 
= as great in Arkansas as in many of the other States. This could 
be due to the all-inclusive State law on the overall subject. 

In 1955, the Arkansas Legislature enacted a comprehensive, com 
plete, and thorough regulatory statute for the motor-vehicle industry. 

The act set up a commission, vested in it broad powers, provided 
for a full-time executive secretary and for the collection of fees, 
enumerated grounds for denying, revoking, or suspending licenses, 
as well as many other powers. I understand the act is working well 
although it has been approved only a few months. 

In addition to contractual manufacturer-dealer relationships, and 
the bootlegging problem, there is another most important considet 
tion to the car dealer, and that is freight-rate differentials. ‘These 
matters should be given the utmost attention and study by your com 
mittee. Dealers in Arkansas are handicapped greatly in order to com 
pete with dealers in neighboring towns and cities because of the higher 
freight rates that they have to pay. Some dealers have to accept de 
livery of their new vehicles outside of the State so that they may 
obtain a more realistic fre lent rate for their shipments. In some in 
stances, the freight rates are less for longer hauls in the same country. 
This situation can and should be relieved. 

(rkansas dealers are doing everything possible to alleviate the ills 
which they suffer. 

So ~~ as those problems affect intrastate commerce only, the new 
law Arkansas is working to a great advantage. The } re blems of 


} 


ssethenad o, manufacturer-dealer relationships, freight dit 


1 just as pressing issues, require action by this Congr 
trust that sae aaaal pursue these matters to the fullest and recommend 
remedial legislation where needed at the earliest practices! 
Legislative action is needed to assure the elimination of m us| 
tices, and the preservation of a stable, healthy, and profitable ce 
Industry. 
Thank vou very much, Mr. Chairman. 

Senator Monronry. Thank you, Congressman Ga 

preciate vour continuing interest in the problems of small busine 


which vou have always shown throughout vour lone and faithful 


7 t* 
things. We 
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Ce in te H_ use. We are delighted to have the ndvantage ot vou 


mony n this case. We have the di tinguished chairman oft 1 
Antimoi Opoly Committee of the Judiciary here who has worked 
tomebile dealers’ problems in monopoly and has helped so much 


our committee's studies, not only in his fine work but the reputatio 
has added i the similarity of our nemes. 
We have gotten credit in this subcommittee for the work of Sennt 


OY’Mahoney has done. In fact. often times photographers have ap 


peared to take the picture of this Sei ator, thinking it Was menatl 

OMA oney } | Hbdine the ditker nee mn the mame, retired, with 
king the picture. We are olad to have the distinguished tight 
rusnce ere and appreciate anything vou have to say. 


STATEMENT OF SENATOR JOSEPH C. 0’'MAHONEY 


} 


Senator OManonry. Thank vou. Mr. Chairman. IT want to say 


+] ) = ! F + 
oa abo} Voonre ney thal I have recelved n creat (eds ol credit for SO 
ee ; : to | Soa % of] 1c 
or the ] Ocent mnes vou have done. so it isn’t all one-sided b 
» ’ 41.° ] 
manner of means. I came here this Morning ecause the automo 


hile dealers ot Wvyomun ao were anxious that I should take advantage of 


the opportunity that you extended to make my statement a part of thi 
record support of needed leg lation in this field I do this ver 
hannily avd IT desire also to thank vou, Mr. Chairman, the member O 
your committee, and particularly the members of your staff for th 
excellent work they have done in oat) erme Tacts upon which VO 

renorts will be based. ] have been particularly appreciative of the co 


operation which the Senate Committee on Antimonopoly and Anti 


trust Laws has at all times had from this committee. The two c¢ 
itte are WOPrNsTNSs n general on the same fi Ic, You have jurisdi 
on beca ise this the Committee on Interstate and I reien Co 


Ours had jurisdiction because we were set up by the Sena 

or the special purpose of investigating the antitrust laws. 
Asa result of the researches made by your conmittee and your staff 
Senator Monroney. and the testimony that was given before our com 
ttee before vo , had the opportunity to call your witnesses tog ther 


‘ 
l 


the General Motors Corp. has made sweeping reforms in the relation 
shin that it has had with its dealers. It has offered a different sort of 
contract or agreement between the factory and the dealer and it ha 
proposed many other changes. Indeed a vice president has bee 


Ippo ted to have charge of ce aler relationships. 

Now al] of these refor 1S, and they are reforms and we should tue 
mow ledge them to he reforms. nure cood as far as they vo, But they 
do not vo far enough because they are merely the coneessions whic] 
management of the largest industrial corporation in the world ojves 
to the dealers who are associated with it. Any of these concessions 
may be withdrawn the minute Congress adjourns. Our great prob 
lem is to establish by legislation definite responsibilities to which man 


agement must adhere in order to preserve the economic freedom of 


] 


the dealers w ith whom they are assoc ated. 

This is only one phase of the great problem with which our country 
is faced by reason of the concentration of economic power. It must 
appall anvbody who sees the degree to which this concentration ha 
ro! e, that it brings with it nolitical concentration. too. 
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STATEMENT OF CONGRESSMAN KENNETH Jj. GRAY 


Mr. Gray. Mr. Chairman, I do not have any prepared testimony 


o for the matter of the record [ will say that my name is Kenneth J. 
Gray. I have the honor of representing the 25th Congressional Di 
triet in Southern Illinois. 
[ would like to say that I come from an automobile family. My 


family has been engaged in the automobile business for the past quartet 


of a century and before coming to Congres if Januam ( f L055 | Wis 
an automobile dealer—a franchised new-car dealer for 11 year S 
] beheve Iam qualified to talk a little bit about this subject, in ad 
tion to being an automobile auctioneer for 17 vears and selling over a 
lf-million automobiles at public auction; I believe I kn bitte 


ut the problem, but I will not take up your time today except to 


l 
{ hon Y or 8 « f the more important items under considerat ( 

First IT would like to thank this committee and especially the able 

i 

uurman for the forthright effort in attacking this problem of fair 
competition or unfair practices. 

Che first thing I would like to mention, Mr. Chairman, is this phan- 
tom freight business. 1 would like to tell you a little story of my own 

\s I said. [ come from uthern Pin I live exact les 
\ { | va \ ( Ind wie} there - ? WV -( ! } ) ry] It 

1 Plymouth plant. Iw Chrvysler-Plymouth dealer, so I ree | 

Plymouth automobiles from the Evansville, Ind.. plant 

N Ff course t! lant Petro Mich. 7 oftices of 
the e¢ ition are in Det? MM mad \ I ree d Pr 
! th autom les I drove $ milesto the factory t ere he ! ove 
. | hack to} Dince of busine vet T naid full f f qgroes 

1 J it, Mich.. to West Frankfort. I] hometow? 
sol cin sthe f rOorTy wou d by a Auto bi] From t] | } 
] ] to m\ pia of bu ( ind deli y tO ] ! woor, 
mei ime 7 nid pic] the } ul) ¢ } i \\ eall \ le} 

Reoard of whether I p l the car un on the dealer di 
! ! leliy l them to1 t ! harges wet f 

Now. [ thinl e pl m Ti ht char: } Ivy } i 

f in the charges made by the manufactur 

\ | vy. one time he weuld del} ( my to mv doo} a Ag toy f 

Se) Mile rrom t1 issembl y } hit Other ti { 
ove tothe plant and drove the car out and paid the sar f} ht 

le il. So I think it is strictly u r. I think tha 
factu e] hould only charge fre oht for ct] he mou 

Co them and above all the iould | ! te ind 
Uy oT Ove lh} lan for freioht rates. 

Now, the next thing I Wanht te touch upor verv briefly J | matte 
of car bootlegging. I look at this problem a little bit differently, I 


} +} ‘iy Pall 7 ; . 7.2 4 ‘ ] 
Ippose, than some. First of all I want to make this statement: Th 


mvown opinion. of course. 


I don’t believe that the manufacturers want to stop so-called new 

r bootlegging, for two reasons: 

One, it means more sales to them, if they have a bunch of used-car 
. . a sae . . boy ‘ ] } . 1, . 
jockeys getting } d of their automobiles, that means the ae ler take 


mores and they get rid of more cars. 
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AWJRAY. 1 defin reivt nk SO, Senator, | peveve thev iave, and 1 


Gath to what I taiked about a while ago, | think the major thi 
ble for the dealer packing his price or putting as many ext) 
is he possibly can on the car is this: The manufacturer makes these 
eh-priced models that i sav are not readily salable tot! e pubhe. ay 
the dema eenee ttie two-door sedan, \ ithout too much equipment, s 


nade | Vv ea haser, but when he goes in to the dealer to fet the 


car, 1 — has all of these thines on it to trv to get the price up, 
npetit 


tO ies ib col ¢ ve with the price oO] the auton iobile that t 
ufacturer o m. For example, ard-top. ‘They send you 
top that e S300 han the little two-door sedan. So tli 
ee e | rma OF ’ : Instead of giving them te 
ootieg Gqeater. » ] ed tne pri eC OF The sStripype | down car to try to 
Olly) th the price ! that car s oved on | lim ( ul 
oesn't want. I don’t know whether I have made myself clear or not. 
a4 } i ‘ SU 1 
Nir. Gray. That 1s one of the ce es of vour packed automobi! 
Phe d eet tripped ean ell t readily, 
fo Go OU t 5 OM eve That has a oe extra 
( r> re? He has to pack up tha iitlse ipped 
oO ma nbipetiftive with Ol tO move it out. to 
‘ ) “ft | 1 i to { r denley 
i bault of e manit wer, and I nt to lav it 
( \ lot of i Fault of e dealer, too. I think s 
! r nee { it i tit he dealer and t manufacture 
! ! rl y ) CK }} S Bi I think the wise is tha 
14 ( / o the ie) ” | ke 1] lise f vat 
landt s not in demand by e pub! 
i t} i ou verv m i¢ 1 » Toy t 
’ Lol MM Ré EY Wet k Vou Tor § n¢ Ss the nent o you 
sonal experiences and particularly for bringing out several point 
t { f d not head. ith especial reference to the fact hat the 
factory profits on loss of liability and warranty service 
\] CrRA \) v ) ll ! { ew { ost me o1 thy Ve 
0 1) per unit First the owner gets a thousand-mile check free, 
l gets a 3.000-mile cl oe free, and if there is anything wrong 


with the parts of the automobile, then the m: anufé —— pays for 

I figure overall with bad transmissions, rear ends, and adjustments we 

have had to make, oe. will cost the dealer and the ccisadli iia: about 

QO per unit. You can figure the amount of cars produced and take 
nd vou will see that those cars that are sold outside the recular 


nnels of trade mount up into the millions of dollars savi 
] 


1” TO the 
anutfacturer because he dc esn’t 1ave to make tt wood. 

I thank you. I will be available, Mr. Chairman, for any questions 
later on that might come up. W oo my experience as an automobile 
dealer, I would be happy to cooperate with the committee in any way 

couls 1. 

Senator Monronry. We appreciate the vast experience vou have 
had, and we are sorry to have detained you so long. 

fr. Gray. That is all right. 

Senator Monroney. In order to let the reporter rest for a moment 
or so—he has had a pretty full schedule—we will take a recess for 
about 5 minutes. 

(Recess taken.) 
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at the present time. There can be no doubt that in t 
noving automobiles long-credit deals have been made 
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instances this is recourse paper and the dealer would not have « 


reciit to this extent unless 1t h id been necessary to move t! 


4] ’ 1 17 1 . 
the dealer is compelled to move the merchandise to s\ 
{ 
} ] 11 y* ° 
] t t con tiona nstaliment creait provisi 
, r } 1 } 7 
t c he Pe OT What can be accomplished with trade 
i +4 > . . 
Ac A? itter of Tact. 1f we were to sudde! 
+} } + - 9 lay y ] ; + 
( i e e eile Ol pling merchandise up on tt 
A > A 
) + - } 1° } ) 
) rp¢ na PIT propvlel | ao not believe that th 
e pub erest demands anv actior 1% 
1 1 } 
( { D ise ¢ if rs nterest due to t 
oe 
e ¢ } i | eve { tic ean be read 
I {7O\ ergtel r 
} { if pootieGoing It is mv wu ( 
{ 1 i e 7 ] = TO ’ ( t 
’ 
} i rye e\ { \ 1 I 
| 1)? ( | ‘ ( | 
1 
j dead To Toste 
1 7 
( | ad ela | t ¢ uw to 1 
] 
| ented T1 Stop) xr I 
| I 
T tT» 
1, 9. 2 dT. RR. 2655 appear to be a | 
, ? 
{ l 1 Trento Tine e¢ 
1 1 
t { th tomobile industry is not the only indust1 
eXI1st 
} 
\ l ito comnie 
4 1 1 . } 
into} 0 tn n my opinion, a practice wh 
) 
! Hi. | 5, or 1) 
j be L ¢ ( ! ee that t 
: ’ 
( | } ) } 
1 
i { { rie e produce « 
1 3 ’ 
l ! Tite ay Ye ured to pay t 
1 
tral st. da il if101 Inmy op 
I 
, 
! Ing { 2s in the spe It wo 
4 ] i } Be ] } 
t cope of S legislation would be broadened. 
, } } 4 , ux | lh 1 in th Win limit 1 ¢ ‘Ol 
rsO rh ( ~ Which l rhe mam mitted to co! 


acts with the dealers in mv own State. I think their problem is that 


red DY Oo men} or anotner airect or mdirect, to buy 
} . . — . ] , 
me wt iccessories, parts, equipment, services, or advert 
} } 17 } } tter hie) Sc 1] lo nT 
eirwiila etter busine judgement. 
at the committee study confirms this. JI believe that most 
‘contracts have a provision against this practice. Th 
hings: first, the difhculty we can expect in the enforce 


‘ ation: second. that it is recognized as a matter which 
yrevented in the public interest. I believe that this is largely 


ponsible for our installment-credit problem. I believe that some 
legislation to make this an unfair trade practice, probably under the 
‘ederal Trade Commisison Act, is indicated. 


think we should give carefu 


‘-factory franchise relationship generally is one which I 
| consideration but on which we should not 
I think we can all see the certain objectionable features. 
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Congress trying to legislate any contractual relationship. W 
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A jetter from the Honorable Albert The: sof 
the Eighth District, Houston, Tex., including a statement from Mi 
Jimmie Green, president of the Jimmie Green Chevrolet Company 
of Tlouston, Tex. 

(‘The documents referred to are as follows:) 
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Marcu 7, 1956 
DeaR SENATOR: Attached is self-explanatory wire from Mr. Jimmie Green 
president, Jimmie Green Chevrolet, Houston, Tex. I shall appreciate it very 
much if you will be good enough to put it in the record of the hearings 
Thanking you for your many courtesies, and with best regards, I am 
Sincerely yours, 


ALBERT THOMAS 
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( ert Linly it wi ld be oranting only al basic American right, wh ( 
4] .% ate . —— y ; . m4 Se 1*] a 
other businessmen already enjoy in the pursuit of their livetihood, 
cuarantee to dealers that their rights under the contract will be subje« 
to interpre tation and enforcement in court. 
I am not proposing, of course, that Congress attempt to regulat 


— 
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the terms ot the contract or to write the factory dealer agreement 
ae vad ld] VEE eee : a f 
i tr would ope Wwholiyvy unnece sary. 


What 1 am suggesting is that it doesn’t seem proper that a deale) 


should be expected to invest his life savings and years of his time, 
without even having recourse to the courts if he feels his rights ha 


peen \ olated. 


I hope that this committee will find a way of dealing with tl 


Thank you again for this opportunity to appear. Let me say al 
that I have been following the proceedings of this group with er 
terest. I want to compliment vou on the thorough and painstaki 
ipproach you have taken to these problems. Your work has been 
reat eredit to the Senate of the United States. 
Senator Monroney. A letter in behalf of the Minnesota Automo 
le Dealers Association, from the Honorable Fred Marshall, Membe 
of Congress from the Sixth District of Minnesota. 


The letter above referred tois as follows:) 


Marcu 6, 1% 
Hon. Mike MONRONEY, 
Chairman, Subcommittee on Auto Marketing Practices, 
Committee on Interstaic and Foreign Commerce, United States Senat 
DEAR Mr. CHAIRMAN: I am writing in behalf of the Minnesota Automobil 
Association, which represents over 1,000 franchised new car dealers 
our State, in support of the pending legislation to remedy unfair marketing 
practices 
These dealers are interested in sound legislation which will eliminate phanton 
eight and bootlegging practices. It is also important that dealers have 
course tf ourt action to make the contract arrangement with the manufacurer 
nore equiable 
ince your subcommittee is presently considering the problems of these dealers, 
I am sure you will be interested in these recommendations from the Minnesot: 


Sincerely yours, 
FRED MARSHALL, Member of Conare 


Senator Monroney. A letter from Senator Olin D. Johnston of 
So 


uth Carolina. 
(The letter follows :) 
UNITED STATES SENATE, 
COM MITTEE ON THE JUDICIARY, 
Varch 7, 1956, 
Senator MIKE MONRONEY, 
Chairman, Subcommittee on Automobile Market Practices 
Senate Office Building, Washington, D.C, 


Dear MIKE: As stated to you previously, I am in accord with the activities of 
your subcommittee in the investigation of factory-dealers relations, automobile 
hootlegging, and phantom freight charges. The automobile dealers in South 
Carolina have expressed great interest in what you and the other subcommittee 
members are doing. 

It was my desire to appear before your group in representation of the automo 
hile dealers of my State, but this is not possible because of meetings of my own 
committees. However, I do want to use this means to express my interest and 
willingness to cooperate with your subcommittee. I sincerely hope that you will 
sive very careful consideration to the proposals offered by the National Automo- 
bile Dealers Association which are now pending before your group. The South 
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lina Automobile Dealers Association is supportin 


m supporting the automobile 


cooperation desired by yout 


With warm regards and best 
Sincerely yours, 


Senator MONRONEY. 
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the Public Works Committee, of which I am a member, which are currently 
being held on the important highway legislation prevent my doing so. 

I would like to have it recorded, however, that I support such stabilizing legis- 
lation. The somewhat chaotic condition of the automobile market in the United 
States demands legislation which would include, among other things, provisions 
to curtail phantom freight charges, permit exclusive agency contracts, and 
allow cancellation of contracts with dealers who sell new cars to unauthorized 
dealers—the much criticized bootlegging of new cars. I hope the committee 
will report a bill along these lines and I will support and urge its approval should 
if do SO. 

Cordially, 
FRANK E. SmituH, Member of Congress. 


Senator Monroney. A statement from the Honorable Lee Metcalf, 
Member of Congress, to be placed in the record. 


STATEMENT OF Lee Mercaur. MEMBER oF Concress, From THE STATI 
OF MONTANA 


Mr. Chairman, this morning I received a telegram from Mr. R. J. Hilger ot 
Helena, president of the Montana Automobile Dealers’ Association, in support of 
five bills I concur in his recommendations o 


H. R. 528, to prohibit manufacturers from making charges for freight which 
hey have not, in fact, been required to pay. 

H. it. 6544, to permit contracts establishing exclusive representation by dis- 
tributors in specific geographical areas, requiring such distributor to sell on 
n these areas 

H. R. 2688, to permit auto manufacturers to reinsert clause in selling agree 
ment allowing manufacturer to cancel agreements with dealer who sells new cars 
to unauthorized dealers for resale to consumer. 

Hi. R. 5786, to amend Internal Revenue Code to provide that a Federal tax lien 
on motor vehicles shall not be valid against mortgagee, pledgee, purchaser who 
has no knowledge of existing lien 

Hi. R. 5533, to exempt from Federal excise tax automobiles furnished free to 
hich-school driver-training classes. 


Senator Monroney. And a statement by the Honorable Phil 
Weaver, Member of Congress of the First Congressional District of 
Nebraska. 


STATEMENT OF Putt Weaver, Member or Conoress From tur First 
CONGRESSIONAL Disrricr or NEBRASKA 


Mr. Chairman and gentlemen of the committee, I am Phil Weaver, Congress: 
man froin the First District of the State of Nebraska and I wish to thank you, 
Mr. Chairman, for your invitation to appear before your committee which now 
hus under consideration conditions affecting the marketing of automobiles. 

AS you may observe from your committee’s report, that of the 19th of Janu- 
ary of this year, 533 dealers in my State of Nebraska responded to your question 
naire. Of this number, two-thirds of the dealers indicated that they feit the 
need for congressional study or Federal legislation with regard to dealer prob- 
lems in the field of automobile marketing. 

Your report further reveals that those answering your inquiry with respect to 
bootlegging felt almost 2 to 1 that it was seriously detrimental to their business. 
At a ratio of 16 to 1 they said the charging of phantom freight should be elimi- 
nated. Tifty-two percent of those answering the question concerning the estab- 
ishment of exclusive areas of sales and service responsibility favored legislation 
which would permit the reestablishment of such areas. These factors alone 
would compel me to come before you today and urge that your committee take 
affirmative remedial steps to correct these conditions. When you couple with 
all of this persuasive data the fact that I personally am an automobile dealer 
and have some direct knowledge of the conditions about which you have been 
hearing, then you may more fully appreciate my gratitude for your invitation to 
appear and express myself very briefly on what I deem to be wreng and the 
remedial steps that I might suggest for their cure. 

There is at this time pending before this committee S. 2929, introduced by 
the distinguished senior Senator from Michigan, Senator Potter, who is a 
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mber of your parent committee. This bill seeks to provide one method of 
it possible to curb the practice of bootlegging. This is an injurious evil 

ting our industry eae should be stopped at once. i urge your immediate 
le 


rab tion on Sen: * Potter's bill, S. 2ZO29. 
You case received paniinoaide testimony with respect to the factory practice 
charging phantom freight. This is a practice which should no longer be 
owed to continue. IT am not aware of any bill devoted exclusively to th ub 
t pending before the Senate. In your companion committee of the House, 
‘e is, however, H. R. 528, introduced by my colleague, Cougressman Carl 


w, of California. This is a most worthy bill and IL trust favorable actior 

be taken on this bill when it reaches the Senate or upon a companion 
in the event such a bill is introduced in the Senate 

So fur as currently pendi legislation is concerned, the other principal sub 
that should receive your careful consideration is that covered in H. R. 6544, 
duced by your fellow citizen from Oklahoma, Mr. Chairman, my honorable 





ague, Tom Steed. This bill would make it possible to reestablish areas of 
iles and service responsibility The enactment of this legislation would coi 
te substantially ao insuring constant and reliable sales, service, and 
s supplies to the motoring public 
You will note, Mr. ¢ ‘h iirman, that I have addressed myself primarily to these 
ifie bills pending before Congress I have done thi ith the hope th 
mpt and favorable action may result in these three areas. It is not my inte 
to represent to you that these are the only matters requiring your careful 
ention. There are others, probably the most important of all being that 


tory-dealer relations as evidenced by the franchise and the conduct of the 
rties under this franchise. 

i enactment of any of the pending legislation or similar legislation which 
vy be introduced I am sure will contribute to improved conditions in this great 
istry. 
is so vital to the economie life and security of this Nation and the millions 
f our citizens who are dependent upon the automobile, that the automotiy 

lnstry must be maintained in a healthy, competitive conditio1 

Your committee has already made a great contribution in that direction J 

ist you will continue and see the job through to its end. 

I thank you. 


Senator. [ONRONEY. Many of these members were here to testify but 

lue to the large number on ime list to testify, we did not have an 
yportunity to hear them testify before they had to leave. 
We have the Honorable jose Me Roosevelt, 2 Member of Congress. 
from California, here. I’m sorry that we have delayed getting to you. 
You can see how many Members of Congress have wished to testify 
n this ease. 


We are happy to have you here. We know of the great work you 
ire doi 2 g : preserve independent business in oil and tire merchandi 

¢. We followed that, and our committee stat? has studied the wor k 
of oa ececaiaa 3 in the House and in some way or other, there 
seems to be a similarity in the growth of monopoly in all phases of the 

tomotive industry. 


STATEMENT OF HON. JAMES ROOSEVELT, MEMBER OF CONGRESS 


Mr. Roosrverr. Thank you, Mr. Chairman. I have appreciated 
listening to some of the testimony here today. Jt is very interesting. 
I have a little knowledge from oo run an automobile finance com 


pany for 5 vears. These prac tie [ ean attest to from firsthand 
knowledge. “They have been aasesiaie ition and have been getting more 
and more severe over the recent past, a 1 hope that the committee 


will look into the finance end of it also. 

Senator Monr wa Californi blv are 
senator MonrONEY. art cen cee ulifornia vou probably at 
familiar with how many of the Okies quit ~ drought-ridden sections 
of Oklahoma to go to the promised land in California. When I was 
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bate upon such price, on the condition, agr 
or indirect, or course of action, which preve 
from using or dealing, or which operates aga 


ng or dealing, in the goods, wares, merch 





rvices or facilities of a competitor or competit 

the effect of such lease, sale, or contract for s: 
understanding, arrangement or course of act 

bstantial amount of Competition in any 


or may be to substantially lessen compet 








iny line of commerce. 
any person engaged in commerce in the cou 
f s ‘ ¢ ’ ( t i n the commission ¢ iil} 
connection With any sale, or contract to sell, or lease, or license, or france 
which operates t nder, restrict, prevent, or otherwise interfere with the 
dom of choice of a1 purchaser see, | nsee, or grantee to acquire, ¢ 
advertise, display, use or resell any goods, Wares, merchandise, inaci 
sup] or sery Ss ( ul e from any other person, or to 
Foods, Ww: s, merchandise, machinery, supplies, or services or facilities at 
Dp! i n tl im he es, O1 n other wy oO CO 
his busine as an independent inessiman and as he deems best, mw : 
i is expressly p1 aed I sy ed i the erims nd ditions of 
State d othe 1 1 he { ed 
and tl Federal T1 Cor ‘ \ 
1] it or course of ful herein i des, but is ne li 
to. tl tal g of I rea < nv ! Se ctior i 
any person in retaliation as a rs It of sucel erson mducting h uu 
is A I penden 1 ( he cle hi I hie oni’ ) pI ‘ 
} S ] oO the ¢ pire ! W i CTS i 
= ¢ al } n 1i0n ric 
otherwise unlawfu 
Proof of Vi ( of t St p be es shed prima fac 
Ing a iil i to Ca t L¢ e ( 11 iO ( ( thea ¢ rice 
! n, or refusal to sel en a contra se, licer ( 
c] on sons othe ha e eX] sly pre le fo 1 specitied 
conira eS cens { [ral where the sel! heel 0} 
( Pra se engas s I I nt « f rae nm if 2 cts \ 
! in ‘ chine Ly} vices ¢ ra S in tl ion, ¢ 
] { r ty 9 i Nile the threat or ae f ca latio terminn 
( I ] T 1 é 
Ur I ( i é iv We eed | 1 i ou that } } 
hee prin athe U! section, the eVUtt b 
1 ise fT Is made | just CA ! De pon e pe! ) £ 
Viola n ol s n l . il n l he vn I 
ely the tribunal bef \ the p ling t uth 
é n order te mnati the violation 
2. Section 4 of tl n Act l adding at the « 
the se n the foll g jai g 
“Tn any case where equitable relief is granted e plaintiff shall recover f 
the defendant his cost of suit, including a reasonable attorney's fee 
Vhenever the plaintiff n es the court to do so, it shall determine and certif 
Within a reasonable time whether the plaint suit is founded upon a showil 
of probable cause. If it is certified a showing of probable cause has bee 
established, then the plaintiff's cost of and a rea able attorney’s fee sha 





1 


be recoverable from and borne by the United States if the plaintiff does not prev 

in the tinal judgment, except as hereinafter provided; within ten days after the 
entry of any final judgment adverse to a plaintiff whose suit has been certified 
as based on probable cause, the clerk of the court shall so notify the Attorney 
General of the United States. The Attorney General may then move the court 
to deny in whole or in part the recovery by the plaintiff from the United States 
of his cost of suit and an attorney’s fee upon the ground that the plaintiff can bear 
the same without suffering undue hardship. Upon the basis of an affirmative 
showing dy the Attorney General that the plaintiff will not suffer undue hardship, 
the court in its discretion may award or deny in whole or in part a recovery t 
the plaintiff from the United States of the plaintiff's cost of suit and an attor 
ney’s fee.’” 
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[H. R. $395, 84th Cong., 2d sess. ] 


, BILL To amend sections 3 and 4 of the Clayton Act to free those in conmer 
traints of trade and to allow small-business men freedom of choice in 
their respective businesses as independent enterprises 


Re it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That sections 3 and 4 of the Act entitled “An 
Act to supplement existing laws against unlawful restraints and monopolies, and 


r other purposes’, approved October 15, 1914 (35 Stat. 731; 15 U.S. C. sees. 14 
nd 15), are nmended as follows: 
Sec. 1. Section 8 of the Clayton Act is amended to read as follows 
(a) It shall be unlawful for any person engaged in commerce, in the course 
of such commerce, to lease or make a sale or contract for sale of goods, wares 


rechandise, machinery, supplies, or services or facilities, whether patented 
patented, for use, consumptior or resale within the United State or 


ritory thereof, or the District of Columbia, or any insular possession, or 


other place under the jurisdiction of the United States, or fix a price charged 
efor, or discount trom, or rebate upon such price, on the condition, agre 
Ly angement, direct or ind!treet, or course of action, which pre 
purchaser thereof from using or denling, or which operates ] 





ns freedom of choice in using or dealing, in the goods, wares, merchandist 


hinery, Su] plies, or services or facilities of a competitor or « mpetitors ¢ 


lessor or seller, where the effect of such lease, sale, or contract for sale, or 
dition, agreement, understanding, arrangement, or course of actic AY 
prevent or eliminate a substantial amount of competition in any s tion, 
unity, or trading area, or may be to substantially lessen competition or tend 


create a monopoly in any line of commerce, 
b) It shall be unlawful for any person engaged in commerce in the course 


ich commerce to be a party to or assist in the commission of any act in con 
with any sale, or contract to sell, or lease, or license, or franchise, whict 
( ite to hinder, restrict, prevent, or otherwise interfere with the freedom 
hoice of any purchaser, lessee, licensee, or grantee to acquire, deal in, adver 
display, use or resell any goods, wares, merchandise, machinery, supplies or 
or facilities available from any other person, or to sell goods, wi: 
indise, machinery, supplies, or services or facilities at the price and in the 
int or volume he desires, or in any other way to conduct his bu e S 
ndependert businessman and as he deems best, unless such act is expressly 
ded for and specified in the terms and conditions of a sale, or contr: to 
lease, or license, or franchise, or in the laws of the United St ] 
erwise lawful under the antitrust laws of the United States and the I ( 
de Commission Act. 
The act or course of action made unlawful herein includes, but is not 
ted to, the taking of or the threat to take any action or course of action 
st any person tn retaliation as a result of such person conducting ] 


, 


as an independent businessman and as he deems best, subject on 
able laws and to the express terms and conditions of written contra 
eases, licenses or franchises consistent with the provisions of this section and 

not otherwise unlawful. 
Proof of violation of this section may be established prima faci 
reaf to cancel, terminate, or refuse to renew, or the cancellation, terminat 

refusal to sell, or to renew a contract to sell, lease, license, or franchise for 
reasons other than those expressly provided for and specified in the contract 

license, or franchise, where the seller, lessor, licensor, or grantor of 





chise engages in a substantial amount of the trade in the goods, wares, 
erchandise, machinery, supplies, or services or facilities in the section, com 


munity, or trading area to which the threat or act of cancellation, termination 
or refusal to renew applies. 

“‘Upon proof being made in any proceeding under this section that there has 
been a prima facie violation of this section, the burden of rebutting the prima 
facie case thus made by showing justification shall be upon the person charged 
with the violation of this section, and unless justification shall be shown affirma- 
tively the tribunal before which the proceeding is brought is authorized to issue 
an order terminating the violation.’ 

“Sec. 2. Section 4 of the Clayton Act is amended by adding at the end of 
section the following language: 
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olds out to the dealer and the public that the dealer is an independe 
businessman, then in practice the dealer must have all the rights of an 


pel dent busin SsmManh. 


Phe subsection lso provides that the dealer mav establish a ima 
facie case whenever there has been a threat or an aet of cancellation 
terminatio} , OTF refusal! to renew a contract to ell, lea ® 1 I oO! 
franchise, for reasons not expressly provided for and specified in the 
ereement, and where the supplier engages in a substantial amount of 
the trade in the voods In the trading area to which the a threat 
oT canes Het on ipphes 

Chis prov m fora prima facie case is not new to the Clavton Act 
but follows a similar HLON ision 1n section 2 where the burden is upoi 


the seller to rebut the | rima facie established where 
price discriminations between customers. 


It was felt that this prima facie provision was necessary peer 
. l . 7 ’ 


of the almost lt urmountable burden of proof upon dealer when the 


supplier may cancel or refuse to renew on arbitrary grounds. The 
burden therefore is, In effec o. shifted to the supper to lustit a 


1} eo 
ellation or a retusal to renew. But the amendment specifically pro 
le prima facie case does not arise where the threat or act 


of cancellation or refusal to renew is for rea s expresslv provided 
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por 1 the contract, al dl that evel though | prima fac eC CASF IS est 
lished it may be rebutted by a showing of justification of good car 
The qualification that the supplier must be engaged in a substant 
amount of the trade involved is for the purpose of limiting the 1 
of the prima facie proy ision to those cases where a sionificant amount 
of col pet tion is at stake. 
Section 2 of my bill amends section 4 of the Clayton Act in ty 
respects. Furst, it provides that a private litigant, when he is su 


cessful In Obtalning equitable rehiet, shall recover from the defend nt 


his eost of suit and : i reasonable attorney’: fee. The present law, | 
to encourage private antitrust enforcement and to impose a penalty 
antitrust violations, allows the successful plaintiff in an action at lay 
to recover treble his actual ee D0 there 1S. however, ho 


} oe 4° 4¥ : ! } 
Similar encouragement to the plaintifl or penalty pon the defen 
1 


1 . ° ’ ‘ 
when equitable relief is granted pursuant to section 16 of the Clay 


Act. While in an action at law, the pI uintiff may recover threefold 
damages and costs of suit and a reasonable attorney's fee, in an act 

in equity, the plaintiff not only does not recover damages but is ais 
forced to bear his costs of suit and attorney’s fee. Under the present 
law, therefore, there is a great incentive to the plaintifl to ignore 
quests for equitable relief and to concentrate upon the recovery ¢ 
damages. Thus, the ‘air competition is not stopped but often co 
tinues, while in an equity action the fair competition is automatically 


Llowever, both the publie interest and the plaintifl’s interes! 
‘n better served by injunctive relief instead of compensatory dam 
ages. If. for instance, there has been & suppression of con peti tion, 
the public benefits more by a restoration of that competition than by 
pecuniary compensation to an individual for its suppression 

Accordingly, I believe that the amendment allowing the plaintiff 
his costs of nuit and a reasonable attorneys’ fee in equitable actions 
is consistent with and sti ‘enothens the publi Bayi. Vy behind private 
antitrust enforcement as it 1s presently eacenaell 4 section 4 of the 
Clayton Act. 

The second amendment in my bill to section 4 of the Clavton Act is 
undo lialiy more controversi: al. It is, pee based upon — sound 
principle that one of our best and most efficient means of antitrust 
enforcement is private antitrust enforcement. At present, as ever, 
the cost to the plaintiff of such private antitrust enforcement is so 
creat that it has become out of the reach of the ordinary sitinens 
harmed by antitrust violations and can only be undertaken by the 
wealthy and affluent plaintiff. The plaintiff’s cost of suit and attor- 
neys fees in any antitrust action may, and often does, run as high as 
a half million dollars 

It takes, therefore, not only a courageous but a rich man to embark 
upon an antitrust case. The ordinary plaintiff, however, whether 
courageous or not, has no real choice whatsoever. He does not have 
the financial resources to bring his ease to court. 

To bring, therefore, private antitrust enforcement within the reach 
and means of all, my proposed bill amends section 4 of the Clayton 
Act by providing that the plaintiff may at any ie ask the court 
to determine and certify whether his cause of action is or is not based 
upon probable cause. Tf the court does make a finding and certifies 
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1 ft 1 1 
i WIThOUT I] Le oO Whit! wnt, f >} 1 1G Ceiye i (| < 
me i 
’ 
) { » (70 rhment. 
! } 1 1 7 
@)} 1y | Ov." xl bill the eP Cer ( > W ET rre iS 
iot probable cause would be made in p1 titrust suit y 
1 } , 
rt And is, 2 rtThat ) 1 Out i¢ yHNreb le 
ley} ‘YY should 3 
nt Diaineitt iOuld De Givell , ns to p ecu 1] 
. 1 
] » cannot bear the cost him f or if he Lit Del \ ut 
Si 
neu mrdashn 
‘ ‘ ae ; 
} ) i’ 1 ’ > 
{ t ie fosay tuaf the resuiting pub mMiitrust ent 
—_ “Vs 2 . i _* c ] . , 
mM private tigation will be just as cheap, 11 I ‘ aper than 
i > vw. . P +4 - 
resent Government enforcement. for instance nee 1915, the 
1 "Ry j . } ; } ? ! : 11 } oO + 11; 
! Lrade Commission na expended appros nateiyv > nition 
A i ‘ — 


monop ly work. 
the cases filed during this period by the Federe! Trade Commis- 


the Grovernment has lost approximately one-half. In other 


} 


is, the publie has paid $11 million for antimonopoly cases, which, 
ugh based pon probable cause, were nevertheless lest by the 
vernment. At the present time the average cost of handling an 


monopoly case filed by the Department of Justice is approximately 
000. It is difficult to conceive that the average cost under my 
posed amendment to section 4 of private antitrust enforcement 
uid equal this amount. 
There is another important point to be made in connection with this 
proposed amendment to give private parties adequate resources to 
osecute antitrust violations. It is namely that the present proce 
lures and enforcement policies of the Department of Justice and the 
Federal Trade Commission are inadequate to achieve effective and 
permanent relief for the public and for individuals harmed by anti- 
trust violations. For instance, in the petroleum industry complaints 
by gasoline retail dealers of exclusive dealing and discriminatory 
pricing practices on the part of the major oil company suppliers have 
ot only persisted over a period of 15 years but have actually increased 
in volume. 











I think we mu il] candidly admit that certamly in this f 
ernment entorce ent of { titrust lav has been a renal tatlua 
on cases S Ss bet the fault of the Government. For in 
( 1) spring the Federal cde Commission avised oa 
( Ors biut ey ) ( ( i Ware COMlp it | 
( nat Ld is { ( { supreme Court in the »s e 
I t e had de red. su ninations law ful Yi \ 
un nk dual retail operator brought his own action in Conn 
‘ eon sil qaiscriminatoryvy pri ho pra ie Col r se 
Line ere ilk J We mi ‘ therefor Olve the oreuat tr ¢ ou j 
nie to such 7 ie antitrust acti fo} i) { publ 5 | 
- cr] rd 1O C tine (3 VeOrPnment s retusa TQ fT ACTION ax 
ously to enforce the antitrust law 
In other cases. however, the failure of ant ist entoreement ea 
: = ae ee 
et uned ont > PVeprl } tor Justice oOo} md the eajerini | wie (4 
hi yn) Fo nce ( iain ti us the petroieum LUST) 
ahh @Xam pit the G er] ent hied 1 N40 a omp!} Inta upst aii 
major oil companies and their affiliates alleging comprehensive m 
O { practi nad ASK r TO full reliet I COomMmptaln Wa 
I based pon probable eC ¢ mad thie i¢ was nee | I 
\ { . ( surmountiabie pl ybler »y the Government in pr 
eo jitscase. There v no conven n hall, let alone oul ( 
large enough to hold all of the defendants, t eir attornevs, and 
\\ eSSes, As result, tl » (government V rity fo) ed to disi 
ts complaint without, of course, prejudice to bringing individual se 
mentized su Yet even now the Governme! has been unapie 
prepare or t r these necessary suit 
i I 
I think, therefore, that it is clear that the only wav we « 
elfective publ intitrust enforcement and relief in this UeLt) 
cd ] many oth . IS to o'} e To thie thousand tT mdi tun ( 
p ] ants harmed by mot polist pl tices the ab itv, resources, 
encouracvgement necessary to enable them tot le and diligently DYrost \ 
their own private actions. 
In concluding my remarks upon this bill for freedom of che 
trade, it might perhaps be helpful and appropriate to state what th 


bill does not do. 


: a a 5: oe 
It doe not pron Dit exclusive-dealing contracts or arrangements 
! 1 eh 1 } ] 1 
except where thev are already illegal under the present laws. 
ft does not prohivit a supplier from imposing conditions unon t 
° ‘ i 


i ~~ 





business operation oft a dealer handling the suppitlers proauct, 
A > ! 

provides oO} ly that such conditions must be expressty stated in t! 
er ; : 
contract, iease, or Tranchise. 

1 1; t . ; ] 1 

it in no way penalizes a supplier for terminating his reiation | 

VI 
: . 

With h s dealei + 7 ood aus 

I ] +] all oe Co eeres f ’ 

it does not provide either the alti or his attorney a \ rk \ 


° : i 1 4 a } 4 F ee 
ln the recovery of the pP aintifis cost of suit and attorney's fee, fo! 





Suk ha recovery lnay he denied hy the court where the pial itifl \ ld 
not suffer undue hardship. The amendment does, however, prevent 
undue hardship upon the plaintiff when the court has certified that 
his complaint is ba ed upon prol able cause and is therefore | 
pi hlic interest. 

Mr. Speaker, I hope that my bill for freedom of choice in trad 
will net be regarded as partisan in either the economic or polit 
< Bec ise | bh ‘ tf 1s ha ed upon sound DI! iples and 








( Is] hi 2 { ( 
1)e nd ull bus ( i) , 1) { 1 } 
i ’ | ( a | 
ii | Tin \ i ~ ‘ 
{ ON ¢ a i } | ( i ‘ 
i 
\ 
\ ik ' bial Ul 
{ ‘ 
i i Ca i! \ ! ! ( el ) Y) ) 
} ! it t¢ ) ! if | f lec f 
{ r |e lation, because we e nicl , ‘ 
end i Li¢ | } ( I ! 
) ess men, f vil 1 ve t eC i i uy i 
OT 1 ¢) » ( yryarrg Cal VTi all of h Jee t i¢ 
( I! But if sit aveilal ior whatevel ie} On may ( 
i Lil } re] eCO 1 a esn’t realh Ci op 
np] ito do; and it is¢ t is ignored in it ( 
two bills, you will find wl kis a rather ylutionat 
( to tiv poi blem of enfor no the law. 
Wi ive tried to oive to the individual the economic equality 
Ud give him an equal chance against his large suppher. For 
ce. nthe auton tive trace, it isa pretty brave dealer who ec rie 
re your committee voluntarily with the possibility of coercis 
st him or retaliation against lim. We found the same thine 
1 ut tite oi! dealers. 
s¢ iior MONRONEY. We have found that eX dealers come rath 
ly ! Hvitation. ixist he dealers are reluctant to co ‘ 
ereTore we ubpena them: so Thev are coming on the order of { 
d not appearing as voluntary witnesses. 
Vi | that is necessary to get the facts. 
\I ROOSEVELT j thin k that is the situation. Mr. Chairman. mid 


ou would find it is the same in other industries. 
ator Monrongy. Wasn't freedom from. fear one of the great 
iples of the Atlantic Charter that your great father pul forth ¢ 
; 


1 


that, economically, in the maa 


~ 
~ 
- 


Senator MONRONEY. 
siness community today ¢ 
ROOSEVELT. I think we have fear. 


Senator Monroney. We do not have freedom from fear, 1 of th 


eeck ilis 

7 oe ie j ae aie a 

i RoOosEVELI And | aon’t see now we can build iw In tn ! 
he world if we don’t establish it in our own economy. 


Senator Mownroney. The fear is orowlng instead of diminishing 
l the present econon i¢ dominance of JOLNE COrporatlions assun 


porctiol of monopoly in various fields. 


Mir. Rooseveitr. Well, I think it is growing, Mr. Chairman, and with 
erowth of that fear goes, to me, an equally serious trend wh 
] » BB. . ] ] P 4 

e hopelessness of dome anything about it and therefore the de 


0 just give up and become absorbed by a much larger corporatio 


taking away completely the initiative and the opportunity for 
ill business to exist and, as Senator O'Mahoney said this morning, 

t fore vour committee, Sirs | think this is ont ( f the most serous tii 
this whole field, which | hope we can do something to stem and ) 


vainst. 


urn the tide a 
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Mr. Cha rman, particularly 1n this provision we have given the 

a ; 7 : ae : j oe i 
and succor of the Government to the small-business man in establis! 

ae Bee ae oe eee el i erta) a . 
his power to sue and toestablish his rights. I will certainly apprec 
. +] } fc 4 "3914 , 1 1 ‘hair 2 . 
if 1ir the members OT the committee nd you, Mr. ¢ hairman, could o 
u pel hn ps acer on, Vour oO] On al d your suggestion as to how 

, . 4 i | ; 4 | , : . . 

in implement this. J] convinced that unless we find ways a 

; ; f } 4 p ee : nasal a 
means, Noe ¢ ly of Vrlimng a cood iaw but of making it availab e 

} ] y tact ; 9 wan ee : ae } 
th peopie ipposeda to |] tect, we wont reall 20 out and Ni 

ecianwa tical ae = , TF imnnu nnn « 14] member es 
iccomMp iit purpose Wiich i KNOW you and the members or y« 

. 1 
COMM ay ni tee 
‘ 1 t l . } 

Senator Monroney. We appreciate that very much, indeed, and 1 
are grateful > you ior your Lilt st in all of these problems of sm 
re foe ; 6.11 f +} pee Y- sad 
pusiness, hich seem to foilow in most of the major lines, a rath 
} ° . 1 > “* } 
aomMi [ pater! OT reiatio hip not as free and independent pa 
ners but as master to servant That certainly is not the econon 
opportunity that we hota Torin to the rest of the world as existing he 
in Amer} 

Xf ™> , = tk 7 ¢ ? \} } T « 

Nir. INOOSEVELT pha IS quite correct M Chairn an, and 1 ag 

f 3 Seon gn te a } : , a oe 
Vv { oO congratulate y Lm youl ie@adel Ip for MUnAaINnese SOILUtio 
r 4 . } 1 a . 3 1 ‘ - arc li ae 
for these problems, | use as Senator O’Mahoney said again t 

. ‘2 1 . ‘2 ba 1? 
morning, li we Gon have econom! freedom, lit we How econo! 
di LiOl up.ti ro i T2 hn eco?! ] dictatorship to politieal dietator 
= 2 s ; i A 
snipisam nty s roana sv one 
i = « * 
k scocne . A } : Bs ga ~ bs 4. 
Senator Monroney. And it may be later than we think. 

Dm x 

Mr. Roosevetr. Yes; it may 

Oar * >/ anny? 9 > na haale vTtar hara oft 

Penacol Mi NRONEY | appre ate your col no Dal k over here atte 
answering the rolleal] 

RAT» T 4 t ’ »y 1- 

si s,OOSEVELT, | ank you. 

{ i*] otatar wnt ara ac f 1] UT . 

Phe statements area OLLIOWS?:) 
STA ’ ( II 0 J MEMBER OF CONGRESS, NI 
( X Sion ‘rn DD ‘ A 4 \ \ 

‘ C s of tl sah niftee, at the outset, I w 
CO! j I ) if e tte ‘ mu ill - 
he ive d l ZF al e tacts ¢ ie iM eritieal prol ems 1a 
ec lay. TI) ndustr ei tant to the continu 
high-ley pros t t ( t tha he manufacture, distribution 
e ing of aut b 1 y pres } Ss dustry that, witl 
tl >or 4 O maladj ave arisen, Compla 
hay een « neg to ¢ ! n r yolume that, as we ki 

t ly Sc mittee, ! n t! ast 2 year »H Committee on Int 

i eign Co ree 1e@ Antim poly Subcommittee of the Se 
Jud ry Comm e i nt to look into the marketing practices of t 
1U le industry 

Wh sthel ire « f t} se pr ery eV COVE qu te a hr i | fie ine! 
ing deale fra | q as ‘ts of manut urer-dealer relationshiy 
cred terms idvertis ¥ pract!< the pr e of -enlied antomohbile booth 
ging, and pl ( freig Because ma i these are complicated, and it 
n ys easy t \ here the public ii est li this committee has pe 
f ied a nal service by submitting questionnaire to 42,000 automob 
denlers in an eff 7 obt n firsthand ita on ealer Pinion as to the mo 

rucial problem they are facing Within 3 months of sending out the questio 

naire, it obt da response from alii half of these dealers, truly an outstan 
ng record for a completely voluntary questionnaire, and certainly the most con 
plete expression of dealer opinion ever assemble: 

I have fou e committee report based on the returns of this questionnaire a 
most reveali! docur ] hows clearly that the majori of the denlers 
difficulties 1 he traced in large measure to the dominant position of the large 
a bile manufactu n the indu Again and again, the complaint is 

















ried I Lue Malh ¢ use ol mobile booth Sil Lt ‘ 
oO} f automobiles and pressure from the factory to take lore Cars th 
led bv the tranehised dealer It s the n nnufacturer who ha 
cept modeis and styles ill adapted to their mark ] 
sure from the nunufacturer that has led deale oO re 1 
fy ins } 1el re i ‘ ne ind allowal Ou 
uch toi I ad ers! pS thro r} 1e CON try | } i if 
nV Ch = has i | the deale oO pa 1 Trelgnt Vil t ) é 
w vehicles that ore thah the actual Cost OL iit 1 | } 
ing azreement s&s Ly pu oO ( 
ds of the manul ny ( j } 
+ the hy] 
ve it 18 large to nd ot ( y e ! : 
( ‘ S Ol ¢ er ks Lal cal “ l e | 
aeuaiers \ hin to past lew me thi 
! ! S are f cour doing m to! I } 
earlier hea and by the uest I ist mel l 
| e remed legislation on a much mort ! 
have bee llable Just what the 1 y ! 
ild me \ t this point Many leg ve prop ey 
ing cance tion of franchises of d vO se 
ed { rs I I vuiation of ret il cred such ? i 
I WV { w p hil nye < ae ) OL I t ¢ 
i unwanted cars; and a Federal statute ins ng that « { 
dealer ind automobile } ifa rers could be er reed ( 
eC) e fil form legislative a Nh { e, one f ‘ 
: } ( lay fol bile dealer is in a p : . ! } ’ 
| dent on th ictions of the giant mnanutfacturng cor ratl \ 
) ny anv malicious or evil intent to recog! tl | 
‘ nd that it is incumbent upon the Federal ¢ ass 
business men of the country that their li hood 
S f the dominant position of a few fir nh our ¢ i 
reciate the courtesy this committee has affor 
( rts will ult na tangible gain to the smi: uu ( 
il ( sRLES A. BoYLE, MEMBER OF CONGRESS FRO) ! 
District or ILLINOIS 
tam Charles A. Bovite, Congressman fro1 he 121 Distr ( 
( at embet 1 the ommiuittee, mat of t) deaters in \ ! 
11 t great job this committee is doing f: he ( ed ( 
I I am sure that they will long remembe hat has come f 
t of the activities of this committee and of the Judiciary Subeom 
i by the distinguished Senator from Wyoming, Joseph O’ Mahoney 
( last year e have heard much about the auto! | 
spokesm for the automobile dealers lye eW-enr al re ( 
Washington is the National Automobile Dealers Association 
beet ost impressed, as I am sure you have, with the qu 
leadership which the National Automobile Dealers Ass ities 
ed for the Nation’s automobile merchants 
j S96 dealers responded to the quest Lil’ hich this 
ist year. Of these, 644 said that they felt that there is need f 
| study or Federal legislation with regard to automobile dealers’ ] 
f f automobile marketing 
significant, Mr. Chairman I think it makes it clear that we ir 
not stop until we have made sure that the conditions wl 1] ! 
lers to come to us, as individuals and through their national association, can 








enty-three percent of the dealers in my State of Illinois told this commit 
there was a need for congressional study or Federal legislation wi 
Is to automobile dealers’ problems 


he exhortations of the National Automobile Dealers Association and the 


idies by committees of the House and the Senate have produced some ag 
ient results in automobile marketing practices. We have heard and read 
ny changes by leading manufacturers which are certainly going to improv 








iealers throughout the country as reported by NADA, are in the midst of “profit 
As a res 


mad over 


less prosperity.’ 








ult many, many things are happening 


again in these comn ttee hearings 


VW 
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‘ ‘ ! ne CiKS As hese chabges, ] 
i They ire rez ming ( respec - nile} 
\ \ the pub i 
i - pat “] i¢ it ers t ong — whe 
il stake for us ul ne nent” the chal 
f Co Ke I 1 " : vy passing laws to « 
‘ t | re tol al I ce nod | 
thie \ it¢ i erou I é ry 1} Doth ne dadeaier and 
| ed ull econom in 1 ubnder ail jit 
| . ‘ } © ‘ ] \ One ( n righted and 
| L bv i 0,-2 Ld ir any an to consti this legislatiol 
J ‘ mie il conti 
1) hee “ ‘ ¥y that they do not uit governn 
I vant no ¢ e! ent restrictions \t sume time J thir 
dd they nt no coercion or force from their mauufacturers 
in s these d rs want to be free and independent businessmen 
The majority of dea [llinois—H6 out f SO said that booteleg: 
lv det ent thei isinesses When these dealers respond 
to your questionnaire they were expecting you and me to nse t! for 
to cure this practice not for the spri oJ, OF the 5o-year period betwee 
mye nd 1960. but fora time to come, 
ihe permiss egislation before you would give the manufacturers the ¢ 
portul = ! this industry from bootlegging Chis legisliton does 
propose to control but to free big business, if you please, from restrictions whi 
now bind the automobile manufacturers. It would give them the opportunity to 
e further e good faith and good will which they have been telling you 
! rou e press, the American people—the good faith whicl ll rest 
, i wtomobi industry 
‘ ( cle hg fion a) ¢ Wh) ‘ ph 1 , f ©] hit il 1] thie % 
[Ss if cp ed ) ir ques ny ( ed 1 r¢ mihiate 
‘ ISOll ‘ hare ol i ite ! ( mare hi 
i I t 1 Ti¢ Sub le | l i i ore il t h ‘ t ‘ 
é } ie ech a es of the 1) Te 
i iInders Whit Ss belhg prope sed be considers ‘ ~ 
) hn 1 ent isinessman who i ( or 1 le 
i i Wo i effect, as IT undersi 1 uplvy make l it ! 
1 S 1nega ind tha the ul would b ireed from pevi 2 
irranted isleadi harges 
I do tt nk we can eal! the legislation proposed to permit manufactu 
iF t clay in their selling agreement whicl n effec ‘stablishes ar 
I ct nd suies re onsibilities us legislation to establish Government cont 
his legisiat vould remove restrictions LOW pp aced ov Our al 
The National Automobile Dealers Association and the General Motors ¢ l 
are both familiar with the restrictive aspects of our antitrust laws. Both NAI 
and GM went to the Vepuartmeni of Justice to ge the Ju ce ) itu i 
make certain concessions as far as these restrictions were concerned on 
subject of bootlegging and I am told that the Justice Department d, “No I 
estrictions must remain,” 
ihe } sed idea of passing a law which would give 1} deat i da 
ourt if the were misunderstanding between the deule1 nd the vif u 
cre el 
Surely iis is not asking for Government control. It is asking, as I feel, f 
Government p ction of the small, independent businessmayz 
\\ n Congress have no business in contract writing. Iam sure that this co 
tee of en taining nor are the dealers asking Congress to e contrac 
\ ( seller and the miaker but, we all know ther are grol ] rili¢ 
n pe i out and these rules must be mude to law 
f my State of Illinois have been cle; ( expressing th 
( ) s committes I can assure you that we have no prospe1 i 
! . sperity for every American The dealers i [iting like th 


hich you have 


lich are mo 
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now you will not cease your work until they are corrected 1 
| for every economie climate and for whomever is in the driver’s seat 
troit 
hank you. 

Senator Monroney. We have one denler witness we would like 
rs Mr. W.C. Blount, of Hinesville, (aa. 

Step forward. 

Mr. Blount, will you state your name, please ¢ 

Mr. Brountr. W. C. Blount. 

senator MOoONRONEY. You have ho objection to being swor? 

}/ 

Mr. Broun. No, sir. 

Senator MonrRON}! ie you solemnly swear to tell the truth at 
ng but the truth, so help you God ? 
. By OUNT. { clo. 


Senator Monroney. Thank you very much for eiving us the advai 
oft vour testimony In this case. We are glad to have you appear 
Ver. Busby. our counsel. 


Mir. Busspy. Mr. Chatrman, I would lke to say that this witne 
der subpena; that he has some very valuable testimony I thought 
ommiittee would require regarding the finance Situation Mm t | 
obile business, anc we have brought Mir. Blount 1}) here iro) 
ville, Ga., for the committee's consideration 

Senator MOoONRONEY. ine. You mayery proceed in your own WV LY 

Mir. Buounr. Thank you very much, Mr. Chairmay 


TESTIMONY OF W. C. BLOUNT, HINESVILLE, GA. 


Mr. Brountr. Mr. Chairman and gentlemen of the committee, 
W. C. Blount, a Chevrolet-Oldsmobile dealer from Hu i 
ind I un here mn response to your subpena. 

| started in the automobile bu Ness in 1929 as a retail sale 

nall (reo la town by the namye | emb rol [O. ¥ here | remaihe 


ti] 1937. From 1929 to 1933 |] et . and from 1933 to 1936 
| (Chevrolets. 
i then went to Savannah, Ga. 4 here I sold Fords fol the Geore 
Motor Co, until 1939 when L was employed by the J. C. Lewis Motor 
o., another Ford dealer, where I remained until 1942. 


\t that time I felt it my duty to get into defense work, so I we 
lo ‘ul shipyard and presented i vselt and cui tO nV au omol 
truck experience | was put 1h) charge of D ntenanee oft eg 


. ? 
d securing of rental trucks 
\fter the war | purchased a few trucks and did some contract 
Liter the wal purchased a few trucks and did some contra 
ne and IT also became a used-car dealer in Savannah, Ga... unt 


ie when | became al franchised deal : for Chevrolet cll 
(trucks. L put in $20,000 and borrowed $15,000 on a build 
hh \ as later paid off. I secured the Oldsmob iranchise in f 
as in a small country town 10 miles aati ol Sav: | 


of Hinesville, Ga. Things went alone fairly well for 


I 
any for several years considering the small allotment of 


i received. 


It Was recommenced hy (senera] Moto t] il all deal I's hal 
Ldequate space Lie “equipment to erve | ’ ) | VE 
he cars to, This | did. | attribute a oreat deal or m\ wece- 
eing able to give service. To do this, 1 plowed all the money | 
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could make back into the dealership in the form of buildings a: 
equipment and as a result of this, I have never had a great amount 
of surplus cash; however, I paid my bills and lived out of the busi: 
without too much difficulty. 

Then in the past 2 years our local economy has been seriously affected | 
by drought. About that time the larger automobile dealers started t] 
practice of charging $199 or less as a downpayment on new cars. At 
that time I made a check with the finance companies to find out h 
a dealer could sell on those terms, whereupon I learned that certa 
dealers were selling their paper to the finance companies nonrecou) 

I have tried unsuccessfully since that time to get nonrecourse fina 
ing and have been repeatedly told that small country dealers could 1 
have terms of that nature. As a result, the business started drift 
toward the larger dealers. I could not sell a late-model used ear { 
$400 or $500 down when the papers were full of such ads as I h 
here. I wish to show you some of them, if I may. 

Here is one that Says, “Look, drive it away, only $199 down fo 
fabulous new °56 Pontiac.” 

Here is one that says, “If you have got $69.50 a month, then, Brothe: 
you have what it takes to drive out a 1956 Buick.” 

Senator Monronry. Now, these are from the larger city dealer 
is that correct 4 

Mr. Buount. Yes, sir: all of these. 

Here is one that says, “Buy a fabulous °56 Pontiac during the mont 
of March. Pay the price of the car only. Add the extras you w 
at 1 cent each,” and it goes on to list hydramatic and heaters, rad 
and power steering and power brakes. 

Senator Monroney. Hydramatic for a cent ? 

Mr. Biount. One penny. 

Senator Monronry. And power brakes. 

Mr. Biounr. One penny. 

Senator Monroney. What were the others for a penny? 

Mr. Brountr. Pushbutton radio, underseat heater, hydramat 
pushbutton radio, $90.25, only 1 cent: underseat heater, $89.25, 1 ce1 
hydramatic, $188.30, 1 cent; two-tone, $25, 1 cent; white-wall ti 
$36.50. 1 cent: power steerino, $107.50, 1 cent: power brakes, $37. 
1 cent; vour choice of 1 or all extras listed. Only 1 car per c 
tomer. You pay 7 cents for $574.95 worth of extras, up to 36 mont 
to pay. 

Then it gives the name of the dealer 

Nowhere does it mention the price of the automobile. 

Senator Monroney. It has a neat little thousand-dollar package 
there probably to take care of the $574 worth of 1-cent extras. 

Mr. Brount. That is what we believe. 

Senator Monroney. Did you shop that place or have anybod) 
shop it? 

Mr. Brounr. No, sir. 

Senator Monronery. This isa franchised dealer, isn’t it? It appears 
to be. 

Mr. Brount. Yes, sir: Pontiac and Cadillac. 

All of these are franchised dealers. 

Here is one: 


Early spring specials, guaranteed by the famous Chevrolet OK, $150 dow 
30 months to pay. 
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Of course this is on used cars, 

1954 Chevrolet for $1,195. 

You can readily see that $150 would be much less than the third that 

Lam required to have when Isell them. _ a 

Senator Monronry. Now, do GMAC and the other nationwide 

nance companies operate in your area ¢ 

Mr. Biount. Yes, sir. 

Senator Monroney. Do you sell your paper to them customarily? 

Mr. Brount. Yes, sir. 

Senator Monroney. What is your nearest big city ? 

Mr. Brountr. Savannah, Ga. 

Senator Monronrey. Now, you believe that Savannah, Ga., new 
dealers can nonrecourse their paper to these same national finance 
panies ¢ 

Mr. Birount. Yes, sir. 

Senator Monronrey. They can do that, how many miles away ‘ 

Mr. Birount. Forty miles. 

Senator Monronry. And it is probably as stable a community as 
will find in the average part of Georgia ? 

Mr. Birounr. Yes, sir, in the average part of Georgia. 

Senator Monroney. But you are given no nonrecourse 4 
Mr. Brountr. That is true. 

Senator Monronry. You have no opportunity to nonrecourse your 

per ¢ 

\r. Brount. That is true, very true. 

Senator Monroney. It is a very interesting bit of testimony which 
verifies the things I have found. In some places it is on a statewide 
basis. I have found in the South, that while New Orleans may have 
acceptance of nonrecourse paper, out in the country it is spotted, 

in an interview with a representative of one of the major na- 

| finance companies, he said he couldn’t explain it; that was just 

, policy. 

One dealer advised me that he thought it was competition; that 
re the national finance companies had local bank competition, 
y met the competition on nonrecourse or recourse paper, an 1 on 

terest rates, but where they were the only source of automobile 
incing, they could write their own terms. 

Mr. Brount. I would like to state that when I asked why the small 
ilers couldn’t have nonrecourse paper, I was told that we didn’t 
ve sufficient volume; that was one reason. 

Senator Monronry. What has that to do with the value of the 
paper? I would think with the greater amount of volume you might 

|| you would be apt to get that many more bad apples. 

Mr. Broun. That is true. 

Senator Monroney. Some of these 36 months to pay and $99.50 


Det F.ad\ 


down, and different types of deals like that wouldn’t build up too 
much backlog of security behind that auto paper. 

Mr. Brounr. I was also told that the other reason was because the 
finance companies didn’t have an office in my town. We have several 
other ads we will submit. 

(The ads are as follows:) 


yw 
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CARLY 
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(ERCIAL APPEAL, MEMPHIS, SATURDAY MORNING, MAR( 


Avtos for Sale —59| Autos for Sate —59| Autes for Sale —S9 A 


TAKE ALL 
= “SALE” * 


1956 
. CHRYSLERS 
PLYMOUTHS 
WILL BE SOLD 
Thursday - Friday - Saturday 


REGARDLESS OF PROFIT 


Heres How .. 


And Here's Why ... 


Dick Moore 


YOUR NEW CHRYSLER-PLYMOUTH DEALER 
1107 UNION OPEN NITES PHONE BR 2-162 
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SRCIAL APPEAL, MEMPHIS, FRIDAY MORNING, MARCH 


Autos for Saw —59|Autos for Sale 7 ___— 59 Autos for Sate —5$ 


16 
1955 MODEL 


PONTIACS | 


860s— 870s—Star Chiets 


pane aad k Down: ea bisidbiens 


DOWN eae 
Low am >] 5 () 
MO van ea SO} LY.< SHO’ 
Terao Sin Tax Can No. 


DOUTHIT: SANCHEZ | 


World's Largest Pontiac Dealer 








| 3264 SUMMER 33-7766 | 
01 ‘UNION BR 5-1261 | 
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THE COMM) 


__——89| Antes for Sein —89| Aates ter Scie — 


1956 
~“MERCURY'S 


$300,000 Worth---Wide Selection 
| Of Colors and Body Styles 


a eS ee 
| 3 DAYS SALE 3 DAYS 
YOUTELLUS 


We Will Try & Trade 


YOUR WAY 


We must sell 50 cars — any reasonable 
deal considered. 
IF YOU CAN'T COME IN CALL FOR A TELEPHONE 
APPRAISAL OR WE WILL SEND A SALESMAN OUT 


| WE TRADE 
a 


‘Corbitt Motor Co. 


217 UNION JA 6-4155 | 


ooo = —— Se 


=o aS] = 


Antes for Saie 
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Super Holiday 2nded ( tor e V-8 4 yr, R&H 
whitewall tires. Real sharp ( e. Clean 
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w! . tires 
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$79.50 DOWN 
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Payments Low As $6.50 
or me 49 FORD V-8 2-Door $195 
$395 52 FORD V-8 2-Door .. $545 
2-Door $395 19 FORD V-8 2-Door.. .$3% 
Cpe. $595 1 FORD Custom 8 $495 
$295 10 MERCURY 4-Door ..$495 
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NO FIXED 


DOWN PAYMENT 


Tell Us What You Can Pay 


' "1100/MILES— ONE-OWNER 
'S6 PLYMOUTH _. SAVE $1000 


V-8 Belvedere 4-door, yellow and ivor finish. radio and 
heater, w.w. tires, tutone upholstery. new throughout, aute 
matic push-button powerflite transmission 


55 OLDS:.. $2295 

88’’ Holiday seda Has 

qd hea w.w « H 

i 1 rear “seat spea 

love cora and sea 2 
low r age ke new 


56 FORD .......$2395 | '53 CADILLAC . .$2195 


Victoria hardtop, beautiful *62"" Special 4-door, air-cor 
oyster white. has radio, heat- ditioned, green and vory 
er, Fordomatic drive, backup finish, has radio and heate 
ghts, whitewall tires, the w Ww tires new nsida and 
works. Driven less than 3.000 ou pius matching seat cov 
miles. It's ist ain new ers 
New car gusrantee 
New car guara 5° CHEVROLET $1895 
cc HICK 9996 > WV! y 7 
55 BUICK ... ¥£272 | Two-door V- & hardtop, 11,000 
tury hardtop green and actual es. 2-tone pair t plus 
has radio and heater radio. heater and w w. tires 
Dvynaflow, w.w tires, low and sowern! Je transmissior 
mileage, owner's name on It's absolutely brand-new in 
request every wa 
c cry AXOL 
5 | IRD . 5 C4 RIICK iste 
Fairlane 4-dr. This is a V-8 ov 2 
model, equipped with Fordo Super Riviera hardtop, has 
atic ual o, heater. ww radio, heater, Dvnaflow, ma 
tires safety belt padded jestic white and blue, plus 
lash, lovely coral green with | power brakes and windows 
white top. It's tops in every w.w. tires, matching interior 
way ' a clean car 


MANY MORE TO CHOOSE FROM 


— sini aaasnech - 
Selection of '46 thru '52 Models 
RANGING IN PRICE $100 to $600 

AS LOW AS $50 DOWN 


We Finance These Ourselves 
NOTES $5 TO $10 


C.B. Smith Motor Co. 


2586 POPLAR OPEN NITES TILL 9 P.M. 34-5557 


leases eeieoenne aetna 
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Astes for Sele —59 AstesferSele | —69| Autos for Sole ss 


LOOK 


| DRIVE IT AWAY 


| On! 9 50 Cash 
| my Down ile 





| Surely YOUR PRESENT CAR IS WORTH $99.50 


First Regular Payment 
| Not Due Til April 15 


81995 


| Buys A Fabulous 205 H.P. 


'56 PONTIAC 


| & PASSENGER SEDAN 

‘ 
183 Cars To Choose From—Alll Serviced 
| And Ready To Go 


| '56 PONTIACS DRIVEN LESS 
| THAN 50 MILES CARRY OUR 
| FAMOUS 30,000 MILE GUAR- 


| ANTEE ABSOLUTELY FREE. 
This WHICH INCLUDES 30 FREE 
OIL CHANGES AND 30 FREE 

FREE —_LUBRICATIONS. 


Douthit- Sanchez he 


n Avenue’s Only—World's Largest—Pontiac Dealer 


| Te lephone BR 2- nit lOl! Union Open Nites 
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YOU GOT $69.50 
A MONTH? 


Then, brother, you've got what 
it takes to Drive out in a 


1956 BUICK 


FROM JOE SCHAEFFER'S 


WeE Need Late Model Used Cars Now 
And Will Pay T lo Get Them 


t. | Olds |Merc. | Ford | Chev. | Buick | P 
$1000 | $1000 $1000 $1000 | $1000! $1100'$ 9 
$1150) $1200! $!.150 | $1150 $1150 ; $1250 ' $i 
¢ $1300 $1300 $1250 $1250 | $1350: $1 

~ VW ~V~ ¥ iv Z£~\ . ~ » 
$!550 ) $1550 | $1500! $1400 | $1375 | $1550! $17 
$!850 $1900 ' $1800! $!700! $1600 $1950 | $145¢ 
y SUL Dz 300 $2000 $1 851 $1 801 $245¢ $ 5 0 


| 


We Are Paying the Above Prices— 
And Then Some—In Trade-In Value on the 


BEST BUICK YET! 


Than SO Miiee 


BLUFE CITY BUICK CO 


33 Years With Buick in Memphis 


' 739 Union Open Nights JA 5-537 


633 
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LOOK 
DRIVE IT AWAY 


Cash 
nny 99 Down fonts 


Surely YOUR PRESENT CAR IS WORTH $99.50 | 
First Regular Payment | 
Not Due Til April 15 | 


1995 


Buys A Fabulous 205 H.P. 


56 PONTIAC 


6 PASSENGER SEDAN 


183 Cars To Choose From—Alll Serviced 
And Ready To Go 


'56 PONTIACS DRIVEN LESS 
THAN 50 MILES CARRY OUR | 
FAMOUS 30,000 MILE GUAR. | 


: ANTEE ABSOLUTELY FREE. 
This WHICH INCLUDES 30 FREE 
3 OIL CHANGES AND 30FREE 

FREE —LUBRICATIONS. 
Dowie: Sanchez Od 
nion Avenue's Only—World's Largest—Pontiac Dealer 


elephone BR 2-345! 1011 Union Open Nites | 








~~ 
wt 
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Buy A Fabulous 
56 Pontiac 


DURING THE MONTH 
OF MARCH e e e 


PAY THE PRICE OF 
THE CAR ONLY --ADD 

THE EXTRAS YOU §& 

WANT AT e « e 


CENT 
Each 



















Push-button Radio... .$ 90.25 -.01 
Underseat Heater ...$ 89.25 -.01 
Hydramatic $188.30 = .01 
2 Tone . $ 25.00 -.01 
Whitewall Tires .....$ 36.50 -.01 
Power Steering .....$107.50-.01 
Power Brakes ... $ 27.65 =.01 


YOUR CHOICE e ONE, OR } 
ALL EXTRAS LISTED 
e ONLY 1 CAR PER CUSTOMER 






YOU PAY 7 CENTS FOR 
$574-95 WORTH OF EXTRAS 
~ 





up 


to 


Backus-Loner, in 
2 Cadillac Pontiac 
501 Montgomery 
Phone 6-0216 ¢@ Open ‘til 9 
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Mr. Biounr. As a result of this, I was forced to loosen up on credit 
and increase volume to be in the running. As a result of the above 
conditions, my contingent liability with the finance company prac- 
tically doubled in about a year’s time. I have asked several times to 
be relieved from the liability under conditions set forth in my finance 
company’s manual, and instead of being relieved I have been asked to 
personally guarantee my corporations’ liability. 

_ Senator Monroney. In other words, you endorse it as a corpora 
tion ? 

Mr. Biounrt. Yes, sir. 

Senator Monronry. Then you must take personal liability beyond 
the corporation liability and the security of the car. 

Mr. Buount. That is right. 

Senator Monroney. For any other losses that occur. 

Mr. Biount. Yes, sir. 

Senator Monroney. It is amazing. 

Mr. Biounr. In automobile language, it is rough, sir. I have to 
give both a personal and corporation guaranty which I feel is encum- 
ering everything I own or hope to own. 

With your permission, I would like to show you the provisions I 
sought to invoke in the new manual which I received on February 7 
of this year. This, for the record, sir, is my GMAC Manual for ex- 
clusive use of dealers in automobiles of General Motors makes and 
accessories. Jam reading from page 33: 


RELEASE FROM LIABILITY PLAN 


Where a dealer elects to have his responsibility on repossessions limited to 
the amount of reserve established, the following plan is available. Dealers will 
have the privilege of giving GMC 90 days’ written notice that they desire to be 
relieved of all responsibility on their retail contracts outstanding on the date 
notice is effective. Such release will be afforded by GMAC provided dealers 
have to their credit with GMAC reserves equal to 3 percent of outstanding, and 
the amount thereof is assigned and released to GMAC. 

Thus the dealer’s responsibility on such outstandings will continue on the 
same basis as heretofore for 90 days after the receipt of notice. Thereafter 
GMAC assumes full responsibility for liquidation of those accounts outstanding 
on the date of notification. Any surplus or deficit in reserves released by 
the dealer will be absorbed by GMAC upon final liquidation. The release pro- 
vided for dealers under this plan will not be applicable to 1-payment contracts 
with terms of more than 3 months nor to 2-payment contracts where the first 
maturity is beyond 3 months. 

Upon application, GMAC will enter into agreement with the principal owner 
of a dealership, that in the event of his death the dealership will be relieved 
of responsibility on the liquidation of retail outstandings and any surplus of 
reserve upon liquidation will be paid to his estate. 

At this time, when I asked to be relieved under this plan, my reserve 
was 6 percent of my outstanding liability. 

Senator Monroney. Ordinarily it is about 3? 

Mr. Biount. They ask only for 3. 

Senator Monronry. And when you asked to be relieved, what was 
their reason for refusing ? 

Mr. Buount. I couldn’t get any exact reason, sir, except what I 
stated: that they said those terms were just not available for small 
dealers with the volume that we had. 

Senator Monroney. Did you get that in writing in any way ? 

Mr. Buount. No, sir; I don’t have that in writing. 





I 
i 
i 
| 
| 








AUTOMOBILE MARKETING PRACTICES 637 


Senator Monroney. In other words, we have two classes of people: 
first-class citizens, or those who live in metropolises and buy from 
volume car dealers. ‘Their credit, because they buy from volume car 
dealers, or live in large cities, is good enough so that these giant finance 
companies operating on a nationwide basis can afford to take that 
paper nonrecourse ¢ 

Mr. Broun. That is true. 

Senator Monroney. But all of the citizens living out in the great 
area of America, if your case be similar to other cases I have found 
in the South, are second-class citizens without their credit being 
checked—without any investigation of their credit- worthiness—be- 
cause they live outside of a metropolitan area, in a rural section, they 
are not worthy of the trust that the finance company could impose 
by accepting nonrecourse paper. Is that a true st: itement # 

Mr. Biounr. That is true; yes. On February 7 of this year, I 
received a new manual from GMAC similar to the previous one, but 
with certain changes, which I would like to read into the record. I 
will eliminate a part of it and start where it says, on page 33: 

a dealer may elect to limit his responsibility on retail contracts covering certain 
model year cars which are repossessed to the amount of the reserve established. 

GMAC offers an agreement to be executed by the dealer for that purpose, 
providing substantially as follows: The dealer cannot exercise this option until 
the amount of reserve held for him by GMAC is equal to an agreed percentage 
of the aggregate unpaid balances under retail contracts outstanding. When a 
required reserve is established, the dealer may at any time give GMAC written 
notice that on any repossessions made thereafter it is to sell such cars for him 
at his expense at the best price deemed by GMAC to be obtainable. The net 
proceeds of such sales will be applied to the amount the dealer owes GMAC 
with respect to the retail contracts. 

In the event the proceeds are insufficient, GMAC will charge the amount of 
the deficiency to the dealer’s reserve. If the reserve to his credit is insuffi- 
cient, the dealer will be relieved of his responsibility to that extent. If and 
when the dealer gives GMAC notification of this election, settlement of the 
dealer's reserve account will be made annually, commencing 1 year thereafter, 
instead of periodically. 

Senator Monronry. Now what was the difference in the dates of 
those two plans? 

Mr. Brount. The difference in the dates, sir? 

Senator Monroney. Yes. 

Mr. Buounr. I received this in the early part of 1955, the first one. 
The latter one was as of February 7 

Senator Monroney. Was that such percentage as GMAC would 
determine ? 

Mr. Burount. Yes. 

Senator Monronry. So they can set one percentage for the large 
cities and the large dealers, and another percentage for the country 
dealers ? 

Mr. Biount. There is no limitation on it the way I interpret it for 
the small dealer. 

Senator Monroney. So you are still the victim and it could be 20 
percent or 30 percent reserves, if they would choose to do it? 

Mr. Biount. That is very true. 

Senator Monronry. You had a 6 percent and it still was not high 
enough, although that is double the ordinary reserve required in the 
big cities? 
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Mr. Buountv. Yes, sir. 


Senator Monroney. Thank you. 
Now before you leave this business of your corporation’s liability, 
which no mally would be expected on recourse to be sufficient. GM A( 
asked you for personal endorsement also; is that correct 

Mr. Buounr. [I submit this as evidence, sir. If you would like for 
me to read it. a will, or I ean put it in the record, 

Senator Monronry. What is it? 

Mr. Biounr. It isa personal continuing guaranty. 

menator MONRONEY. Lh other words, your corporation is wort 


$75,000 or $100,000: isn’t it 
Mr. Birounr. Yes, sir. 
Senator MoNRroNey But that would not be enough guaral 


tee, In addition to the reserves that were already established ot ¢ 
pereent of the outstand ng, you had to have additional security ro! 
GMAC and you had to put up your furniture, your home, and pro} 
erty that you owl ed unrelated to the automobile business perhaps a 
further guarantee. 
Mr. Buounr. That is 
senator \MIONRON} x. 


right: yes. 
And at the same time the 3-vear terms wer 
being encouraged by the GMAC using your money, your reserves, and 
now your corporation guaranty ot seventy thousand to a hundred 
thousand dollars, plus your property that you might have or hold in 
your wife’s name: is that correct 4 

Mr. Brount. Yes; this this is binding on my heirs and so forth and 
the benefits and obligations hereof shall extend to and bind the heirs, adminis 
trators, successors, and assigns of the respective parties hereto. This guaranty 
and the performance thereunder shall be construed and determined according 
to the law of the State of New York. 


I live in Georgia and I asked for the interpretation of this in New 
York and I couldn't oet that either. 

Senator Monroney. Would you have to defend a lability case in 
the State of New York then? 

Mr. Biounr. That is my interpretation of it, that I would have to 
defend it against New York law. I have talked with a number of 
small dealers, and it seems to be the same with the majority of them. 
We feel that unless we have a break, it is urgent that some limitation 
such as regulation W be placed on automobile financing. I have sey 
eral letters here from fellow dealers in my area. May I read them, 
“ I / 

The first one is from my neighbor dealer in my hometown, the 
Hinesville Ford Co., Mareh 5, 1956. It Says: 


DEAR Mr. Brountr: With reference to our recent dealers meeting, IT have dis 
cussed our retail financing with our sales manager. We have recently had our 
finance reserve reduced 5 percent. This, along with the nonrecourse paper sold 
by lnrger dealers, puts us in a disadvantageous position. We are also losing deals 
to the larger dealers that do not require one-third down. This not only affects 
our new unit sales, but also affects used units. Under the present plan we are 
at a disadvantage compared to the large dealers. We have also been asked to 
personally guarantee our finance contracts, 


I have another letter here dated March 5—— 
Senator Monronry. Now is he a corporation ? 
Mr. Brount. Yes. 
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Senator MONRONEY. ‘The corporatiol ‘s linbility hot ehoueh If 


ome and everything else goes to Guarantee past as well as future 
ontracts, Is that not correct 
Mr. Buounr. That is true, ves, sit 

Senator Monronery. When was this new tvpe of guaranty require: 
this change of policy ¢ 

Mr. Buountr. That was presented to me on February (sir. 

Senator Monroney. I would like to have this printed in full in the 
ecord. L think it would be very illuminating. 

(The document referred to is as follows:) 


/ 


GUARANTY 


Date 19) 


(‘ity Stite 
n consideration of General Motors Acceptance Corporation, hereinafter led 
e “Corporation”, hereafter extending credit at any tiine and to any extent t 
hereinafter called the “Dealer”, or to anyone 
request or for the benefit of said Dealer, through issuing, drawing, accepting 


rsing, discounting, purchasing or acquiring any drafts, note, acceptance, | 
exchange, letter of credit, or other instrument or obligation, for the ac 
n behalf of said Dealer or hereafter refraining to any extent from enforcing 


rights under any contract or arrangement entered into by said Dealer, 
ther good and valuable consideration, the undersigned agreed, to hold 





poratic harmless from, and does hereby unconditionally at all times g 

ee the performance and payment at maturity of e: and all drafts, notes 
neces, bills of exchange, letters of credit, negotiable instruments, ; 

% ents and other obligations between the Denler and the Corporat on, hei 


e or hereafter issued, drawn, accepted, executed, entered into, endorsed 

nted, purchased, or acquired, by the Corporation, for the account or in the 

ehalf of said Dealer, including all costs, expenses, and attorney's fees, heretofore 

hereafter incurred by said Corporation in connection with the default of said 
Dealer. 


This is a contract of continuing guaranty and, until cancelled as hereinafte 
vided, shall not be limited to any amount, and shall at all times inelude the 


byt ly 


debtedness of the said Dealer to the said Corporation 
The liability of the undersigned for any unpaid balance shall not be affect 


any indulgence, compromise, settlement, extension of credit, or variation 


ms, affected by or with the Dealer or any other person interested, nor by 
failure to file, record, or register any trust receipt, security document, or othe 


ustrument executed by said Dealer, nor by the amount of Dealer’s obligations 
tstanding at any one time, nor by payments previously made by the Dealer o: 
e undersigned, nor shall it be necessary for the Corporation to procure the 
onsent of the undersigned or give any notice in reference thereto. 

The undersigned hereby does expressly waive and dispense with notice of 


e, horvice 


ceptance of this guaranty, notices of nonpayment and nonperformat 
of amount of indebtedness outstanding at any time, protests, demands, snd 


cution of collection, foreclosure, and possessory remedies 

he obligation of all parties signing this guaranty, where more than one, shal 
be joint and several 

The benefits and obligations hereof shall extend to and bind the hei 
idministrators, successors, and assigns of the respective parties here 

This guaranty and the performance thereunder shall be construed and dé 
terminated according to the law of the State of New York 
Witness Guarantor L.S 
Address Address 
Witnes Guarantor L.S 
Addre \ddress : 
Witness Guaranto) Ls 


Address Address 


State of 
‘ ity of 


(5458 56 pt. 1 {2 
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On this day of _.._.--.. 19__.., before me personally car 
and appeared —_- . “ oe is ‘ ee 
to me known and known to me to be (one of) the person(s) described in and 
who executed this instrument and acknowledged that (t)he(y) executed the 
Same aus guarantor(s). 

Notary Public in and for 
County 

Accepted 

GENERAL MOTORS ACCEPTANCE CORPORATION 

Ly : 2 ie i — 

Mr. Biounv. I have a letter from Kennedy Chevrolet, Reidsville, 
Ga. Ii says: 

DEAR CLAYTON: AS we were discussing our business the other day in Jackso 
ville, what I think has gotteu our new- and used-car business in the conditior 
it is in, is the way the large dealers are advertising new cars; some of the 
dealers adveitise the new car with a down payment of $195 and $58 per month 
not mentioning any balloon note on the last payment, and even if I wanted to 
sell One on this basis, the finance company would not handle the contract for me 
heir requirements are one-third down and my dealership guaranty, before thi 
will handle a contract for us 

{ don't blame the customer for not wanting to pay me $500 or S600 down on 
1955 model when they can buy a 1956 for one-third the amount I have to require 


down on a 1955 model 1 believe that if all the dealers were to get together 

nd agree on a practical basis ourselves and ask the finance companies to treat 
the small dealers as well as the large dealers the same, it will save a disaster 
for all we small dealers. Give this some thought and see if we can Save ou 


Yours very truly, 
KENNEDY CHEVROLET COMPANY, IN¢ 
By J. C. KENNEDY. 


Senator Monroney. You don’t know whether he was required to 
ion this personal liability as well 2 

Mr. Buountr. No, sir. I don’t know. On that I have one here from 
the Bryan Motor Co., dated March 3, 1956. It says: 


Dear Mr. Blount: We here in Bryan County are located in a section of the 
State of Georgia in which income is limited and we are compelled to be very 


mich | 
careful in the sale of cars and trucks. Pembroke is only 35 miles from Savan 
nah and the prospective purchasers every day see and hear the advertisement of 
the Savannah dealers offering for sale new cars with a downpayment of approx 
imately 10 percent with 30 to 36 months in which to pay the balance. We here 
in the rural area cannot get transactions of this nature financed without re 
course, while the dealers in the metropolitan areas are able to do so. Under this 
setup it is easier for a purchaser to handle the financing of a new car than it 
is for a used car. We in the country must try to get at least a third down on 
used cars, as Well as on the new cars, 

It is my opinion that in many cases the advertisements are misleading when 
including all prospective purchasers, as the dealers in the metropolitan areas 
are able to select those with a superior credit rating to extend credit as adver- 
tised. Those having a substandard credit rating are handled by some other 
method. Both advertising and credit-financing procedures should be investi 
gated and that a uniform system for financing be followed in both the country 
and in the city. 

Very truly yours, 
N. L. Ham. 


Senator Monroney. In other words, what he is saying is: A good 
credit risk, whether he lives in a country seat or a metropolis, is a good 
credit risk. And you shouldn’t have terms requiring one-third down 
from a good credit risk in a small town, when you would sell to a poor 
credit risk ina large town for 10 percent down. 
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Mr. Broun. That is very true. One real problem of the small-town 
ler is that he is not allowed by the factory to compete fairly with the 
ty dealer advertisingwise. In my case we have a weekly newspaper 
‘Hinesville in which I advertise. I am not allowed to advertise in 
e daily papers of Savannah 40 miles away, vet the dealers of Savan 
h reach my customers every day with their advertising in the Sav: 
| paper, 
bras just adds to the difficulty in competing with then I have 84 
sessions for the year L955, deals that were approved = the finance 
‘ane and pure hased by them that I was forced to re purchase and 
I] at a huge loss. Today some of these same people are riding in 
rs sold by some other dealer for nothing or prac ically nothing 


Senator Monronry. And probably financed by the same finance 
mpany. 

Vir. Brountr. Could be, 

Since October 1955, I have purchased $33.483 worth of paper on 
nossessed ears. On these cars | have lost about 87.000. ‘This does 
it take into account the cost of reconditioning them. 

Senator Monronry. Now that loss would be only the loss between 
hat was Aoi st the paper and what you sold the car for: is that 

rect ° 

Mr. Brount. That is true. 

Senator Monronery. But vour cost of reconditioning 

Vir. Broun. Would be ad led to that. 

Senator Monroney. And you have to pay a commission to your sales 

. It costs you something to do business. your rental charge and 
our utilities and all of that. So that 1s not ineluded in that S7.000 
ss, That would be in addition to it and your actual loss was perhaps 

ist double that. 

Mr. Buounr. Yes, sir. 

As of now I owe the finance company $25,604 on cars which have 

t been returned. The majority of them are late models which [ will 
be forced to wholesale due to the fact that I will not be able to cet 
S300 or $400 down when new ears are selling for so little down. So 

Mr. Chairman, ! have not m¢ ntioned some of the other conditions. 

Senator Monroney. Let’s clear that up. You owe the finance com 
pany 825,604 on cars which have just been returned. That means 
epossessions. 

Mr. Bhounr. Yes, sir. 

Senator Monroney. So you have to take out that much paner and 
av them $25,000, or sell the car and then remit to them the full 
imount. 

Mr. Brotnr. That is right, make up the deficiency. So far, Mr. 
Chairman, I have not mentioned some of the other condit ons which 
ire plagueing me and the dealers in my area, 

Bootlegging is doing usa lot of harm. Iam able to buy a bootlegged 
automobile which has been trucked from Detroit, for less than I am 
able to get it through normal channels from my own factory. I be 
lieve that bootlegging should be stopped, and anything th: at this com 
mittee can do to stop it will certainly help thousands of us affected 
by it. 
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Senator Monroney. Tell us about buving this bootleg@ed car fi 
Detroit for less I know the phantom freieht works in there 
vour cdisad 

Mr. Buounr. Yes, sir. 
enantor Mae NRONEY. What is the freioht On VOUr Car from Deitro 

Mr. Brountr. On the newly adjusted freight, it averages 

Senator Monronery. The old freight. 

Mr. Birounr. Around $135. 

Senator Monroney. If you buy that car from a bootlegger out « 
Detroit and even had it trucked in, instead of driven, how mu 


Vabhtage. 


~ 


cheaper will that be? 

Mr. Brounr. The dealers buying from the bootleggers tell me they 
ire buy Ing the ears for aj prox mately S40 to $50 Jess than I am hay 
Ing to pay from Chevrolet 

Senator Monronry. In other words, bee a franchised dealer put 
you ata S50 disady inftage over the bottlegver with the same ¢ 
trucked in _— new and on the lot a 

Mr. Biou»x That 1s very true. I also think that the charging Ol 
a phantom freieht ought to be stopped, and that the reinstatement of a 
pr VIS ION in our fr" Lhe hise asslonine areas of S ales and services respo} 
sibility would improve not only our position, but would put us in a 
position to better serve the public. If we do not receive relief 
these areas, we are faced with real difficulty in being able to stay i 
business. 

I do hope that vou and the other Members of ¢ ‘ongress, as a result 
of the many months that you have spent investigating this subject. 


will s olve us some re hie f in the immedi: ate future. 


Thank you, sir. 
Senator Monroney. Thank you very much, Mr. Blount, for tl 


informative testimony. 
Would vou say that both General Motors and General ! nes A 


ceptance Corp. ever urged you to take on any risks to build 1 


sales of cars in your area / 


Mr. Brounr. Well, I would like to put it hke this: When my profit 
started dropping as & result of people going to the larger towns to 
buy, it was sueeested by the finance companies and the field repre 
entatives of (reneral Motors that I might be able to offset that by 
increasing my volume and branching out and selling to service peopl 
t Camp Stewart, which is near my town. 

That has been one of the reasons that | have had a lot of reposses 
SIONS. They have cost me a lot. 

Senator Monronry. In other words, they wanted you to take o1 
more questionable risks in order to build General Motors volume, but 
then the vVwan ted vo utosign away your furniture or your home as the 
eredit responsibilt ty for those ve ry accounts they were ureine you 
totakeon? 

ir. Buountr. Yes. sir. T would like to say that in looking around 
for other fin: ince companies I have found that that ts the practice now 
with all of the major finance companies when it comes to financing 


the small dealers. 
tlen tiave a nemer bond that ¥ aw have team the. aati 
also have a paper here that you may have from the Commercial 
Credit Corp., which is their form of guaranty. 
Senator Monroney. That is the personal guaranty beyond the 


eorporation and the mortgage of the car ¢ 
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Vir. WLOUNT. Yes, sir. 
The matter referred to is as follows:) 


FOLLOWING GUARANTY AND WAIVER IS To BE SIGNED By INDIVIDUALS 
iercial Credit Corporation 


ntlemen: 

In consideration of, and in order to induce you to purchase or otherwise acquire 

tes, drafts, acceptances, leases, trust receipts, conditional sale contracts, chattel 

ages, accounts receivable, or other obligations or choses in action, herein 

ed “Instruments,” bearing the signature as maker, endorser, guarantor, ac 
r, assignor, or in any other capacity of —-- 





(Name 
herein called “Dealer,” the undersigned an 
(Address) 
of them do jointly and severally guarantee to vou and to your associates 
ated, and subsidiary companies, the full, faithful, and prompt performance, 
ent, and discharge by Dealer of any and all such Instruments and/or 
reements of Dealer with you now in force or hereafter made In the event 
any default by Dealer in the payment or performance of any Instruments 
vreements with you, the undersigned shall be and become bound to ful 
werform, and discharge the same in the same manner and as fully as thoug! 
indersigned had originally executed such Instruments or agreements with 


»VoU 

Notice of acceptance of this Guaranty and all other notices to which under 
ed may be entitled by law are hereby waived. Presentment, protest, and 
ind, and notice of protest and demand of any and all Instruments or agree 


hereby waived Any rights to extension, composition, or otherwise 

the Bankruptey Act or any amendments thereof, or under any state or 

her federal statute are hereby waived. You may, without the consent of the 

dersigned and without giving notice thereof to the undersigned, compound 

ipromise, and adjust any claim against the Dealer or the purchaser named in 

Instrument, or grant any indulgences whatsoever to them or to either of them, 

it affecting the obligations of the undersigned. The undersigned will pay 

i perform the obligations hereunder, upon demand, without requiring any 

ceedings to ve taken against Dealer or the purchaser named in any Instrument 

inv claim against undersigned hereunder is referred to an attorney for col 

then undersigned shall pay 15% of the amount thereof as an attorney's 
unable fee 

The undersigned, or any of them, may terminate this Guaranty as to future 

sactions by written notice delivered to you, but such termination shall 

fect obligations, contingent or absolute, existing or incurred prior to the 

of receipt of such notice, nor affect the continuing obligations hereunder 

wh of the others hereof who shall not have given such notice of termination 


his Guaranty shall be binding upon the heirs, personal representatives, suc 
essors, and assigns of each of the undersigned, and the benefits thereof shall 


extend to and include your successors and assigns, and shall also inure to the 
enefit of any of your associated, affiliated, and subsidiary companies whicl 
iy enter into any agreements with Dealer or acquire any such Instruments 
reliance upon the guaranty of the undersigned as herein contained The 
h of any of the undersigned shall not release his estate from any liability 
hereunder, and shall not relieve the others of the undersigned from liability and 
ntinuing obligation hereunder. 
In witness whereof, the undersigned have hereunto set their hands and seal 
day of ,19 
Signatures must be as individuals—not as company officials) 


Witness Bah sei ‘ LS 
(Individual Signature, Home Address) 

Witness LS 
(Individual Signature, Home Address) 

Witness L.S 
(Individual Signature, Home Addre ) 

. I 
\ccepted the day of , 19 


COMMERCIAL CREDIT CORPORATION 
By ; 
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Senator Monroney. In other words, you finally stand the brunt 
this competitive race to get the brass ring every month. It 1s yo 
money. 

Mr. Biount. That is true. 

Senator Monronry. How about your contingent lability on 
paper’ What does it amount to’ ITlas it increased ¢ 

Mr. Biounr. As stated, my contingent liability in the past y 
practically doubled. As of now I believe I have approximat 
$480,000 outstanding with the finance company; that is, conting: 
liability, and my reserve with the finance company at this time 
$29. 861.59. 

Senator MoNroNnrEy. So you are shy about $470.000 of reserves 
cover the contingent liability that you are on, and your home a 
everything that ee have in this world is tied up beyond that ? 

Mr. Buounr. Ye 

Senator concert y. You probably don’t have that much net worth 

Mr. Biounr. No, sir. 

Senator Monroney. If it should go sour. 

Mr. Buount. No, sir. 

Senator MoONRONEY. So you could be held on that contingent liabil 
ity, not only for that which you have, but for your future earnings t 
further liquidate any contingent Hability that you have. 

Mr. Buounr. That is my interpretation, sir. 

Senator Monronry. And you have made repeated efforts to get o 
nonrecourse basis with General Motors Acceptance Corp 

Mr. Buount. That is correct. 

Senator Monronery. And each time you have been denied that 

Mr. Buounr. That is correct. 

Senator Monroney. And the answer that this nice plan of 195: 
and February 1956 has given, has been to hand you a piece of papet 
to sign for additional personal liabi ility and i sibility, rather 
than less, w h the program ostensibly is sup posed to h: andle: i is that 
true é 

Mr. Burounr. That is true. I would like to say one other thing 
That, as a result of having all of these repossessed automobiles to sell. 
I had to curtail the seHing of new cars because I was not able to trade 
in the older automobiles. And as a result of that, I have lost money 
both January and February, which I did not do last year. 

Senator Monroney. When you take back a new model car, then 
you must sell that to get clear with the finance company. So you 
really knock outa sale for anew car, do you not / 

Mr. Biounr. Yes. 

Senator Monroney. In other words, you have to sell the same cat 
2 or 3 times to get the profit on 1 car’s sale ¢ 

Mr. Biounr. That is true. 

Mr. Chairman, I would like to introduce this quotation from ‘Tom 
Hewitt Auto Auction Co., in Valdosta, Ga., which is 135 miles from 
me, where most of the dealers in that section take their used cars 
when they become overstocked. I will give you some prices here. 

(The material referred to is as follows: ) 
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Here is a 1956 Buick—4-door, radio. automatie transmission 
s2.260. IT don’t know what a Buick costs a dealer, but I am sure that 
this is less, because it is less than what the cheapest Oldsmobile cost 


Here isa 1956 Cadillac 

Senator Monroney. Are those new cars or used cars? 

Mr. Brounr. New. $4,350. Cadillac. of course, is bringing the | 
price at auction markets, and I think the reason for that is that 
Cadillac has controlled their production and they have not overpro 
duced in that division. One thing : would like to point out is the price 
on 1955 models, and the reason for it, in my belief. 

Here is a 1955 Belaire Chey oe 2-door sedan, radio, white walls 
extra clean, $1,400, Here is another 1955 Belaire, clean, ‘able and 
another 1955 Belaire with a heater and overdrive for $1,235 

Senator Monroney. Those are new cars or bootleg cars ? 

\Ir. Biot NT. ‘These are used ears, sir. 

Senator Monronry. They are not leftover models that hadn’t vet 
been sold ? | : 

Mr. Brountr. No, sir. The reason I want to show this is to show 

[ will probably have to take for these 1955’s that [ have on hand 
1¢ possessed how about DO percent of what they sold for hew. 

Senator Monroney. That would be about 50 percent of what they 
were sold for ? 

Mr. Buounr. Originally sold for, new. 

Senator Monroney. Then you would have a considerable loss on a 

ir. 1f it is sold on 30 months, which they are pushing for 36 months, 
if you had to repossess any of those cars today on which you have a 
contingent liability of $470,000 ? 

Mr. Birount. Yes, definitely. 

Senator Monronry. Then the continued competitive race and the 
es ing dow n of the price of used cars creates a greater danger of hav- 
ng to absorb more and more losses on the repossessions. It also chews 


up am reserve fund and later on your corporation lability and then 

your personal liability; is that not correct ? 

Mr. Buounr. That is very true. 

Senator Monronry~ So it is self-accelerating to put the dealer in 
‘ater and greater jeopardy of his life’s savings ? 

Me] SLOUNT. It cert: ainly is. This $100 down and $200 down has 

not only affected the dealer, it has affected the property that each and 

every individual has, as far as automobile transportation is concerned. 
It runs the value down on them. 

Senator Monroney. I think the dealers are just beginning to realize 
the importance that this contingent liability plays in their life’s sav 
ings. Many of them didn’t think the security would ever go down. 
But it does, when you have prices on your 1955 cars which would be 
the ns ilue of the car in rel: itionship to the amount owed by the buyer. 
If thi an chose to throw that car back on you and save $500 of his 
ee di ebt and take on the slightly used car from the auction lot, then 
it could lead to a very rapid abs orption of not only the reserves, but 
ilso the corporate met oe rsonal liability on the loss on re possessions. 


Mr. Biount. Yes, s 
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Another thing that is happen Oo is that lots of people bought 1995 
«lels, whose payments are, I will say, from $80 to S100 per mont 
It they eet | month behind, they Can skip the next month and take 
those 4 payments anc go DUY themselves a brandnew car and ave the 

old one back. 

Senator MONRONEY. You mentioned that in Jay ary 1955 you were 
being pressed to take on more credit risks—sell more to servicemen, 

hose eredit risks had not proven to be as eood as the established 
residents of that area. Woasn’t that about the time that Chevrolet had 
all of the dealers register every Cal they had im their possession and 
the salesmen’s cars and even cars on the floor ? 

Mr. Buounr. That was suggested in the latter part of 1954. 

Senator Monroney. This was January 1955, wasn’t it? 

Mr. Broun. I will say this. They have always urged us to see 
hat all ears are properly registered. The only time that I was ever 
approached on registering cars I had on hand was in December 1954. 

Senator Monroney. This was January 1955, during that hot com 
petitive race, and about the time that they went to 30 months’ time. 

Mr. BLount. That is the time the terms were extended which I] 
don’t agree with. I think we should have 50 percent down on new 
ars. 

Senator Monronry. You say t doubled your liability. You went 
from $250,000 to a half-million doll ars in contingent liability just to 

elp Chevrolet catch the brass ring for those few months ¢ 

Mr. Brounr. That is true, sir. 

Senator Monronry. Did you have any other documentation you 
wished to put in the record ? 

Mr. Birounr. No. sir: I believe that concludes it. 

Senator Monroney. Thank you very much, Mr. Blount, for this 
very helpful testimony. 

Mr. Broun. I certainly appreciate the opportunity. 

Senator Monroney. I think in the light of what you told us, and 
what we are hearing from other de: alers, that our study will have to 
encompass a study of current prac tices not only in automobile market 
ing but in automobile finance ing, because the two are definitely linked 
together. The terms today p lay as much a part in selling the car as 
does the price. 

Mr. Burounr. That is true. I thank you for the opportunity of 
appearing | before you, and I want to congratulate you and your entire 
committee for the good work you are doing. I aim sure something 

1ust come out of it. 

Senator Monroney. Thank you very much. 

You are excused trom further applic ation of the subpe na. 

Mr. Buounr. Thank you. 

Senator Monroney. Are there any other witnesses to be heard ? 

[f not, the committee will stand in recess until tomorrow at 10 
o'clock at room 457 of the Senate Office Building, at which time Mr. 
Harlow Curtice. president of General Motors, will be our principal 
witness, 

The session is recessed. 

( Whereupon, at 1:45 p. ni.. the subcommittee recessed, to reconvene 
hn room 457, Senate Office Building, at 10 a. m., Thursday, March 8, 
1956. ) 
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STATEMENT OF HON. ALLEN J. ELLENDER, UNITED STATES 
SENATOR FROM THE STATE OF LOUISIANA 


Senator E Lie NDER. I want to thank the chairman, Senator Mon 
roney, and the members of this subcommittee for permitting me to 
file this statement. 

The independent automobile dealers of Louisiana are deeply con 
cerned about the future of their businesses. I am sure you gentlemen 
are familiar with the primary causes of these worries, and the testi 
mony which you have heard so far, and which you will receive during 
the course of these hearings, will certainly point up and emphasize 
these causes. 

‘he problems of automobile bootlegging, phantom freight, unreal 
istic and highly discriminatory manufacture-dealer contract provi- 
sions, and the inability of dealers to bargain at true “arms’ length” 
with their manufacturers, have all combined to bring hardship oot 
unfair discrimination upon the automobile dealers of my State, and of 
the entire Nation. 

From the dealers I have spoken with—and who have written me 
it definitely appears that unless these and similar evils are rectified, the 
future of these truly grassroots businessmen is dark indeed. Unless 
existing practices are abolished, I fear that we shall soon find that there 
is no such thing as an independent dealer. 

Automobile retailing will be in the hands of factory agents and boot- 
leg “automobile wholesalers.” 

My frank opinion is that it would be infinitely better for all con- 
cerned to settle present differences and rectify any existing evils with- 
out the necessity for legislation. However, if in the subcommittee’s 
judgment legislation is required, then I most respectfully urge you to 
vive sober consideration to measures which will bring order out of the 

resent chaos which confronts our independent automobile dealers. 

The problem is not a simple one, but it is serious. From the past 
record of this subcommittee, I feel sure that the solution you gentlemen 
offer will be a reasonable, realistic one, which will do equity to all 
parties concerned. 


STATEMENT OF HON. GEORGE A. SMATHERS, UNITED STATES 
SENATOR FROM THE STATE OF FLORIDA 


Senator Smatuers. Mr. Chairman and gentlemen of the committee. 
[ appreciate the opportunity you have accorded me to speak on behalf 
of a great number of my good friends and constituents in the State 
of Florida who are most anxious—as I am—that your subcommittee 
take action which will remove grave difficulties they are now exper!- 
encing in their daily business operations. 

I speak, of course, of the hundreds of franchised new car and truck 
dealers in my State who now are seeking our help. Tsay “now seek- 
ing our help” because I know these dealers to be independent thinkers 
and hard-driving businessmen who, in their efforts to resolve their 
problems, would turn to Congress only as a last resort—when all other 
efforts such as conferences and direct appeals to those in authority 
within the industry have not been productive. 

In following closely the activities of the dealers in my State over a 
period of several years I know that through their local, State, and 
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onal associations they have advocated—in fact insisted upon 
council table approach to solving industry problems. Such efforts 

im told, have not provided necessary solutions or answer 

At this point, I would like to say in all fairness to these asda 

en, they do not advocate or seek Government regulation of the 

tomobile business—at any level—production or distribution. I 

terpret their requests of this subcommittee and the Congress to 

ean simply that they wish to be permitted to operate their own 
sinesses free from any arbitrary controls. 

This to me is a reasonable request from men whose economic fu- 

res—and in some measure the welfare of their conimunittes—-seem 

depe nd upon such freedom. 

The re port of your subcommittee (dated Jam ary 19. 1956) indicates 

it almost 300 ‘franchised dealers located in Florida answered your 

stionnaire. Of this number over 70 percent felt that a congres- 
nal study of Federal legislation was necessary if their problems 
ere to be resolved. 

In this connection, Mr. Chairman, your subcommittee is to be con 
cratulated upon the statesman-like manner in which these hearings 
‘ being conducted, and the thoroughness with which you are col 

ng the facts and seeking the answers to the problems called to 
ur con by the dealers. 

1 behalf of the franchised dealers in my State, I hope you will 
o one step further and favorably consider legislation which will 
irantee removal of these inequities. I have noticed that some of 
manufacturers are promising reforms in business methods and 
inges in the dealers’ selling agreements—all of which are designed 
iinprove the dealers’ position. However, while most dealers in my 
State are exceedingly happy that major changes have been made or 
scheduled in the near future, some are apprehensive that such 
gains, if not cemented by congressional action, might be lost should 
hanges in factory executive personnel take place or business condi- 
ions change. 

When dealers in Florida have written to me or talked with me about 

usiness conditions-—particularly during the past 2 years—they in- 

its bly comment bitterly upon the growth in my State of the ’ actice 

f new-car bootlegging. This has become a serious problem—in fact, 

cca the actual existence of many of our well- cotaiblished and 
retputable franchised dealers. 

One of our local dealers commented not too long ago that bootleg- 
ving has become so bad in his town that he no longer felt that a fran 
hise was worth while. I’m sure he refiected ie views of a great 

umber of dealers throughout Florida and the Nation. This situ- 
ition must be corrected. 

The results of your survey disclosed that about 80 percent of the 
lealers answering the questionnaire felt that bootlegging was seriously 
detrimental to their business, and over 70 percent favored corrective 
egislation. Such legislation is already in the works. 

At this time there is pending before our full Committee on Inter- 

ate and Foreign Commerce, S. 2929, which provides one method for 

wkias bootlegging. Similar legislation—H. R. 2688—is_ pending 
the House. I hope that your subcommittee will study this legis- 
lation very carefully in the light of the voluminous testimony and 
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evidence you have collected in an effort to correct. the bootleg S10) 
whic h oper ates to the detriment of the buy Inge public. 

I) 1 us Ine thie bor tlevreing problem with de alers, they tel] Nn 
hat one of the principal contributing factors in the whole pieti 
Is tlre practice iollowed by SOTNe manutacturers of charging whit 
referred to as phantom freight. This subject has received serior 
Sti Ly by your subcommittee. 

As a result, some manufacturers have already made some adju 
ments in their transportation charges. As you know, transportatio 
charges are relative ly higher in Florida than in many other area 
of the country. Fo this reason, dealers in Florida who are compelle 

pay high freight ch: irges which include many dollars of phantor 
or phony fre igh t find themselves at a distinct competitive disadvar 
tage with sellers of bootleg cars who do not have to pay such charge 
This is grossly unfair, and I hope that you will be able to provid 

| permanent solution to this proble m. Eight out of every ten deale1 
in Flori la who have responded to your survey favored the elimina 
tion of phantom freioht. In support of these dealers and their na 
tional spokesmen, I urge favorable consideration of legislation whic} 
will accomplish this result. We must not condone the continuation of 


practices which perpetuate frauds on the purchasers of new automo- 
biles. 

Much has been said before your subcommittee concerning the Inequ 
table relationship created by the sales agreement or franchise unde 
which a dealer operates his business. This document has been de 
scribed as a psychological club held over a dealer’s head by his factory 

hich makes possible abuses which contribute to an unhealthy bus: 
ness atmosphere. 

Dealers have pointed out many unfair conditions and requirements 
which make the sales agreement a one-sided document which does not 
afford to the dealer adequate protection of his equities. 

Attorneys who have reviewed the legal decisions wherein dealers 
have attempted to enforce what they felt were their leg al nohts say 
that present agreements do not atlord dealers any real protection, 
even though there have been oby ious breaches of eood faith, or cleat 
abuses of equal rights. 

Legal technicalities have precluded aggrieved dealers from obtair 
ing redress for wrongs committed. This should not be. 

We as the lawmakers of the land must see to it that all citizens have 
their day in court. Dealers are asking us to see that they have such 
a remedy. Ido not believe that is asking too much, and IT hope that 
you subcommittee will do what is necessary to clear up this situation. 

At least one of the major manufacturers has indicated that recent 


revisions in his selling agreements with his dealers will give an ag 
orieved dealer his day 11) court. | believe if is our responsibility. 
Mr. Chairman, to be doubly sure that such is the case and that all 
manufacturers make similar selling agreement revisions. 

Moreover, if tf present laws do not udequi itely protect any ¢ itizen or 


group of businessmen in their daily business relationship with one 


another, then we must give serious consideration to changing those 


laws. 
Mr. Chairman, I know that vou 


and your committee are doing an 
excellent and conscientious job in helping to solve the evils which 


AUTOMOBILE MARKETING PRACTICES 65 





tonly adversely alfect the automobile dealers, but also the consuming 
blice. which is in the final analysis the ultimate loser. 
Thank you for permitting me to appear before your committee wit 


ect LO this problem ot vital WN port ince TO Us iu | 


STATEMENT BY HON. EDWARD J. THYE, UNITED STATES SENATOR 
FROM THE STATE OF MINNESOTA 


eee r ; ; i oy yg : ; : 7 
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i\ to appear before t bs COnmwuIttee OlL a Nn {tel Hy tan ( 
: cas | os ave 
ine concern Within the automobile industry. 
| } ] ‘ t ’ \ } ] ] . 1] uae | 
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{ | 4 : > ] 
rnin OF the Senate Sinall busine €C onnnittee., Phe Urol 
{ {* j } ; ] } : 1 : .— a , 
nittees of the Ilouse and Senate have revenled the equitie 
1 . 
ent in the sale and distribution of new and used automobil 
. LVVL pode (I ththere ponse \ hich vou Wocomimittee rece (| 
, ¢ ! | j | ! j 
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I ani confident that this commiutt I" lating er 
i the weston pales al rite) ent \ ( 1 a ( 
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ecomimenal approp ife remedies 
e pnroviel OT DOOTIeEVeIhe ana })! ibtom rely \ Ler t 
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{ ! frequent h tetters ] | Ve Trecery { ro} ‘ ! CN) ‘ 
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see ho 4 | uion Tor elthe praet ist 
} 
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STATEMENT OF HON. MILTON R. YOUNG, UNITED STATES SENATO 
FROM THE STATE OF NORTH DAKOTA 


Senator Younc. TI believe that I am quite familar with the au 


mobile business. My father and two of my brothers were automob 
dealers in a small North Dakota town for more than 30 years. 

In past years, particularly during the thirties, I witnessed—as d 
nearly every else—the bankruptey of a large percentage of o 
automobile dealers. This, I believe, was brought about largely 

. ? ? ss 1 a 2 i 
unw @e and rurihle }) icles Of the big automobile manuracturers 
Certa practi l vy being followed by Many big automob) 


manufacturers will break even more thousands of our most reputab!] 


deal rs, 1 permitted to continue. Automobile dealers are among o1 
leading and most respected citizens. They have huge investments « 


whic they pay I: rove SUMS 1N taxes. They need and are entitled to 
prote ‘tion from the unfair pra tices engaged in, or under the contre: 
f, many of our large a2utol 1ol ile manufacture rs; 

As I see it, automobile dealers need protection in at least thr 
respects through Federal legislation. 


First, the dealer must be afforded some protection against the prac 
tice of bootlegen a, Not only does the dealer need this protectio 
but so does the consumer. Our traditional method of « han neling 
cars from the factory to the consumer—the franchised dealer—is in 
grave danger because of this unfair practice. The public cannot 
aiford to lose the type of service, thi eenuine « ‘oMipe tition, and thi 


} 
il 
1 
I 


otner qa aler consume E relationships which are a part t of this me screen 


Bootlegging 1s perhaps the biggest danger es sently confront 
this system. TI 1e advantages the bootlegeer has of low overhead, poor 
service provisions, and extremely liberal cuieda of financing hi 
sal he ( nd indeed are forcing the honest dealer out of 


Qu te often the very dealer who loses a sale to a bootlegeer is re 
ine to service “ya sale he lo lie This only adds to his miseries. 
rm) ] } ] es lf : ° . ° 

Phe dealei hims lf has little or no defense to this sort of unethical 


attack. Ii largely in the power of the automobile manufacturer 
to curd Sr Mink S pl tl { 

Si ( oe and the consuming public must b 
protected fro: il of } yhantom freight. It would seem that the 
ell nination ot hi fict v1 er ch: urge would deal a severe blow to the 


booth zee r. Since he is fed large ly Recess the Detroit area, the elimina 
{101 l of 1 ; ] antom fre} oht ( hs ur@es would destrov one of the advan 
tages he has over the ethical dealer. 

He could not longer pick up a new car in the Detroit area, trans 
port it to some distant point, and still have the freight advantage 
over the franchised dealer. In addition, these phanton freight charges 
are in neansn) a hidden profit accrumg to the manufacturer. These 
added charges are passed on to the consuming public. 

The increased cost is very often financed for as much as 3 years, 
often by the manufacturer himself. This multiplies the harmful 
effect on the consumer. 

It would seem that some means could be devised and I think it 
must—which would require the dealer to pay only the actual cost 
of transporting a new car from the factory. It is necessary to protect 
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franchised dealer from unfair competition, and to protect the 


onsuming public from unjust charges. 


Finally. somethi & Must be done to strengthen the SeCurivy of the 
ealer’s franchise. The frantic strugele to be No. 1 in sale has 
used the manufacturer to lose sight of his obligations to the man 


o has been his partner in making the automotive industry the No. 1 
dustry in America. 


The threat of franchise caneellation has been used by automobile 
panies to force dealers into takine more new cal than good 
ines practices would dictate. In addition it has eau ed miany 
ery e ethical d alers to eet rid of their surplus cars to bootlegvers. 


e 
I rmly beheve that the automobile d 


enter fas the rioht to be assure 
his franchise wil! be continue s long as lye UO; races Jn WUSsI) 
il dl mahher. Ile CaHnbo Ly expected to perale in why other 
i i . 
The shoddy treatinent he is receiving from the manufa 
Yr Vi 1] Venu: Ly drive hin oul ¢ bis hess, Or Cauls hi 1 to yOIN 
WKS OF the unethical denler. 
If the American public is to continue to enjoy the tvpe of service 
traditionally received from the automobile industry through 
il 1 hised dent ry st Pps must be inken Lo o1ve him the prover 
‘ds. | have always deplored leoislation aus a menns of curing tl e 
isting In any certain industry. It is much better to permit the 
iry itself to prit its own house in order. Levislation shot 


ut a last resort. 


: | { Bs i ; : | , ! 
[fowever, in the automotive field, I feel the pont has been reacned 


rhe a tomobile manufacturer, nw hose power rests the means to cor 
or at least to mitigate, the evils which I have suggest Md. has indi 

| quite convincingly that he is reluctant to do so. Ils reluctance 
but one alternative. It is my cons dered Opinion that Federal 


ation 1S Mperative. 


STATEMENT OF HON. FRANK A. BARRETT, UNITED STATES SENATOR 
FROM THE STATE OF WYOMING 


Senator Barrerr. Mr. Chairman, I appreciate the opportunity to 


t a brief statement to the subcommittee on the attitude of au 
dealers a Wyoming Wi) h respect to problen wit! 
] iobile indu cry. 
[am not in the automobile business, but Tam an ardent | hever 
Nation’s doctrine of free enterprise. In talking with the ea 
ers in m\ State, J know they are not inter ted in any Fede 
trols which would deprive them of the fullest and freest exercise 
f their legitimate business operations, 
In December I met with a number of automobile dealers in my State 
They represented the major manufacturers and a wide seement of the 
r deale rshipsin Wyoming. I found them to be verv much coneerned 
hout the diffies Ities which confront them anc other clealers 
Wvyoming and over the Nation. 
lfowever, they were not looking for the Governnient to step in and 
set up controls. They are in search of something that would protect 
em from unwise policies that may be forced upon them without their 


onsent or approval. 
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F | | COMMNeHEL Tlie ibcommilttee fo. its nvutomobile market 
tudy which was based on a tabulation of replies to 40,0 
‘ | il ent ‘) fewiel througvnoiut the cou try. i note {| 
ui j} the SO \\’ VoiIning dienlers who ‘h1)s erect th » questhon nal 
rate tine felt there was a need for at lve raliol 
bn aad on | note that 62 of these dealers favor the elimination « 
called phantom. rat mda like number approve of le@islati 
lO y¥ mManutaclurers to ca eel the franchises of dealers who s« 
il ) WhoriZzeqd pe ) POV ie 
forty-six of these dealers felt this uld curtail bootlegeime of ne 
rht b oted also 1 il 3 dealers favored a return to t 
1 or territol UriIT\ 
i oe) that the manufacturers and dealers a 
kK o fe] ~ «) eIr ow] ecount to niprove the situation. lor t} 
( i feel \ iould be careful to avoid any hastily conceive 
rislatio Let us take such action as will safeguard the inter 
small cepena t businessmen to msure that he will have 
fair chance to protect investment and to keep intact his means 


STATEMENT OF HON. TORBERT H. MACDONALD, A REPRESENTA 
TIVE IN CONGRESS FROM THE EIGHTH DISTRICT OF THE STATE 
OF MASSACHUSETTS 


Mir. Macponaup. Mr. ( i mid 3 tbers of the committee, I 

Pp t D} vy of app e» before this subcon 

{ Ot é beet frat wa | ( ) ( rit e © Oriitte QO 
rey ti ‘ nob le} Uinel 

\ e members of Subcommittee KNOW, itomol le dealers are 
t | fore com ees Of both ELouses, seeking various legislati 

ut » problelius e ou heir relation with automobile 

i L¢ i | tomobi! business 1s so Mportant to th 

i fg speritv. to it ) ' ‘ nic ( . one nied <oupdness 
both 1 ry and d r, that some way must be found to solve these 

i ( tt 
{ ( j ( dis itt ) i | at tne Tu 


| 
in. and Senator Stor ey, the present distinguished occupant of 


, Cal of the Automobile Marketi oO Subcommittee, for 


Mr. Chaimnan, vou and the members of your subcommittee are to 


Dwnended io} he vast amount of information that you secured 
1 } 1 i} 1° 
@C Tlif , wrings were scheduled, on ati phases of automobile 
yo 
as 
For ex ted a hiprehet questionnaire, whicl 
ta 1 ie Gdeatel ul ove} e COULLLTY. 
‘ 
( ered el the largest respons vr had, lam 
' 
' \ i i a) ‘ } l COURLI 
OUid . and .7ratelltt f Ch f you tor iWiak om thi CUdYV. (4 
, 1 “2. . 
or 1 tu Ss The o ere public. For 
i) ile} \\ @) PlfoOmMiob l¢ hiarketine sii lk to the low that 
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Phe public, as well as the small, independent businessman, has very 
ttle protection, except that pros ided by Congress. One thing which 
early appears is that the oreat majority of franchised automobile 
ealers blame most of their troubles on manufacture pressure to buy 


anted merchandise. 

| was very much impressed with the complaint made by dealers that 
irge automobile manufacturing conipanies were forcing them to buy 
larger number of cars than they wanted to buy: that in order to 
‘tain their dealer's agency or their dealer’s contractual relationship 
th the automobile manufacturing companies, many of them were 
orced to purchase cars Whether there was any public demand for 
em or not. 

Phe result was that many were put ina very bad financial position. 
| hey feel that the large manufacturing colmpahies were foreing 
o do something which was unethical and unfair. 

1 want to say al this pont that I think something ought to be done 
th reference to these bio automobile manufacturers who engage 
practices that are unethical and unfair to automobile dealers, and 


i 


them 


which, if dealers do not purchase the required number of cars, the 
L cles are taken from them. I want this subcommittee to know 
uf join with other members of Congress in condemning that prac 


| } 
i 


Chis cramming down the throats of the dealers an unreasonab 
ta of automobiles and trueks is driy Ine those dealers to the wall. 
[am sure that the members of this subcommittee are well aware 


the fact that if there were not an overproduction of automobiles 
ought about by the bitter competition beween manufacurers, dealer 


Ic hot be forced tO resort to the unethical, ridiculous, and fan 

¢ blitz advertising that is sweeping the country, and which has 

iiged the retailing of automobiles from a dignified, respected, and 

hate DUSslness, into il honky tonk carnival type of operation 

s race for leaders hip al cl the resulting overproduction, is bad for 
oth the dealer and in the long run for the buying publie. 


| feel that we must try to have these automobile manufacturers eur 


| production to the extent that each dealer be required to accept 
nty as Inany cars or trucks as can be handled profitably by him. We 
ust stop this forcing. 1yy ditferent methods, of dealers to handle cars 
they do not really Wanht. 

it isimy contention that the dealers should be given all they want, but 
o more. FT think it is only fair to say that the dealer should have 
rotection with regard to cancellation of contracts by the manufac 

rer. As it isnow, the manufacturer holds both ends of the string. 

it seems to me that the selling agreement between the manutacturer 
nd the dealer should be written so the manufacturer could not cancel 
out or refuse to renew the selling nvreement on the sole basis that the 
dealer is not selling enough cars to satisfy the manufacturer's ideas of 

hat number should be sold. 

Mir. Chairman, we have some very large automobile agencies in 
Massachusetts—members of the National Automobile Dealers’ Associ 
ttion—who have found that bootlegging, aided and abetted by the 
manufacturers, is ruining their industry. 

If permi tedl to continue, there is no question that it will drive these 
lealer agencies out of business. Corrective legislation is needed if we 
are going to save the orderly processes of doing business 1h this Nut it I. 


73438—56—pt. 1—_—-43 
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W hat we need to do is enact legislation which would permit the au 
mobile manufacturers to reinstate an antibootlegging clause in thi 
selling agreements with retail automobile dealers. Such a permiss 
ciause, when followed through by the manufacturers, would do miu 
to eliminate the sale of new automobiles by nonauthorized or none 
franchised or by used-car dealers, many of the “shade tree” variety. 

Bootlegging of new cars by the : ib ve- named groups 1 is wd serio 
threat to each and every hew car dealer in Massachusetts with his ] bar's 
investments in buildings, tools, parts, and equipment. Bootiegging 
due fundamentally to overproduction by the manufacturers and 
indiscriminate shipping of cars to new car dealers who do not have 


+ } | 
outiet for them. 


hwo of the largest manufacturers today are engaged in a race fi 
first pli we In mes. They are offe1 nye and suggesting to their reta 
dealei Ss Various pia Ss. contests, and bonuses for sale of their respect 


ihis results in all dealers having to give excessive used-car alloy 


; | } Me ] i 1 | 
ances lh order to be Competitive. Krom What I have said it is cle 
that bootlegg hye 


(1) Misleads and confuses the public. 

(2) Disrupts a long-established and accepted method of distrib 
tion of new automobiles. 

(3) Iexerts a crippling etfect on a retail industry that is genera 


} } ’ 
regarded as the hellwe athner of our economy, 


(4) Brings about a fietitious method of pricing. 
} 1 ] 4 i 
bia MIU ON MeGicihe-SHnow sares TecHonnlaudes., 
pace 4 & . tase : } 
| ses itial barriers to ethical conipetition in the reta 
A 
narixel 
> > 4 1 . } 
i Resty tS the Tree d W feSOMme e€@ of capital 
¥ 1 
ss hndangel the savings, Investinehts, ad hnane il sLuir'd I 
1 . 2. ° 
vast number of small-business men. 
“a ’ ' ; coe nn ’ 
Permits the laws of the co try to be used as an umbrella fo 
OL Wwe K Will, \ Lil PvVill2! a a tnreat to men ¢ i compete! 
teorTltyv., and healtayv ambitiol 
( . by (Lat thie e| il Oi tT nayporit ol hew-cal fen 
to the willfu Ls ly ority 
a“ , ih “Ei set eer Te : 
\ ris ne 9 to curb thls isi S-WreCKING practice 1S to enac 


leoisl ition which places the burden of stamping out bootlegging wher 
it rightfully belongs—on the manufacturers. f also think that tl 
passage of territory security legislation would help to eliminate boot 
leoging, and much of the present ta tics of merchandising automobiles 
Before concluding I also want to state that | tee] that legislati 


nist be enacted to stop the pernicious practice of le VViIng 


i 


“phanton 
trelght” charges on buvers of new automobiles. “Phantom” is the 
word ror The practice that has Frown Up W ith the automobile industry 
i haromge the ear b r the railroad freloht rate on the delivery of 
his ear from the factory. 1 
The ear, 99 times out of 100, does not travel by railroad freight car 
comes on a big truck that hau is sevel _ cars, is towed behind anothe 
new car or loaded on a barge and flo lown the river. It is deliv 
ered for about S40 jess than is sodieka into the sales price. 

This fraud on the buying public is so obvious that it is not necessary 
for me to discuss it further, exc ept to say that vou have been quoted, 
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that I 
th you 


} 


ve just dese) ibe qi 


he 


W holehearted|y , aha 


Chairman. as saving that this situation 


into auto buver., | 


M 


“socKINg 


j ant to emphasize that 1t 1s really iquarter of a billion dollaa ock 
ear to the family pocketbooks. 
If this Coneress can put an end te ‘ph tom freie@ht” charges or 
itomobiles, it will put every new auto buyer about a month closer t 


le ow nership of the car than he would otherwise be. 


Phe 42.000 franchised automobile dealers of the United States rey 
{ small busimess n the purest sense, and ay uld De preserved by ail 


a 

] = — re | at . > ’ 1 
ans. | theretore strongly urge this supoconinitrie to report out 
rislaition Which Will correct the various abuses and questionable 


s which have « rept into the field of automobile marketi oO, 


Chie 


| also hope that the Congress will see fit to give early consideration 


ver automobile marketing legislation eventualiv emerges as a 
esult of Vou penetrating h arings. { want to thank vou for inviting 
oO appeal here. and for CIVIhnY me This Opportuntit oO pre ent Wi 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
CONGRESS FROM THE SECOND DISTRICT OF THE STATE OF 


CO SECO 


nm 


A 


Tur 
Ais atria. iw 


FLORIDA 


DENNET'! \ Phil Lp pone { PDWOLrouUOIets O af 
‘ efore vou on lea} tio how penaing Delore Ol ela | 
‘ rade 
sterdav [ rece:ved a telegram 4 Me. Bill Terry, p t 
hvsciln: Aabtdunchile BhatawnAcos 0 is itsiandis 
( \ Oo} COl lid } ( Mia. a man t oi 
D maa ( | aael I). | cilil i pp tf i i to vou ft 
: ; 
‘ y \\ ro 1 II vty 
of the Flori Lutomobile Dealers Assoc 101 
I Ni ne } ? | Vi¢ ( l } 
! i i ‘ i \ m" . ao 
National Automobile Deal = 4 ) 
Frame ely upon receiving this telegra [sent to the Nati 
tomobile Deaters’ Association ! ! \ ly of the : I 
eh thev har » been presenting to vour commitie¢ \li Las ‘ 
nable to mak thoroue! tudy of all of these bill eC} 
the rough ts this committee has done { cle Ss see TO le 
1" much merit to the legislation which is in this program, a | 
I 
rely hope t | will be able to report ou Lil 


mt vour committee 


mes, to accomplish worthwhile objectives set out 


o these | 


ype ed bills. 


Since I am not is field, and since I do not \ 


respass lone upon Vvour patience, the chief value of my te timony 


areal authority int 


t 


Pore vou nere today Is tO present to vou the st 


which has been taken by t] 


on on this proposed legislation, 


| . , aa 1} . wm 
A appreciate very much your alloy Meme this opportunity te 


ro? 


ie Florida Automobi 


Te 


favorable 


Dea 


po 
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STATEMENT OF HON. GEORGE H. MAHON, A REPRESENTATIVE IN 
CONGRESS FROM THE 19TH DISTRICT OF THE STATE OF TEXAS 


Mr. Manton. Ido not want to undertake to cumber the proceeding 
realizing that you have already developed a very voluminous recon 
but I do want to make known the fact that many of the automob 
dealers of the congressional district which I have the honor to repr 
sent are very much concerned about the practices of various automobi| 
manufacturers, and they have made known to me the interest whi 
they have. 

[ feel that these hearings have been worth while, and ] fee] that 
oreat ¢ lea] ot vood has Heel) accomplished. | hope that there Phbeuy 1)¢ 
continuing improvement in manufacturer-dealer relationships 


STATEMENT OF HON. JOHN JARMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE FIFTH DISTRICT OF THE STATE OF 
OKLAHOMA 


Mr. Jarman. Mr. Chairman, as Congressman from Oklahoma’s 
Fifth District, I appreciate the op sa em to come before the Sul 
committee on Automobile Marketing Practices of the Senate Inter 
state and Foreign Comme ree Committee to s Spe ak | rie {ly on automobil 
marketing practices and the attitude of the automobile dealers of 1 
district, as expressed to me, and as reflected by the report of this sul 
committee, The Automobile Marke ting Prac tices Study. 

The very thorough and fair study made by this committee ha 
produced evidence of the need by the independent car dealer for 
relief from certain w mage ul practices prevalent in the industry 
I won't attempt to detail that evidence or tell you what is already 
known. 

I wille xpress my interest on behalf of the inde pe ndent car retailer 
ia 2 is bearing the brunt of the decline of a true competitiy » situa 
tion. A quick reference to the excellent questionn aire sent le this 
committee to the dealers of Oklahoma and their responses [Oo this 
survey, will show how strongly they feel on the subject 

Remedial lecislation dealing with phantom freight, automobile 
bootlegging, false advertising, and factory dealer relations wil] 
tall ily require the very close study and scrutiny this committee 
giving these problems. ‘To select one point in particular which give 
emphasis to the dealers’ concern, one needs only to look at the survey” ‘ 
question on phantom freight 

In Oklahoma 296 of the 348 dealers who answered the question 
haire indicated their desire to eliminate this unnecessary ana fictitious 
charge. When more than 85 percent of a group vital to a healthy 
economy think a practice unfair, and seek a change, it is obvious that 
such a change should be considered. 

1 will not LO into further detail. Suflice to say, the car buying 
public and the car dealers are looking TO (‘ongress for help. (‘on 

i 
ress is looking to this committee for advice, We couldnt look t 
. better source. 
Please accept my thanks for the opportunity to come before you 
on behalf of the car dealers and buyer ot my district. 
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STATEMENT OF HON. JAMES C. WRIGHT, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE 12TH DISTRICT OF THE STATE OF 


TEXAS 


Mr. Wrient. Mr. Chatrman, | very much appreciate this opy 
ty to appear before your committee m behalt of S. 3110. other 


known as the dav-in-court. bill. 
of the facts concerning the cause and ettect of 


“SPC miost } 


have already been brought out bv Senator Butler and 


it re 
! i will not labo the committee's patience with unnecessary 
etiti of them at this time. 
ia want to point out that the ove rwhelmu oO majority of the sixt 
odd franchised automobile dealers in mv district are whole 
tedly in favor of this legislation. We have all been aware for 
nie ot the troubled nature of dealer Mh) mMutacturer relation ship 
the real urgency of the situation came into focus during the recent 
onal Automobile Dealers Association convention in Washi PO) 
time | had an opportun t\ to talk at lenoth with mdividual 
ilers from my district, and with representatives of their local 
zations 
Phe difficulties encountered by them regarding auto bootlegging 
tom-freieht charges, and installment credit were all em] hasized, 
most pressing propiem seems to I) hat of factory coercio) 
how Many aufomoories they must sel] 
| ! ) s of th ‘OoeLrelol Wel ibu lunt, and hh ¢ hn ease thre 
of franchise tern nation was the hnstrul t emplo 
nau wturer to work his will. As a direct result of these 
auto markets in Fort Worth and the SUPTOUNCING are 
e. and continue to be, olutted snd depressive 
rt) validity of these statements has been established Iy the nation 


drawn for this committee by the previous testimony 


pattern 
vhich you appropriately sent o 


vy t e excellent questionnaire 
ne i} mouration of these hearings. 

\l] available evidence seems to indicate that many if not most of 
anufacturer troubles stem from these easily canceled trat 


ler-ns 
iv not be 


The alle@ation that they are necessal ily one-sided dey 
is undeniable that thev are almost invariably 


‘ 


1 


entirely true, but it 
hnup hy thre manuta turer, and are cance lable almost at the w him 


f the manufacturer. Under such an arrangement, administration 


I the contract cannot help but be biased in favor of the ractory 
ltothe detriment of the dealer. 
\s the situation stands today, a dealer who refuses o1 
ell the quota set by the manufacturer is subject to arbitrary revo 
12 States, such a dealer has ho 


is unable to 


ition of his franchise. In all but 
uurse to a eivil suit mm court. but must leave the decision on his 
he 


ea for a continuation of his franchise to the sole discretion of t] 


inutacturer. 


Some have charged that enactment of this legislation would result 
na still further extension of Federal administrative authority and 


regi latory power. This, of course, is not the case, It merely pro 


des a legal remedy now nonexistent, through the courts. 


Ilere we have two powerful segments of a great industry. The 
anufacturers on the one hand and the vital automobile distributive 








660 AUTOMOBILE MARKETING PRACTICES 





system on the other. The 2 forces are nearly equal in capital invest 
ment—each exceeding $5 billions in assets. ‘Together they emplo 
nearly 10 percent of the total retail working force of this Nation. 

| am sure it will go without dispute that the very essence and pur 
poses of conservative political science is for the Government’s jud 
clal system to serve as a referee in disputes of this type. It goes wit! 
out saying, of course, that unnecessary administrative interferenc 
or regulation of business is undesirable, but what other agency in ou 
society is capable of effectively arbitrating questions of equity of th 
magnitude 4 

In my opinion, not only would Government not be overstepping 
its authority to prov ide mac hinery for dealer recourse in cases of th 
type, but it could well be shirking its constitutional obligations by 
failing to do so. 

Actually, Mr. Chairman, there has not been, and apparently cai 
not be, any truly valid objection to this bill. .As has been pointed 
out before, this measure only makes possible throughout the country 
a legal recourse already available in 12 of the States. The dealer 
are almost unanimous in favor of its provisions, and the manufae 
turers deny that they have ever abused the present situation anyway 

In fact, 1 am informed that one manufacturer, considered a leade: 
in the field, is presently contemplating the establishment of similar 
arbitration machinery on its own initiative. This being the case, | 
see no reason why official judicial review should be in any way 
abhorrent. 

In lioht of these facts, | respectfully urge the committee’s careful 
and favorable consideration of the measure. 

Thank you very much for your patience and courtesy. 


STATEMENT OF HON. T. ASHTON THCMPSON, A REPRESENTATIVE 
IN CONGRESS FROM THE SEVENTH DISTRICT OF THE STATE OF 
LOUISIANA 


Mr. Tuomrson. Mr. Chairman and members of the subcommittee, | 
Walt to thank you sincerely for nViItiIng me to appear her re today fo! 
the purpose of making a statement concerning my views on the plight 
of the franchised new dealers of this country in general, and of 
the dealers in ia dante seta ‘t of Louisiana. 

My testimony is not based on newspaper reports; it is based on per 

sonal intery iews and heartfelt expressions oft need as set forth in many 
letters which I have received from Louisiana new-car dealers. 
In essence, it cumin s down to this, Mr. Chairman: The franchised 
iew-car dealers « Louisinna——and I am confident they are in just 
the same kind of eiieeued that automobile dealers all over the 
country are in—claim that the chief cause of their woes is the one 
sidedness of their franchise agreements. 

Of course the dealers expressed this sentiment in many different 
ways. Some have told me that the root of all of their trouble is that 
the automobile manufacturers, under the present types of franchise 
agreements, have the power to force them to purchase unwanted mer 
chandise by threatening them with termination of their franchises if 
they do not make such purchases 

The ‘vy go on to point out that if the manufacturers terminate their 
franchises, they would be faced with iinancial disaster. And so, these 
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mall business nien who should be independent to make their own 
ecisions, especially since it is their own capital, 100 percent, which 
icks up howe dealerships, claimn—and I believe every word they sa) 

. this regard—that they are no more than vassals subject to the 
ontrolled power of the automobile manufacturers. 

Other dealers say practically the same thing, but in another way. 
They claim, I believe them, too, that they have had to engage in 
iarketing practices such as misleading advertising, price-packing, and 

: like, in order to keep their heads above water, what with the cars 
eing forced upon them by the manufacturers, and the finance com 
inies pressing them to liquidate their indebtednesses to those lending 
stitutions. 

Therefore, Mr. Chairman, I want to take this opportunity to go on 

‘ord here before your able subcommittee for one proposition over 

others; namely, that I will do everything in my power to aid and 

yport any legislation which will give the franchised new-car dealers 
it element of security to which they, as independent sm: all: business 
have so long been entitled. 

Phe details of how that can be worked out should certainly be left 

} to subcommittees such as yours, which are in a position, with their 

and expert staffs, to investigate, to study, and to listen to all 
es—the manufacturers, the dealers’, and the public. I am con- 
dent, and indeed the dealers of this country are confident, that once 
ave had presented to you all sides of this complex picture, you 

d the Congress will be able to sift the wheat from the chaff. 

Once that is done, I predict that the franchised new-car dealers 

iis country will find that they have at long last acquired a fran- 

se agreement which is truly bilateral. More than that, I am hope- 
| that out of this will come a solution to the problem which will 

e if impossible for the manufacturers to prevent dealers from 
ving their day in court. 


TATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE FOURTH DISTRICT OF THE STATE OF WEST 
VIRGINIA 


Mr. Burnstipor. Mr. Chairman and members of the committee, thank 

for extending to me the opportunity of bringing this statement 
} your attention. I have read with great interest the report of this 
bcommittee entitled “The Automobile Practices Study.” I noted 
th particular interest the comments of automobile dealers through- 

t the Nation, contained in the appendix of that report. 

It has been my privilege also to note, with a great deal of interest, 
eports in the press of the testimony of some of the witnesses who have 
ppeared before this committee. I confess that I have no great per- 
onal knowledge of automobile dealer practices, but I am in a position 

to judge somewhat accurately sentiments of dealers in my district 
n this subject, as well as the publi ec attitude existing there. 
[ am here to represent those views. In addition, I would also like 
to point out that I have been requested by the West Virginia Automo- 
le Dealers Association to appear here. 

\t the outset, I should like to say that this committee has, by con- 

lucting these hearings, already made a_ tremendous contribution 
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toward protecting the public interest in this vital segment of o 
economy by bringing to the attention of the public at large, the exis 
ence of Various practices which were previously hol so widely know 

[ note that 172 automobile dealers favor the elimination of phantoi 


freieht « hares, Prior to this hearmg, | am certain that a vreat mut 
of the people In my district and elsewhere failed to realize that i 
cluded in the price of automobiles which they purchased, was a freight 
charge which was never actually incurred by the manufacturer, — | 
think there is no question but that this practice should be eliminate: 
or it should be solved by the industry or through legislation. 

I will be very interested to note the final results of this committee 
I vestigation into al tomobile hootlegeing. I do hot fee] that | tlt 
qualified to cdliscuss the causes or the economic factors involved 
bootlegging. 

| al sure, however, that this committee's findings will be of 

timable value in correcting this situation. | likewise hope tha 
this Inquiry will lead to more satisfaction by dealers in regard ¢ 
j lation of present financing practice 

Il understand that legislation Is pending before this committee 
regulate these four factors: phantom frei@ht, automobile bootlegging. 

1 1 


dealer-ftactory relationships, ana automob le finance) mg. 


factory contracts and some reou 


f would like to take this opportunity to endorse legislation in th 
held, and I strongly urge this committee to approve action whicl 
will benefit both the publi and automobile dealers by eliminating cu 


STATEMENT OF HON. MELVIN PRICE, A REPRESENTATIVE IN 
CONGRESS FROM THE 24TH DISTRICT OF THE STATE OF ILLINOIS 


Ir. Prooe. Mr. Chairman, I appreciate the opportunity vou have 
Py ry 


ven me to appre il’ before this subcommittee to d sCUuss sole ot thre 
I eas relationships between automobile dealers—a tru 


roblems Invo 
example of si nall-business men—and the @iant corporations that pro 
duce automobiles. I jak ase My remarks primarily on the expr 
riences of veteran dealers in the district I have the honor of re present 
ine, the 24th Congressional District of [ilinois 

I received a letter recently from one established dealer, who ha 
been in continuous operation for four decades. He frankly admits 
that tor lay his business is in trouble. This is not due to any lack of 
diligence on his part, any lack of energy, any refusal to service 
proper ly the eo he sells at retail to his customers. 

The . 2 rob] ems ot he retail automobile dealer, he Says, arise fro. 
‘overp rodu ‘tion. her dts 
tising.” 

I suggest that this can be summed up very simply as forced-draft 
production of cars by the manufacturers and forced-draft pressur 
on retail dealers to bail out the manufacturers by taking more nev 
cars than can really be sold at so-called list prices. 

It a not seem to me that our economy "1 really sound if a kind 
of fake prosperity is created by forced-draft operations on the part 
of huge oe ations which can terrify a manipulate the regula 
tively small-business men who are the retailers. 

The automobile industry was excessively proud of itself for selling 
some 8 million new automobiles in 1955. Some of these new cars wer 


ino (of new ears), and misleading advei 


AUTOMOBILE MARKETING PRACTICES 663 





Sting mn dealers showrooms as new 1956 models came pout Me 


ind the dealers had to sel] them at discounts. 


But the pressure still continues on them to accept heavy shipmet ts 


LOG models. beyond what can be sold at the theoretical 1iISt prices 
ret ically all the excess 1955 models destroyed part of the market fo1 
models. The corporations get richer and make bigger prof 
r statements show it. But the dealers are eventually « Lugaht hea 

Li ting squeeze. 
It is because of this heavy pressure on reputable, established dealers 
ve have what niy constituent calls bootlegging and misiendine 
os | Ine. Of course the advertising Is MIsieadimne: i believe Vou 
ive revenled testimony that one Texas dealer, apparently backed 
crally by au direct subsidiary ofr a huve producer, has tried to 
e his cars by advertising himself as being ready to make “za 
| 


Phe re is seareely a person so innocent that 1e does hot know now, 


LAUT ore ly as a result of this subcommittee’s work, that the list 


\ he bought tor 


es are packed and loaded, that anew car can reall 
h below the list either through discounts or by theoretically 
rmous trade-in allowances. 
But many still do not realize that. to buy i bootleg ged car—that is, 
ir transferred by a franchised dealer to somebody on a corner lot 
volves considerable risks, The corner lot dealer has no investment mn 
pment for servicing and his guaranty may be much less reliable 
that of the franchised dealer, whose long term interest depends 
CIVINGE value received and on a reputation for dependability. 
When the cor poration forces its dealers to take more cars, in order 
» hold their franchises, than the dealers can sell at fair and unpacked 
rices. Obviously some of these automobiles end up with the boot 
oVers, And the bootlegoers sell their wares hy misleading adver- 
r. And the customer, though he has bought at what he thinks 


he ouar 


1 


sa bar@ain, has no real onaranty from the manufacturer: t 
tv depends on the retailer, for practical purposes. 

[In the meantime, the established dealer who tries to avoid both mis 
eading advertising and a resort to bootlegging on his own, is trapped. 
His established market disappears. And then he may be threatened 

| pressured still further by suggestions that his failures justify 

voeation of his franchise. 

Let me offer another quotation from the constituent who has been 


business for four decades : 


weople 


ni) riculture is in bad standing, but it is not comparable to the condit 


he average retail automobile dealer * Unless automobile business is put 
er plane, and some method is used to clean house, we will witne 
f the greatest crashes in our economy we have ever seen. 

What is the cause of what this dealer obviously considers the low 
plane of ethies and business practice familiar in the automobile in 
ustrv? Simply pressure by the corporations to compel people to 
UY, right now, as Many new automobiles as the corporations decide 

desirable. 

Pressure to hold up the list prices, even when they are phony, in 
pretense that the business is conducting itself honorably. 
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Fake charges, such as phantom freight charges that this subc« 
mittee has exposed. 

Pressure, pressure, pressure, exerted by very large and powert 
corpor: itions to compel customers and de: _ ‘rs to conform to what 1 
adve rtising- pub lic ity hue kstering people i 1 the industry decide the 
can be forced to contorm to. 

[ understand that an overwhelming majority of established 
automobile dealers have responde «| to a ques tionn: Lire from your Su 
committee and expressed themselves as favoring Federal legislati 
or continuing Federal study to compel the corporations to corr 
their practices, 

It is perfectly obvious that the subcommittee’s hearings have broug! 
about some mild reforms, such as a “volunt: uy” revision of certa 
corpor: ition contracts by which dealers may be disfranchised. M 
judgme nt is that at the ve ry least a continuing sé ‘rutiny of the industi 
by this and other bodies of the Congress will be necessary to brin: 
about other and more important reforms. 

A real crash in the automobile industry would have an enormo\ 
impact on employment and business activity in such areas as stee| 
rubber, and glass. We have a responsibility to see that such a cras!} 
is not precipitated by bad business practices by corporations holding 
themselves respons sible only for fat salaries for the oflicers and diy 
dends to the investors and irresponsible toward the welfare of | 
public as well as the stability of independent dealers. 

The public cannot protect itself alone against predatory corpora 
tions. The dealers are pygmies in any struggle with giant producers 
The Congress has had to legislate before against fake freight charg 
in other industries; it may have to legislate again, and the legislation 
obviously must be care fully framed and drafted to overcome phanton 
freight and other “pac ks” in the automobile industry and to prote 
the consumer and small-business-man retailer against suffocation. 

I congratulate the subcommittee on what it already has accom 
plished, and I earnestly recommend that you continue your efforts. 


STATEMENT BY HON. JOHN J. DEMPSEY, A REPRESENTATIVE AT 
LARGE IN CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. DEMPSE y. Mr. Chairman, members of the committee, I an 
deeply appreciative of the kind invitation of the chairman to appea 
before you ma p esent, insofar as I am able, the position of the auto 
mobile dealers of the State I represent. 

[ have received quite a good many communications from those 
dealers. They point out that they are having difficulty in surviving 
7 ause of the lack of mutuality in the contr acts that they are tapeed 
by the manufacturers to sign if they wish to continue to hold their 
franchises as dealers. These franchises can be revoked in 30 days at 
the pleasure of the manufacturer, I am informed. The dealers are 
helpless in such cases. 

I am free to confess that my personal knowledge of this situation is 
rather superficial. However, many of the dealers who have com 
peel, with me are close friends of long standing; men in whom I 
have every confidence, and who bear the finest of reputations in thei 
respective communities. 
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hey are good businessmen, who normally would be successful in 

rtually any line of business endeavor. When men of that ealiber 
mpl: tin almost universally about injustices to which they are being 
bjected by automobile manufacturers, and which they must accept 
order to stay in business, I am firmly convinced there are wrongs 
hich must be righted. 

These New Mexico dealers advise me that. despite all of their ef 
forts over the years, the automobile manufacturers have remained 

lamant in refusing to agree to modification of the harsh terms which 
ose manufacturers have been dictating to the dealers 

In fact, the dealers inform me, the requirements and the restric 
ons placed upon them become more and more stringent and 1D 

quitable each year, and today are so unreasonable and excessive 
hat many dealers are being forced into bankr uptey, while those who 
emain in the business are oper iting at little or no eed 

This is a most unhealthy situation in a Nation where our economi 
ondition is rated as the best in the world. I believe it is noteworthy 
that two important factors in our economic structure that are being 

idly undermined at this time have much in common. I speak of 

ie automobile dealers and the farmers. 

There is a marked similarity in the cause of their distress and the 

nstantly shrinking shi are of the national income that they are re 

ving. To me it is significant that the automobile dealers today ap 
pear to be subject to even closer control by the manufacturer than are 

e farmers by the Federal Government. Neither of them has much t 

vy about how he shall conduct his own business. 

it is my understanding, according to the information provided 

e automobile dealers in New Mexico, most of whom are members of 
the National Automobile Dealers Association, that they are forced to 
take a certain quota of cars regardless of what they feel to be the 
requirement in the territory they serve, and that they receive no 
protection from the manufacturers against unfair and illegitimate 
competitive invasion of that territory. No business, no matter how 
well conducted, can survive such handicap. 

[ am well aware and gratified that your committee is making a 
thorough and detailed investigation. It recently announced some of 
the results of the 12 months’ study of factory-dealer relations and 
showed that return from 20.000 individual automobile dealers gave 
u 7 to 1 ratio of those who felt that congressional study of thei 
predicament is necessary, also that Federal regulatory legislation 
probably w ill be necessary to save their business from further serious 
deterioration or ruin. That should speak for itself. 

That the complaints of the automobile dealers are pretty well 
founded seems to be established by action of some manufacturers in 
relaxing the stringency of their contract requirements since the Con 
vress, through your committee and others, has been inquiring inio 
this matter. 

Manufacturers say that their actions have been voluntary. If these 
wrongs can be corrected by any action—voluntary or otherwise 
the end result will be the same. I appreciate the fact that the Con 
gress should be reluctant to take legislative action unless it is really 
necessary. I know that your committee will be able to determine 











O66 AUTOMOBILE MARKETING PRACTICES 


that by the time you have completed vour consideration of the ey 
de} ce bro ierhit before Vou. 

‘eel t] ly infor ro 

I do not. feel that Iam sufficiently informed to suggest what cour 

vou should pursue, but I do urge that you take such remedial act 

AS Vou deem proper and just to prevent so-c allec bi 

. : j 

i 


automobile industry from destruction of the sma 


ig business in t} 

business element 
1 4 : , 

In that same industry. 


It would een) to any Wan with business i ere _ such i 
polic is shortsighted and that it ultimately would lead t nyUry { 
op ete I do not see how it ean do otherwise. ae cone 
wutomobile dealer does ol enjoy the huge pre fits that Governme 
‘contracts are making possible for the manufacturers. Their annua 
reports of prouts reflect the vast income that they are deriving fron 
those contracts. That alo places them ina f{ neial position where 
they can be dictatorial as far asthe dealers are concerned. 

There is another factor involved in this situation that directly 
affects every community in the country and the people who make up 
those ec tunities. When the conditions imposed on the automobile 
dealer Bek the manufacturer result in little or no profit to the dealer, 
t naturally iar that the economy of the community where the 
dealer is located suffers. The communitv’s tax income is reduced: 
the dealer's payroll is held too low; the service he renders the public 


must be curtailed. with the result that his customers are clissatistied. 


All of us know what the economic ¢ ape of business failures is in a 


community. Wesaw what happened in 1929 and in the early thirties 
If we can take any action that will hel ip to insure the stability ot 
thousands of small businesses throughout the Nation, it would seem 


to be manifestly our obligation to do so, 

I recognize that I speak for but a small segment of automobile 
dealers of the Nation, but in their behalf—in fact in behalf of all 
those dealers throughout the country—I urge your committee not to 
delay such action as you deem necessary to restore these many thou- 
san } oft businesses to a position of economic security, free from any 
wrongs imposed through any phase 


wrongs which vou find to exist, 
of mon ae in prec ice or by sheer financial power. 
On behalf of the automobile dealers of New Mexico and myself, I 
thank you for your courtesy and indulgence in permitting me to make 
this statement. 


STATEMENT OF HON. CHET HOLIFIELD, A REPRESENTATIVE IN 
CONGRESS FROM THE 19TH DISTRICT OF THE STATE OF CALI- 
FORNIA 


Mr. Horntrrenp. The Motor Car Dealers Association of Southern 
California have asked me to emphasize before your committee their 


continued Upport Oj yA DA’s oe le@islat On. 
The r dealers stress the need « : f dealer franchise acreements with 
the manufacturers which are ei ica law. 


Such agreements should spell out plainly a guaranty of territorial 
protection. 

Provisions for cancellation of franchises should be clearly defined. 

Provisions requiring fulfillment of contract should be clearly 


} 


defined. 
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Phantom freielit charges should he abolished. 

Provision should be firm against allowing dealers to bootleg new 
ils tO irresponsible dealers. 

On this point the general response to my letters gave the cause of 
ew-car bootlegging as the pressure of the manufacturer on dealers 
to accept more cars than needed. If this is true, the cause should be 
liminated. 

‘The indy idual car dealers stress some or all of the points outlined 
above. Many of them do not want their names used for fear of 
eprisal. Most of them place the main reason for their present low 

ofit position on pressure overloading of seasonal car quotas. The 
consequent burden of getting rid of an oy ersupply of cars causes legit! 

ate hew car dealers to divert at sacrifice prices their excess supply to 

onfranchise dealers. Their alternative course is to sell at very small 
profit or even at a loss, their excess supply. Until the pressure on 
franchise dealers by manufacturers is relieved, the loss sales and boot 
legging will continue, they say. 

Some of the individual dealers believe that the restoration of reoula 

Oh cars ana ot her hard eoods might be desirable to curtail extraol 
ary Jong-time financing and extremely low downpayments. The 
tbove position is not unanimous, but represents a strong sentiment. 

Q)n the subject of Federal legislation some of the dealers express a 


fear of the redtape and reoul: ition which night ensue. One dealer 
hought that Federal legislation should be limited to allowing the 
factories to require by contract the control of retail prices. Another 


dealer pointed out that such a control in reality was impossible, due 
tothe variability of trade-in allowances. 

As a conclusion to my statement, Tam convinced that the new-car 
dealers are faced with the threat of extinction unless their status as 


tree, dependent businessmen 1s restored, No businessman is free 
who cannot refuse to accept unneeded merchandise. 
I know of no other phase of retail business that is faced at this time 


with such pressure from their manufacturing suppliers to accept mer 
chandise far beyond the capacity of their customers to absorb. If this 
niportant segment of our business life, that is, the independent new 

car retailer, is to survive in the pattern of community sales and service 
with which we are familiar, then something must he done. 

Continued ove enieioas of cars by the manufacturers and con 
tinued overassignment of car quotas will inevits bly demoralize this 
great retail industry, bankrupt the great number of new-car dealers, 
and eventually change the pattern of distribution to a few great de 
partment store type of outlets for all brands of automobiles. 

[ hope that this great committee will bring forth a solution to this 
modern dilenuma of owe most important mass-production industry. 


STATEMENT OF HON. ROBERT T. ASHMORE, A REPRESENTATIVE 
IN CONGRESS FROM THE FOURTH DISTRICT OF THE STATE OF 
SOUTH CAROLINA 


Mr. AsHworeE. Mr. Chairman, I am strongly in favor of legislation 


to give more protection to the automobile, dealers throughout the 
United States. 
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irveada great deal of the testimony presented before your committ: 
during its investigation of this problem, and upon the completion o 
these hearmes 1 was more con\ inced then ever that legislation woul 
proper and advisable in order to prevent the automobile manufa 
turers, primarily the Big Three, from becoming monopolies. 

In fact. if some —— is not taken to curb the activities of the B 
Three we will soon have only three automobile manufacturing con 
pan ies in thiscountry. If this h: uppens, the public will be at the mer 
of the Big ‘hree, and at the same time the automobile deale rs through 
the country will be completely at the merey of the Big Three. 

I have noticed recently that some rehef has been granted the aut: 
mobile dealers by the manufacturers, but the relief granted appears 
to me to be negligible. 

However, at the same time this action on the part of the manufac 
turers is simply an acknowledgment that heretofore they have beer 
taking unfair advantage of their dealers. I am convinced that they 
should be forced to enter into fair and equitable contracts with thei 
deale Ts. 

| do not be heve the *y will do so exce} yt by force of law. 


STATEMENT OF HON. USHER L. BURDICK, REPRESENTATIVE AT 
LARGE FROM THE STATE OF NORTH DAKOTA 


Mr. Burpick. In my section of the country the retail dealers in 
automobiles are operating under a terrible dis: idvantage. There seem 
to be no restraints on the manufacturers. 

For example, if a dealer orders 6 automobiles and is financially pre 
pared to meet that cost, upon arrival of the cars he very frequently 
tinds that the manufacturer has sent him 10 automobiles, 4 trucks, and 
a pickup truck. 

This dealer is unprepared to take this much of an order and has to 
shop around and beg money, for he knows that if he does not accept 
what is sent, his contr: act Ww . be taken away from him. 

This is cruelly unfair. A dealer knows best what he can sell, and 
not the manufacturer. Being forced to extend himself, he soon finds 
himself in financial difficulties and in a great many cases has to go out 
of business eventually. 

If this bill will cure that unfairness and compel the manufacturers 
to do business on a basis that dealers can meet, there will be very much 
less distress among the dealers. 


STATEMENT OF HON. ALVIN M. BENTLEY, A REPRESENTATIVE 
IN CONGRESS FROM THE EIGHTH DISTRICT OF THE STATE OF 
MICHIGAN 


Mr. Bentriry. Mr. Chairman and members of this committee, I wis! 
to th: ink you for eee rtunity of submitting this statement on behal 
of certain legislation which I believe will. if enacted. definitelv im 
prove the pra ope Foll owed in the marketing of automobiles in thi 
country. 

| would first like to speak on behalf of i, R. DTSG, v hich ] intro 
duced On April wie 1955 al dy hi h ha heel nending before the House 
l Th ~ rt] would vmend the Inter i 
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nue Code of 1954 to allow a mortgagee, pledgee, or purchaser of 
tor vehicle to take it free of any Federal tax len of which he has 
tual notice or knowledge. it was endorsed by the National 
oclation of Automobile Dealers in June 1955, by its beard of 


cTtors, 


nder present luw, only securities are excepted from the operation 

Federal tax liens when a purchaser or mortgagee has no actual 

knowledge ot the lien. My bill proposes to add vehicles to 

m cacuaiaee on the grounds that the existing constructive notice re- 

rement has hampered the sales of new and used automobiles in 
ferstate commerce, 

Current provisions of the Internal Revenue Code allow the Federal 

x hen to attach to autos and all other goods except securities upon 

filing of notice with the State or United States District Court in 

e region where the property is situated. Any later purchasers or 


ce or 


- 


ortgagees of goods attached by such filing are put on constructive 
tice, even though they may have no actual knowledge of such a hen. 
iev are then bound to pay the amount of Federal income, gift, or 
ite taxes due on such an article before clear title can be obtained. 
lus, under present Jaw, an undue hardship may be placed upon any 
aser because the car he buys may have a tax lien asserted against 
to eadiots a delinquent claim against a taxpayer whose identity and 
enbouts are unknown to him. 
\Vost States require that any outstanding lens be recorded on a cer- 
ite of title in order for the lien to be effective against purchasers, 
d the pl iblic has come to re hy on these certificates and acce nt them at 
eir face value. In the absence of such recording on the face of 
certificate, the general public believes there is no such lien. How 
r, under the Internal Revenue Code tax-lien provisions, an innocent 
irchaser may be caught unaware. 
Phe impact of the present law upon the American economy can be 
ve fully realized when one considers the fact that approximately 
million used ears are sold annually. Experience has shown that 
ed cars are most frequently subject to the Federal tax lien. 
Since Congress has lone recognized that an exc eption from these 
ens 1s 3 mace for securities in order not to place an undue burden upon 
‘ree flow of business‘among the States, I believe that the same rea- 
ning can apply in the case of allowing unhampered marketability 
untomobiles with a clear certificate of title. 
| beheve further that my reasoning is substantiated by their simi- 
irities in volume of sales, and ease of identification and transfer- 
lit shnneah certificates. Although this committee does not have 
- tion over H. R. 5786, I believe that it m: LV be able to encour; age 
esponsible for taking action on this legislation to schedule ear ly 
rings and I respectfully urge that this be done. 
Mi: \ | iso urge this committee to see that prompt action is taken on 
299, introduced by the senior Senator from Michigan, Charles FE. 
er, in January 1956, and now pending before this committee. 
\s vou know, this bill—which has a companion, H. R. 2688, in the 
Ilouse Interstate and Foreion Commerce Committee—would permit 
itomobile manufacturers to cancel their dealers franchises in the 
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proven cases where dealers have sold automobiles to unauthoriz 
persons for resale to consumers. 

I feel that this is extremely dangerous and costly to the unway 
buyer, and that cars sold in this manner lack proper preparation a 
conditioning. I believe that continuation of these bootlegging pra 
tices would eventually cause the collapse of the present dealersh 
distribution system because unauthorized dealers without heavy 
vestments in service and parts department facilities do not have t 
compete financially with the authorized dealers who assume expensi 
of these necessary maintenance obligations to their customers, 

Of course, the dealer should have recourse to the courts in the event 
of a cancellation of his franchise for alleged “bootlegging” practic: 
or for any other reasons. The court can then determine fair a 
equitable liquidation prices and procedures. 

I also urge early action on legislation to amend the Federal Trad 
Commission Act so that manufacturers will be prohibited from charg 
ing “phantom freight” to the dealers who naturally pass these cost 
on to the consumer. I am particularly referring to the cases whe 
the autos have been shipped by truck or any conveyance other tha) 
rail, but the manufacturer has charged the same rate as if the car 
had been shipped by rail. 

It was a pleasure to have this opportunity to present this testimony 


STATEMENT OF HON. OTTO KRUEGER, A REPRESENTATIVE AT 
LARGE FROM THE STATE OF NORTH DAKOTA 


Mr. Kruecer. Mr. Chairman, North Dakota automobile dealers ar 
in accord with the objectives of the subcommittee in their efforts to 
arrive at a more favorable relationship between dealers and auto 
mobile manufacturers. They are anxious to end the abuses which 
tend to promote so many unethical practices in the retailing of auto 
mobiles. 

Of particular interest to our dealers are three measures: H.R, 52s 
H. R. 265s, and H. R. 6544. They give the dealer a measure of pro 
tection against the so-called bootlegging of new automobiles, and d 
away with the phantom freight rates that are an injustice to the deale1 
and buyer alike. 

In my State we do not have a lot of big dealers: in fact, the average 
investment is around $95,000, and 12 people are on the payroll. These 
dealers are classified as small-business men and they need all the pro 
tection that can be afforded them. They are not asking for handouts 
or subsidies, but for the correction of abuses, so they may operate 
successfully and can maintain their independence. 

In connection with this 1 would like to call attention to the civi 
mindedness of these dealers as a group, and their contributions toward 
local and natural welfare. 

A check of 175 dealers shows 16 school board members; 19 mayers: 
7 State legislators; 3 county commissioners; 29 city councilmen; 17 
precinct committeemen; 26 chief and members of fire department; | 
national democratic committeeman; 19 presidents of service clubs and 
15 presidents and members of various chambers of commerce; 7 fair 
board members. 
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STATEMENT OF HON. WILLIAM H. AVERY, A REPRESENTATIVE 
IN CONGRESS FROM THE FIRST DISTRICT OF THE STATE OF 
KANSAS 


Mr. Avery. Mr. Chairman and gentlemen of the committee, my 
ne 1s William H. Avery. I am the representative of the First 
Congressional District of Kansas in the House of Representatives. 
lL want to thank the committee for giving me this opportunity to 
xpress My \ iews on the very serious problems which are besetting the 
tion’s retail automobile dealers. I also want to compliment the 
nimittee on the searching’ Investigation it has made of the marketing 
etices presently being followed in this important segment of our 
OnomMy. 
Because of my concern with the problems which retail automobile 
ilers are facing today, | introduced four bills in the House of 
it presentatives on February 14, 1956. Three of these deal with the 
mination of phantom freight, the reinsertion of antibootlegging 
iuses in dealer-selling agreements, and the reinsertion of clauses 
roviding for areas of sales and service responsibility in the dealet 
lline agreements. 
These three bills were referred to the Interstate and Forign Com 
erce Committee. The fourth deals with the taxation of drive: 
ining cars, and was referred to the Ways and Means Committee. 


PHANTOM FREIGHT 


H. R.9247 which T introduced would prohibit the charging of phan 
fom freight. My bill is identieal to HL. R. 528, introduced by my col 
lencue, Re “presenti ative Carl Hinshaw of California. 

This committee is well familiar with the subject of phantom freight 

nd it is not necessary for me to point out the basic facts which expert 
tnesses have already given you. Let it suffice to say that in my 
opinion, there 1s no Justific ation whatsoever for the manufacturers’ 
practice of overcharging the public to the extent of over $200 million 
for the payment of auto freight. 

[ was gratified to see that the automobile manufacturers recently 

‘revised their freight charges to make them more equitable. This 
isa step in the right direction. Nevertheless, any legislation which 
reported by this committee ought to provide for the outlawing of 

hantom freight. 

The law should not permit the charging of freight charges which 

ive no relation to actual cost. The sooner the automobile industry 
voes on an actnal freight basis, the better it will be for the public, the 
lealers, and the Nation’s economy. 


} 


AREAS OF SALES AND SERVICE RESPONSIBILITY 


H. Ro 9248, a second bill which I introduced, is identical to H. R. 
o44, introduced by the gentleman from Oklahoma, Mr. Steed. 
This bill would allow the reinsertion in dealer factory selling 


agreements of a clause setting up areas of sales and service respon 
sibility. 
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The bill would not restrict public choice in anv respect. Any buy 
vould still be able to buy a car wherever and whe ‘never he pleas 
if this was not the case, | would not be in favor of this bill. 

What the bill will accomplish is to insure each buyer that he 

prompt and cheerful service under his service warranty why 
ever he chooses to have his car serviced. At the present, a deal 
utters a loss 1f he is obliged to service a car which he did not s 
ihe bill nee permit the payment of a fee to the servicing deal 


v thes selling dealer, which would cover the costs of Warranty servi 


BOOTLEGGING 


The third bill which I want to talk about this morning is a. 


9251, which is identical to H. R. 2688 introduced by Congressm 
John Bell Williams of Mississippi and to S. 2929 introduced b 
Senator Charles E. Potter of Michigan, a member of your parent 
committee. 

It would permit the reinsertion of anti-bootlegging clauses in th 
lealer selling agreement. It woul l allow the manufacturer to canes 
in agreement with a dealer who sold new cars to an unauthoriz 


wearer. 

Chis committee ts fully aware of the pernicious elfects of bootlegain 
on the automobile distribution system. You have heard much about 
the damage done to retail automobile businesses by fly-by-night op 
erations operating from gravel lots, with little or no overhead, no 
service facilities or parts, and little or no responsibility to make good 
to the pub jie. And yet, these shoestring operators threaten to driv 
from business many of the men who have distributed automobiles so 
effectively that they have achieved the widest distribution of a high 
priced product that the world has ever seen. 

Let me say to you that the Congress should take a long, hard look 
it the situation before letting the present distribution system go 
down the drain. I, for one, am convinced that we have to do some 
thing about it. 

While I am not completely satisfied with the remedy proposed 
in my bill and that of C aodeiadaan Williams and of the senior Sena 
tor from Michigan, Mr. Potter, 1 think it is the best solution which 
anyone has suggested so far. 

I would also be in favor of any other bill which accomplished t1 
same objective—the elimination of automobile bootlegging. 

In conclusion, gentlemen, let me thank vou again for this opportun 
iby to testify. | hope that your deliberations will produce the right 
answer to the problems best (ting the Nation’s automobile dealers 
thereby protecting the public from practices like phantom freight 


ind boot levoing 


ATEMENT OF HON. WALTER H. JUDD, A REPRESENTATIVE IN 
C0 NGRESS FROM THE FIFTH DISTRICT OF THE STATE OF 
MINNESOTA 


Mr. Jupp. Mr. Chairman. it was clear last vear that certain auto 


nobile manutacturers were detern ed to break thelr previous records 
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‘ 


Ous disregard not t only of the reta | dealers wh ) | i] dled thei 


ts but also of the long-term well-being of the whole industry 
he economy © f the N: ation as 2 whole 
was one who at that time protested the ruthless methods and 
ed that there would be a severe and damaging reaction. ‘The 


tion came quickly and is still with us. 
“ince it seems that some have learned nothing 


thusiasm and excesses of 1929, the Government has an obliga 


from the re klese 


try to prevent practices that lead to severe fluctuations in th e 
try. Hence, I respect fully urge that your committee report 
rat * Jegisl: ation designed to eliminate oe OMe in the auto 
‘ Pa and to prevent one sided cancellation of dealer fran 
just because a dealer cannot aecep t and h: ae all the automo 


an overambitious manufacturer tries to force on him. 


TATEMENT OF HON. H. R. GROSS, A REPRESENTATIVE IN CON- 
*RESS FROM THE THIRD DISTRICT OF THE STATE OF IOWA 


Mr. Gross. Mr. Chairman and members of the subcommittee, I ap 
ate this opportunity to present a very brief statement in support 
legislation in behalf of the automobile dealers of the Nation. 
There is no question in my mind but that the prine ipal manufac 
ers of automobiles have laid an unduly heavy hand—in some cases 
ercive hand—upon their dealers throughout the countr y. Among 
« measures 1s forced selling, phantom freight charges, threats 
neellation and reprisal, unless dealers conform strictly to policies 
one-way contracts laid down by the manufacturers. 
Cie situation is particularly acute in Iowa, where a farm depres 
has been permitted to develop. In this area dealers cannot op 
ite under conditions of forced marketing, nor can customers pay 
l-in costs and fictitious charges. 
lo not advoeate that Congress attempt to regulate completely 
ontractual relationship between automobile manufacturers and 
ilers, and I have no specific legislation to propose. I feel that this 
committee, with the benefit of exhaustive hearings on this subiect, 
equ upped wit h the knowledge and wisdom to otler prop osnals to the 
ngress which will offer a measure of protection to auto dealers and 
public without eliminating competition and free enterprise. 
| urge the subcommittee to offer legislation to this end. 
. tor MonroNnry. Tlere are some letters and telegrams we have 


M THE HONORABLE WILLIAM LANGER, UNITED STATES SENATOR FROM 
Ee STATE OF NORTIL DAKOTA 
S. Mike MONRONEY. 
iS committee on Auto Marketing Practices. 
e Oanitol, Washington. D. ¢ 


Mr. CHAIRMAN: Enclosed is a telegram from Mr. George Dixor 
Dealers Association of North Dakota, Fargo. N. Dak 


i e This mMessave ninde a part of vour hear. “8 l ©) ‘ 
do these 550 North Dakota antomobile denlers 
d regards and best wishes to you, I am 
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Farco, N. D 
Hon. WILLIAM LANGER, 
United States Senator, Senate Office Building, 
Washington, D.C.: 

Hope you accept Senator Monroney’s invitation to tell his committee Tes 
or Wednesday that 550 North Dakota automobile dealers favor the three bills 
bootlegging, phantom freight and territory security plus any other legislat 
that will help neutralize the unfair situations now existing due to contract am 
ments with their factories North Dakota dealers have over. $52 mil! 
capital investment and give employment to 6,600 persons. 

Thanks and regards 
GEORGE DIXxoN, 


Vanager, Automobile Dealers Association of North Dakot 


LETTER FROM THE HONORABLE HUBERT H. HUMPHREY, UNITED STATES NENA 
FROM THE STATE OF MINNESOTA 


Hon. A. S. MIKE MONRONEY, 
Chairman, Subcommittee on Automobile Marketing Practices, 
Senate Interstate and foreign Commerce Committee, 
United States Senate 

DEAR MIKE: Thank you for your letter of February 29 notifying me of 
hearings concerning automobile marketing practices. I have just received a 
wire from the general manager of the Minnesota Automobile Dealers Associatio 
Mr. Leo Faricy, and I am attaching it herewith. He describes the curre 
predicament of Minnesota dealers following unfair factory pressure. I wa 
to endorse his expression of concern on this matter and to recommend his p: 
posals to your committee's attention 

May I also request that Mr. Faricy’s wire be inserted in an appropriate | 
in your record of hearings? 

With my thanks and warmest best wishes, 

Sincerely, 
HousBertT H. HuMprHrey 


MINNEAPOLIS, MINN 
Hon. Husert H. HUMPHREY, 
Senate Office Building, 
Washington, D. C.: 

We understand Senator Monroney has invited each Member of Congress 
testify March 6 and 7 on any matters concerning automobile marketing practices 

January 1956 was worst January in at least 6 years, with more than 75 
percent of Minnesota dealers contacted reporting substantial losses. Unfair 
factory pressure had undoubtedly resulted in preselling much of 1956 market in 
1955 

On behalf of more than 1,000 new-car-franchised dealers in Minnesota, we 
respectfully ask you contact Senator Monroney and urge passage of Nation 
Automobile Dealers Association bills eliminating phantom freight and bootleg 
ging and making the contract between manufacturer and dealer more equitable 
by allowing aggrieved dealer to have recourse to court action—a right he does 
not now have. 

These matters are of greatest possible importance to Minnesota new-car 1 
tailers. Will you please speak to Senator Monroney on their behalf? Pleass 
let me hear from you promptly so I can advise our members of your actiol 

Thank you. 

Leo Faricy, 
General Manager, 
Minnesota Automobile Dealers Association 
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HE HONORABLE MIKE MANSFIELD, UNITED STATES SENATOR FROM THI 
STATE OF MONTANA 


\IONRBON ; 
n. Nubeoninittes tutomohile Marketing Practices, 


f monittee on Interstate and Foreign Commerce 
l nited States Senate, Washington, D. C 


Vin. CHAIRMAN: I have received a good many communications from the 
obile dealers in Montana in support of TH. R. 528, AH. R. 2688, H.R 

Hf. kt. S786, and H. R. 6544. T realize that these bills are pending in the 
ttee, but in view of the hearings which have been held by your 

e concerning the automobile industry, IT would like to bring to your 

e interest of the Montana dealers in these bills because they feel 


| help to alleviate some of the problems facing the automobile 


preciate any consideration you can give to these bills whenever your 
te ousiders any hearings on the above bills 
west personal wishes, I am 
I erely yours, 


MIKE MANSFIELD 


ELEGRAMS FROM DEALERS IN MEDFORD, OREG. 


S. MONRONEY, 
mittee Chairman, 
ted Stute Senate, Washington, D. C 
ently request your support HL. R. 528, H. R. 6544, H. R. 2688, H. R. oTS86 


DEAN & TAYLOR PONTIAC, 


n, United States Senate, 
Washington, D. C 


reently request your support H. R. 528, H. R. 6544, H. R. 2688, H. R. 5786 


SKINNERS GARAGE, 
R. A. SKINNER, President 


FRoM THE HONORABLE SAM J. Ervin, Jr., UNITED STATES SENATOR FROM 


tHE STATE OF NORTH CAROLINA 


S. MiKE MONRONEY, 
an, Spectal s uhconmittee on Auto Marketing Practices, 
nited States Senate, Washington, D. C. 
‘ATOR: IT am astounded by the evidence taken before your Special 
ee on Auto Marketing Practices, revealing the ineredible economic 
practices upon automobile dealers by the automobile manufacturers. 
to commend you for the excellent work which you are doing in con- 
vith the revelation of these astounding practices, and to assure you 
ind ready to support any legislation which the current investigation 
show necessary to protect the automobile dealers against a continuance 
Ss economic tyrann 


Sam J. ERVIN, Jr 


FROM THE HONORABLE H. ALEXANDER SMITH, UNITED STATES SENATOR 
FROM THE STATE OF NEW JERSEY 


Ss. Mike MONRONEY, 
te Office Building, Washington, D. C. 
] 


DEAR SENATOR: Enclosed herewith is a telegram which I have received from 
Jersey Automotive Trade Association. I have advised this association 
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that I am forwarding their telegram to you in connection with the hearings 


you held this week 
With kindest regards, I remain 
Always cordiaily yours, 
H. ALEXANDER SMI 
NEWARK, N 
H H. ALEXANDER SMITH, 


senate Office Building, VM ashington, pC. 2 
Senator Monroney has invited each Member of Congress to appear befo 

committee to testify on March 6 and 7 on any matters within scope of 
committee’s inquiry. The franchised new car and new truck dealers of N 
Jersey hope that you will personally register and urge the comunittee to rep | 
out legislation that will have the effect of greatly curtailing bootlegsing 
accomplishment of which will be beneficial to both the public and the ne. 
and new truck dealers. See H. R. 2688 and H. R. 6544. 

NEW JERSEY AUTOMOTIVE TRADE ASSOCIATION 

WILLIAM MALLON, 

Orro HENNENBERGER. 


LETTER FROM HON S0OURKE B. HICKENLOOPER, UNITED STATES SENATOR 
THE STATE OF IOWA 


Hon. A. S. (MIKE) MONRONEY, 
Chairman, Automobile Marketing Practices Subcommittee, 
Washington, D. C. 

DEAR SENATOR MONRONEY: In connection with your hearings with regard 
legislation involving the automobile dealers and their relation with the mar 
facturers, I would like to express my views. I appreciate your invitation 
Members of Congress to testify, but because of the large number perhaps ft! 
letter can have the same effect as if I had appeared and testified personally 

It seems to me that the automobile dealers have generally been under a mos 
difficult handicap in connection with their contracts. They have all had 
make tremendous investments in buildings, equipment, stocks, and facilities 
general on the one hand, and, on the other, have apparently had to live wit 
contracts which carry the constant threat of almost summary cancellation 

There seems to be a great volume of evidence that dealers are, and have bee 
forced to take cars from the factories in unreasonable numbers, and, of cours: 
being overstocked with cars leads often to the necessity of disastrous sal 
methods so far as getting rid of these cars is concerned. In fact, the “carniy 
barker” method of selling automobiles seems to have grown up, and I am tol 
reliably, that in Iowa our dealers had an average net loss on gross sales las 
year. 

Our Iowa dealers are definitely in favor of antibootlegging legislation ar 
the right to have contracts which are realistic and give them legal protecti 
so far as their dealership operations are concerned. In other words, a contra 
should be a two-way street. 

In addition, the so-called day-in-court right of a dealer in connection wit 
threatened cancellation or operation of his contract would seem to be only 
matter of justice. 

I shall be glad to cooperate in any way in order to get an equitable adjust 
ment of this situation and proper legislation to give these dealers some pro 
tection in their property rights, if such legislation is necessary and is produced 

With personal regards, I am, | 

Sincerely yours, 
30URKE B. HICKENLOOPEB 





LETTER From Hon. WILLIAM LANGER, UNITED STATES SENATOR FROM THE 
STATE OF NORTH DAKOTA 


Hon. A. S. MIKE MONRONEY, 
Chairman, Subcommittee on Auto Marketing Practices, 
Washington, D. OC. 
DEAR Mr. CHAIRMAN: The enclosed letter will supplement Mr. George Dixor 
telegram of March 5 which I forwarded to you on March 7. 
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As vou know, I am 100 percent behind the North Dakota automobile dealers 
n this matter. 
With kindest regards and best wishes, I am, 
Sincerely, 
WILLIAM LANGER 


FaroGo, N. DAK 
Hon, WILLIAM LANGER, 
United States Senator, 
Senate Office Building, Washington, D.C. 


My Dear SENATOR LANGER: I wired you last night concerning the Monroney 
nunittees and I do sincerely hope that you were able to go over and tell the 
that North Dakota automobile dealers are behind NADA in their efforts 
bringing improvement by legislation to the automotive retail business. 
\ while ago I sent out a questionnaire which I called an economic and bus 
ss leader survey, copy of which I am enclosing, and I received returns frou 
75 firms in the automobile business in North Dakota. I find that our dealers 
ve an average capital investment of $95,000—their average payroll is 12 people 
That means that the 550 automobile dealers in North Dakota are employing 
6.600 people to whom they are paying $23,100,000 annual salary and their total 
al investment is $52,500,000. 
hese 175 firms reported, I find that from these there are 16 school board 
ers, 19 mayors, 7 members of the State legislature, 8 county commissioners 
ilmen, 17 precinct committeemen, 26 chiefs and members of the local 
epartments, 1 national Democratic committeeman, 19 presidents of luncheor 
bs, 7 fair-board members, and 15 presidents and board members of various 
bers of commerce. 
this you ean see that the automobile dealers of North Dakota are a fine 
tantial group of citizens and as the hearings before the congressional com 
have shown, they certainly need some protection from the big boys. 
Besides the three bills, bootlegging, phantom freight, and territory security 
are being heard at the present time in the Congress, there is a bill by Sena 
Butler, S. 3110, which makes it unlawful to terminate automobile contracts 
hich we are very interested in and believe possibly that a bill of that kind would 
»real answer to the problem. 
do sincerely hope that vou will be able to tell Senator Monroney your feelings 
s matter, and we thank you for your wonderful cooperation. 
Sincerely yours, 
GEORGE Drxon, Manager 


rER FROM THE HONORABLE GORDON ALLOTT, UNITED STATES SENATOR FRO} 
THE STATE OF COLORADO 


H \. S. MIKE MONRONEY, 
Chairman, Subcommittee on Automobile Marketing Practices, 
Senate Interstate and Foreign Commerce Committee, Washington, D.C 
IyEAR SENATOR MONRONEY: Attached please find a letter which I have received 
rom Mr. Robert A. Jackson, of the Jackson Chevrolet Co.. of Pueblo, Colo. 
Since this letter presents the views of a well-established automobile dealer, I 
ask that it be entered in the record as part of my testimony submitted to the sub 
mmittee on March 7, 1956. Also, I should appreciate the return of the lette 
vhen it has served its purpose. 
Best regards, 
Sincerely yours, 
Gorpon AtLort, United States Senator 


PUEBLO, CoLo 
SENATOR GORDON ALLOTT, 
United States Senate, 
Washington, D. C. 


DeaAR SENATOR ALLOTT: In the Denver Post of March 7 there was another 
shovel full of dirt poured on the grave of automobile dealers. While I realize 
that the paper took some liberties in making the article more sensational, I think 
that possibly new dealers are overemphasizing the overproduction problem. 
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I am personally not in favor of any Federal controls on our business. 17 
legitimate dealer has, and will continue to do business on an ethical and 
petitive basis. I do not feel that it is in the public interest to eliminate ec 
petition and the Government has failed to legislate ethics. I would ask 
question which would be this: Who is going to decide how many Cars are 
he produced? Since approximately 1 person in 7 derives his employment f 
the automobile business, directly or indirectly, this then would have econo: 
power far greater than that of the Federal Reserve Board I believe that 
dealer who tries to run his own business can, and will say no to requests t 
he take too many automobiles. We believe it is the prerogative of the fact 
to try to sell us aS many irs as they ean I believe it is our right as a de 


to try to sell the public as many cars as we can in an ethical fashion. Bi 
legging, in many cases, is a result of somebody wanting a quick profit. Af 

there was bootlegging in 1946, 1947, and 1948, when there certainly was 
dduction of cars 


I believe there are many ways in which our business could be improved 





there are times that the furious competition is enough to make one wond 
whether or not the business is going to come to a radical end. However, we st 
believe that a good operator can, and will survive, and that Federal regulat 
will not improve our situatior 


[I believe that this opinion is in the minority judging from what I have re 
lately, but I do believe that you should have the other side of it. 
Very truly yours, 
Rosert A. JACKSON, 


LI ER From THE HONORAPLE JAMES ROOSEVELT, A REPRESENTATIVE IN CONGRESS 
FROM THE 26TH DISTRICT OF THE STATE OF CALIFORNIA 


Hon. A. S. MrKE MONRONEY, 
Chairman, Subcommittee on Automobile Marketing Practices, 
Committee on Interstate and Foreiqn Commerce, 
United States Senate, Washington, D. C. 


My Dear SENATOR: I am enclosing a telegram from Mr. Charles H. Elmendorf 


of the Motor Car Dealers Association of Southern California. 
I would appreciate your consideration of the views set forth therein. 
With kindest regards 
sincerely yours, 


JAMES ROOSEVEL' 
Los ANGELES, CALTI 
It the understanding of dealers in this area that you have been invit 


0 appear before Senator Monroney’s subcommittee investigating automobil 
practices Dealers will appreciate your appearance and support of NADA 


pending legislation Dealers want a selling agreement enforceable at 
nd such agreement should spell out reasons for concellation and requirement 
tf hit [« ers Wal phantom freight abolished and bootlegging eli 


ited. Your cooperation is appreciated. Regards. 
CHARLES H. ELMENDORF, 


Wotor Car Dealers Association of Southern California. 


| >: From Tue HoNnoraste JouNn LeESINSKI, A REPRESENTATIVE IN CONGRI 


FrRoM THE 167TH DISTRICT OF THE STATE OF MICHIGAN 


Chairman. Subcommittee on {utomobile Marketing Practices, 
, ee 


Senate Interstate and Foreign Commerce Committee, Washington, D. ( 
Attention of Mr. Busby). 

Drak Mr. CHAIRMA? I certainly appreciate the courtesy that the committe: 
has extended to me in allowing me to present my views on automobile marketing 
practices 

My district is composed of a cross section of practically all America and co! 
sequently presents many problems for my consideration, so I naturally cann 





DEAR 
neral 
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as fullv informed on this one subject as some of the people who have te 
rey 5 USI MA remarks, therefore will have to be venera to a ry 
but will be yy inted to the problem. to they “ure utteraiices Made Lhi¢ 
denlers and individuals in my district 
lL had been aware of Complaints of some dealers as far back as 1952 It 
at that time in spite of grumblings against large auto manuta 
ceunle were still realizing, as a whole, a good income Being atraid 
their investments through revocation of their franchises if they spoke out 
dealers were not anxious to start anything 
hus come new to the point where the dealers’ incomes are much lowe1 
they are losing money. There does not now seem to be much « ! 
hether or not they might lose their franchises, they are starting to spe 
! of the basic problems of the dealers stem from the actions of the manu 
As 1 illustration, dealers are not permitted to handle more than 
f cars. This places dealers in small communities at a disadvantage 
‘ he justice is the total disregard toward the dealer as to profit \ 
n has an initial expenditure which it must invest in the model that 
manufactured. Taking this investment into account, a corporation 
nakes N dollars for every car it manufacture This is not true for 
t His costs rise with volume, location, cor petition modification f 
adjustments ,and corrections of the cars All of which ent down or 
f For example, on the ear T purchased last year, several parts had 
eplaced and repaired. True, the factory replaced the parts but cost 
wis borne by the dealer I can assure you that the dealer was most 
with this He lost considerable money on my car through 1 f 
VT 
d not suggest that the manufacturer repay a dealer for all the « xpenses 
bringing a new car up to what it should have been as it came 
( ne, but if a manufacturer does a sloppy job, the dealer should bi 
ted for fixing it up. This would have the effect of making the 1 
pay more attention to engineering and production and would prot 
m the wrath of his customers 
ire some of the points that have been brought out by some of the dealers 
ric We in America believe in fair play A fair break is all that the 
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JoUN LESINSKT, 
Vember of Congres 


ROM THE HONORABLE CHARLES P. NELSON, A REPRESENTATIVE IN CONGRESS 


FROM THE Second DIstrRicr OF THE STATE OF MAINI 


MikE MONRONEY, 


heommitte on Auto-Mariketing Practices, Senate 


( 


\ 


chin favor of H. R. 52S ane 


ommittee on lniterstate and Foreign Commerce, Washington, D. ¢ 


NATOR MONRONEY: In t ourse of your hearings on auto-marketing 


» ¢ 
ie Maine Automobile Dealers Assvu¢ lation 


H.R. 26887 


it 


| 
will you please record tl 

1 

‘ 


Sincerely yours, 


PER 


Veniber of Cong 


FROM THE HONORABLE EUGENE J. MCCARTHY. A REPRESENTATIVE IN 


CONGRESS FROM THE FourtH DISTRICT OF THE STATE OF MINNESOTA 


MIKE MONRONEY, 
United States Senate, Washington, D. C 


SENATOR: IT am enclosing a telegram which T have received from the 
manager of the Minnesota Automobile Dealers Association conecernin 
itomobile-marketing practices 
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I thought you might be interested in having the point of view represented 
this wire. 
Sincerely yours, 
EuGENE J. McCarruy, 
Member of Congress 


MINNEAPOLIS, MINN 
rhe Honorable EuGENE J. McCarruy, 
House Office Building, Washington, D.C.: 


We understand Senator Monroney has invited each Member of Congress 
testify March 6 and 7 on any matters concerning automobile-marketing practic: 

January 1956 was worst January in at least 6 years, with more than 75 percent 
of Minnesota dealers contacted reporting substantial losses. Unfair factor 
pressure has undoubtedly resulted in preselling much of 1956 market in 1955 

On behalf of more than 1,000 new-car franchised dealers in Minnesota, we 
respectfully ask you contact Senator Monroney and urge passage of Nation 
Automobile Dealers Association bills eliminating phantom freight and _ bos 
legging, and making the contract between manufacturer and dealer more equi 
able by allowing aggrieved dealer to have recourse to court action, a right he 
does not now have. 

These matters are of greatest possible importance to Minnesota new-car ri 
tailers. Will you please speak to Senator Monroney on their behalf? Plea 
let me hear from you promptly so I can advise our members of your action 
Chank you. 

Leo Faricy, 
General Manager, Minnesota Automobile Dealers Association 


LETTER FROM Hon. FRANK IKARD, A REPRESENTATIVE IN CONGRESS FROM THE 13TH 
DISTRICT OF THE STATE OF TEXAS 


’ 


Hon. A. S. MoNRONEY, 
Chairman, Subcommittee on Automobile Practices, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR MONRONEY: Some of the automobile dealers of my congression 
listrict in Texas have expressed concern over certain practices of various auto 
mobile manufacturers and are very interested in the study and consideration 
your subcommittee is giving to the various phases of this very complex proble1 

Because of the distance between my district in north Texas and the automobil 
home factories, the dealers of my district are interested in correcting the s 
called phantom-freight practice. They feel that by providing the dealers’ day 
in court and by correcting the problem and practice of manufacturers terminat 
ing a dealer’s franchise without just cause and without legal recourse for the 
lealer, dealer-factory relations would be improved. 

I sincerely feel and hope that as a result of the hearings you are now conduct- 
ing, the present injustices of certain practices of the automobile industry will he 
corrected and that there will be a continuing improvement in the factory-deale 
relationships. 

Thanking you, I am, 

Sincerely yours, 
FRANK IKARD 


LETTER From Hon. JoHN DowDy, A REPRESENTATIVE IN CONGRESS FROM THE 
SEVENTH DISTRICT OF THE STATE OF TEXAS 


Senator A. S. MIKE MONRONEY, 
Chairman, Automobile Marketing Practices Subcommittee, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR: A constituent of mine, Mr. Neal Smith, of Nacogdoches, Tex 
who was one of the automobile dealers who attended the convention here in 
Washington a short time ago, called and asked me to express to you and your 
committee the appreciation of himself and the east Texas automobile dealers for 
the work done by you and the committee, and to state that you have already 
jone a lot of good that has been of benefit to them. 

With all good wishes, I am 

Sincerely, 
JOHN Dowpy, 
Member of Congress 
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OKLAHOMA 


futomobile Marketing Practices, 


Senate Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 


sk MiKE: Many thanks for your invitation to testify on March 6 and 7 at the 


ngs being 
ces : 
wever, 


tS ¢ losely. 


Sincerely 


M FORWARDED BY HON. WILLIAM H 


sman W 


held 
gret 


by 
that 


your 
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subeommittee 


wh committee 


meetings 
I am keenly interested in this matter and will be watching develop- 


mcerning 


automobile 
prevent 


my 
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marketing 
attending. 


I know this matter is in capable hands and you will come up 
the right solution. 


yours, 


I’ ROM THE 14TH 


ILLIAM H. AYER 


AYRE 


DISTRICT Of 


8, 


rleenth District, House Office Building, 


ng 


Washingt 


(Signed ) 
(Typed) 
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N, OHIO 


alf of new-car dealers of Summit, Portage, and Medina Counties of Ohio, 
desire that you express your interest and support for pending legisla 


tion 


the Senate and the House that is designed to give new-car dealers 
m current business domination from car manutacturers. It is our 
hat new ear bootlegging, phantom freight, untrue and unethical adver 
he controlled to a degree that the industry can resume a distribution 
es effort with dignity, and in the best interests of the public. We regard 
ative in the best interests of the national economy as well as the auto 
msumer that the inequitable relationship between manufacturer and 
this industry be removed immediately. Under the investigation of the 
ey committee considerable evidence has been submitted to support our 
We would be pleased if you would register our feelings in this matter 
side of the new-car dealers and the general public for a better and more 


', more equitable distribution of new automobiles 


sire erely, 


Rom He 


\. S. Mikt 


Senate Office 
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IN 


CONGRESS 
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telegram 


which I 
Leo Faricy, general manager of the Minnesota Automobile Dealers As- 


ha 


FROM THE 


ve received 


ition, Which expresses his views in connection with the problems existing as 
e automobile dealers in Minnesota 


e to appear and testify due to other commitments 


Sincerely 


yours, 


JOSEPH P. O'HARA, 
louse Office Building, Washington, D. C.: 
e understand Senator Monroney has invited each Member of Congress to 
fy March 6 and 7 on any matters concerning automobile marketing practices. 


JoserH P. O'HARA 


submit it for your consideration and for the record, as it 


will be 


Ve mber of ¢ 
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of Minnesota dealers contacted reporting substantial losses. Unfair fa 
pressure undoubtedly resulted in preselling much of 1956 market in 1955 
On behalf of more than 1,000 new-car franchised dealers in Minnesota 
respectfully ask you contact Senator Monroney and urge passage of Nat 
Aut obile Dealers Association bills eliminating phantom freight and boo 
ing, and making the contract between manufacturer and dealer more equ 
vy allowing aggrieved dealer to have recourse to court action, a right he doe 
These matters are of greatest possible linportance to Minnesota ney 
retailers. Will you please speak to Senator Monroney on their behalf? Pl 
let me hear trom you promptly so I can advise our members of your a 
Thank you. 
Leo FaAricy, 
General Manager, Minnesota Automobile Dealers Associatior 


ER FROM THE HONORABLE ORVIN B. FJARE, A REPRESENTATIVE IN ( 
FROM THE SECOND DISTRICT OF THE STATE OF MONTANA 


Hon. A. S. MIKE MONRONEY, 
Chairman, Subcommittee on Automobile Marke ting Practices, 
Interstate and Foreign Commerce Commiittee, 


lynited Ntates Nev te, Washington, D. ¢ 


DEAR C ATR AD Mi MONEY The Montana Automobile Deal \sso 








has expressed a great deal of interest in the work of vour subcommittee, ane 
egislation under consideration to improve dealer and manufacturer reiatioush 

i Vv h end favorable consideration by vo sul 
mitiee SS, TL. R. STS6 nd H. R. 5558 Wy ins 
pal lal rht rates on manufactured articles, and I tl 
that s y actual freight should be ¢1 ed f 
ollected of motor vehicles, as proposed in H. R 

Phe au g and distribution industry contributes a 
deal towa iv, and spreads its influence into almost eve 
( new-car dealers ii Montana a experien | 
S e dil of their dealership in spite of the fact that 
sules are Phis is a matter of great concern to all of | 
I trust tl the cor ive study undertaken by your subcommittee ji 
eld of tomobile ng will result in some corrective measures, bot! 
a voluntary bi sand through congressional action 

Your ery truly 
OrvVIN B. I 

LEI § Frowe Tie Honors RosertT ©. Byrd, A REPRESENTATIVE IN CON 


FROM THE SIXTH DISTRICT OF THE STATE OF WEST VIRGINIA 


Deak SENATOR MONRONEY This letter is to state my interest in H. R 
H. R. 2688, and H. R. 6544 I am in favor of these bills 
With warm personal regards 
Sincerely yvours, 


Rosert C. Byrp, Member of Congress 
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THURSDAY, MARCH 8, 1956 


UN irep STATES SENATE, 
COMMITTEE ON INTERSTATE AND IfOREIGN COMMERCE. 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 
Washington. DP). ¢ 


he subcommittee met, pursuant to recess, at 10 a. m., in room 457, 
ite Office Building, Senator A. S. Mike Monroney (chairman) 


aing. 
esent: Senators Monroney, Payne, Potter, and Thurmond. 
Senator Monroney. The Subcommittee on Automobile Market 
f the Interstate and Foreign Commerce Committee will be in 
Phe committee is resuming its study of automobile practices. 
We are honored today to have one of the most distinguished leaders 
e automobile industry here to testify, Mr. Harlow Curtice. 
Mr. Curtice has accepted the committee's invitation to testify. We 


} 
1 
Ve sup 


mitted certain questions, which we expect to go into at some 
nt aint 


he hearing, but we are pleased to have you proceed in your 
Waly. 
Viay IL say we know how busy you are and how difficult it is, in 
ng ane tan industri: alempire, to find spare time to take on addi 
duties such as participation in sueh hear Ings as ours, and we do 
iate your recognition of the fact that this is of importance to 
Nation as well as to the company that you represent and to the 
thousands of franchised dealers who look to ¢ reneral Motors and 
»cooperate with them in making the great automotive industry the 
| industry of the world. 
We appreciate your being here. We appreciate your coming at your 
expense, may | say. We have a bur aa of about S12.000 a veal 
perate on, Mr. Curtice, and we are glad to get these free witnesses. 
We have present Senator Thurmond, who will return, Senator 
e, Who has been in the automobile business, and Senator Potter 
a member of the full (‘ommittee of Interstate and Foreien cj 
who has been most helpful It) these hearings Ly his participa 
in them. 


In following the practice that was started at the very beginning of 
e hearings, all witnesses except Members of Congress have testified 


reoath. Lassume that you have ne » objection. 


Would you rise and state your name, sir. Do you solemnly swear 

it the evide nee you are about to vive will be the truth, the whole 
and nothing but the truth, SO help you (rod 4 

Mir. Corrice. I do. 


Senator Monronery. Thank vou very much, Mr. Curtiee. Now you 
roceed in vour own way. Tf you wish, we will not interrupt mati 
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yey 


you have reached a division in your statement where we can 


amplify DY Questioning some of the points that you have brought 
if that would be agreeable. 

Mr. Currice. Fine. 

Senator MonroneEy. It would seem to me, in looking over your 
ment, that one of the most Important matters we are dealing wit 
this study is the matter of dealer relations—contractual relations 
if it is agreeable with you and would not upset the orderly prese: 


e } . 4 . 
tioh or vour statenie nt, when you complete the sul ject matrer on ce 


] ] 


er relations, we might have a rane and discuss some of the phase 
that with Vou. Then w uld sume under the other sunhead 
your statement. 

Nir. CURTICE. Very vood, Mr. (¢ ‘hairman 


senato VEONRON} ¥. Then we could Baitins those. It Siyves 


from weal ing out your voice. Not being a politician, vou provably 
not used to talking for long periods as Senators sometimes are 


quired to do. 
Mr. Courtice. Well, Mr. Chairman, I will be very happy to 


Senator Monrowry. We want to make it as informal as 
This is not an adversary hearine. We are merely trving to do what 


al re vou wish to do, and that is to help protect, develop, wna 
crease the prospt rity of all branches of thi oreal automotive indu 

Mr. Curricer. I think I might say that the subtect under disk 

prime ImMporial tO ine to General Niotors. ind to the (i« 

Motors dealers, and I think vou very correctly said that the aut 
bile cd =t1 | ead or 1h st] of ou ou ry 

sé Lit \] INRONI Th jeadmns idus VY < f the \ rid, { 

Mr. Curticr. It h pesrheaded, I think, the great growt! 
>? Del his } Oo? { I am ded ited to se to it tha 
1 do lust th 

Senntol M ( EY W }? ite i vel mucl 

You may pi t nh vou! oO’ way. and when you com 
Cealer relations pr e or vour statement. 1f vou \ ould then ear 
pa Ce. COI le rel ry ; ou of rend he f« raw I) le. ana Wwe Wil 
rogate you on some of the points that vou have brought out. 


TESTIMONY OF HARLOW H _CURTICE, PRESIDENT, GENERA 
MOTORS, ACCOMPANIED BY A. F. POWER, ASSISTANT GENERA 
COUNSEL, AND OTHERS 


Mr. Certicr. All right. Thank you. 


It is my understanding that the purpose o7 these hearings Dy 
; 4g | eee BS da 8 ] od 
sSubconimittee is to obtain intormation o1 the distribution phase of t 
, =" ! ; 1 . ; AT? ! ot ’ .y } , ry 
ALLL LIL At Mimi 5 A ctiili Intormeda that Vou are interested pr 


pally in four subjects having to do with distribution; namely, dea 
relations, bootlegging, { nancing, and transportation charves 

In thisstatement ] propose to deal with the {first two subjects lea 
relations and bootlegging—in some detail. 
Mr. Frederic G. Donner, vice president in charge of the finan 
staff, will discuss transportation charges, and Mr. Charles Strade! 


president of General Motors Acceptance Corp., will discuss financit 
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DEALER RELATIONS 
nique v"¢ lationsh /p 


There seems to be some mil understanding ! 


as to the nature of t 
1: ; a _ 
onsinip between manufacturer and dealer in the automobile 
(ry. 


note a tendency to think in terms of the relationship between othe 
lers and their sources of supply. Actually, a careful consideratio 
he inherent elements involved, and particularly the high degree 
nterdependency, wil! clearly indicate that the relationshiy 
1c, 

word “retailer” 1s susceptible of a fairly broad range of det 
n At one end there is the merchant who buys from a 


hah 
1 1 . 
rer or wholesale rone ora nuniber of 


more or less standard item 
=e clothing, furniture, OToceriles, and the like. Such a me 
is practically as well as legally independent of the manufac 

The latter Is nothing more than a source, and more frequently 
a number of interchangeable 


he retail distribution seale 1 
p. liere the retail operation is 


| sources Of @woods por resale ‘i 
thre other end of t 
] 4] ] } 


managed DY the ie@al av 


ufacturer. It Mra bes bisa h or a sul 


‘ally, an agent is neither practically 1 


or lecally IMndepenuent 


tl practical standpoint the ate mobile dealer's relation 
Wiel ufacturer li - somewhere mn betwee these two extreme 
| ve qust mentioned. Leoally he is not the igeht of the n { 
Yet. in his community he looked upon as the manufac 
representative, Phe degree of business success he is able 
sco) munity denends imyportently upon hye Cpuaulity and val 
produ { with whieh thie manufacturer las provid “| 
ersely, fhe snec i menuiaerurer hyo, n ali ma ‘ 
ut the country, 1s determined im substantial (ies 
representative : the ce ers periar it ’ l - 1) 
ords, an unusual rut inl tV OF INnTerest eXIsts betwee} THe tiie 
emanufaeturer and the dealer 
thousands of items customers buy “oif the shelf” eve day 
omobile is an unusual pro nanumober of respect kor one 
the antomobile isa hiehl complex mechanical produ a rel 
rated daily by li illions Of persons, man without mechanr1ea 
lee or skill. It is sold through thousands of retail outlet 
presents a large investment for the aver | 


age purchaser. ‘Tod: 
ew-car pur -hases involve the trade of a used ear. 

» assure customer satisfaction, facilities 

e car throughout its useful life. 


_ Ay 
facilities and organization required by the dealer to effectively 


Must he prov ided to ser\ 


lay, sell, and service automobiles necessarily represents a sub 
al investment. Similarly, the manufacturer requires substar 
nvestment and an organization to desion and produces 
better cars in volume. 

view of these unusual aspects of the aut 


mobile 5 2h item ( 
erchandise, it 18 evident { 


hat orthodox “otf the shelf” mei 
using methods are not applicable. veal partment sto e” dict) 


Lil 
n of automobiles has been tried and each time has failed. 


} 
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In the automobile industry the franchise relationship hiets 
evolved as the approach be st suited to our type of produ ct and to? 
mutuality of interests existing between manufacturer and dealer 
IS designed to serve those interests and the Interest of the CUSLO!] 

The agreement between the manufacturer and the franchise hol 
sets forth the conditions governing the purchase at wholesale of a) 
mobiles | V the dealer. Hlowever, 1t does not include provisions 
earding maximum and minimum quantities of merchandise to 
furnished or purchased. In a mass-production industry such as 
automobile Industry, provisions ot this kind would be burdensot 
and extremely hazardous for both manufacturer and dealer—m 
more so for the dealer. Few, if any, dealers have avallable the in fi 
mation and data (other than such as pertain to their local situat 
to make a reasonably accurate estimate of their requirements, au Ve 
in advance—or even 3} months in advance as Is necessary In the au 
mobile industry. Phevy rely to a great extent on the manufactur 

A feature unique in the franchise approach, and not present in ot] 
manufacturer-independent merchant relationships, is the assista 
rendered the automobile dealer by the manufacturer. This inelud 
technical help and programs in phases of the dealer's business sucl 
sales and servicing, advertising, business management, factory tra 
ing of mechanics, warranty and product service programs, The 
tionwide network of General Motors service training centers is 


outstanding example of such assistance. These types of cooperat 
eins aie omer Pe panier a 

All ente rprise involves risk and this is as true of automobile reta 
ing as it is of automobile manufacturing. The et sometini 


assisted by the m inutacturer, provides capital for his facilities. 1B 
virtue of its nature this investment remains reasonably stable. Int 
normal business cycle it should fluctuate only with expansion 
erowth. Hence it is reasonably perm anent, capable oft liquidat { 
without undue loss if established on a sound basis initially and if 
value is properly reflected on the books. In other words, the enfra 
chised dealer has the normal investment risk undertaken by any 
who enters into a business for a profit. 

A greater risk assumed by the dealer is his complete reliance up 
the manufacturer to supply him with a salable product that has cust: 
mer appeal. 

The dealer's prunes are satisfactory, or less than that, de spe nad 
up On how wel] he con trols his oper iting costs and ex pe hses, But { 
opportunity for profit is created by the manufacturer in the first place. 

Unless the m: — ‘turer supp lies a product that appeals, that has 
value. and sells in appropriate volume, there will be no profit: for 
either. 

The manufacturer bears these same risks of investment and of ab 
itv to produce a salable product. In addition he assumes several othe 
types of risk. One is high annual tooling costs. These can be 1 
Ce uped only if the product is properly priced, it it is accepted by the 
public. and if the entfranchised dealer efficiently sells and se rvices t 
product. These conditions must be met each year, vear after year, 1/ 

XIstiIng customers are to be retained and new ones sec ured. 

To gamble with customer good will is to put at risk the very exist 

ce of the business. 





( 
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ther obligations of the manufacturer flow from the warranty of 
product and from legal liabilities in the event a defective part on 
less workmanship in the assembly of the product results in prop 
damage or personal Injury. The manufacturer is liable even if 
ppher is solely responsible for the faulty part. 


Op OH SOUGHT 
pei / 


ecause of its WNportance | have devoted considerabl detail to the 
ents involved 1) the relationship bet ween manutacturel ana 
r in the automobile industry. 
Phe welfare of our dealers is of great concern to us in General Mo 
Hlow can it be otherwise? As T have indicated, in noe bu 
relationship between factory and dealer closer or more impo 


In none is the success ot ohe more dependent on the succe oO} 
ether. IT place having a sound, capable dealer organization on 
th havine an outstanding product. Both are essential to 


the votes of customers. 
have learned this from long experience. It was many year 
at we first bewan to place emphasis On having what we refer to 
dealers. 13 quality dealers we meant dealers with adequate 
es, sound mere hie andising pi "actIces, and a sales pot ntial SUT 
to enable them to operate at a prolit. 
our part, we considered that an outstanding product, a oood 
Y agreement, sound factory dealer policies, and equitable adm 
on provide a firm foundation for having quality deale 
We consider we have alwavs had the best selling agreement in the 
trv. Our policies have ‘been fair, and we had always considered 
to be well administered. We recognized that since the war cei 
Changes mM merchandising practices had occurred, We consid 
| certain of these changes unfortunate, and in some arenas correction 
ween bevond our control. 
Last November, as you know, we =o . fore another Senate 
beommittee. The hearings eener: ited : oreatl deal of publicity pel 
ng to our dealer relations—an id ed beds to our sellin he agree 
and factory-dealer relationships. The atmosphere was emo 
il, and charges were made which were not documented or, in our 
on, reasonably est tablished. 
Llowever, it appeared to me that where there was smoke there Mist 
some fire. How serious the fire, Il was determined to find out. 
Following the Washington hearings, I personally had the benefit of 
ng to many dealers who came in to see me on their own initiative, 
vidually and In Lroups. | was impressed with the factual ana 
ere presentations which they made to me. I at once initiated a 
plete review of the General Motors selling agreement and the 
nistration of it. I also initiated a survey of the administration 
ur distribution policies. 
called a meeting of the General Motors Dealers Council for 
rliest possible date (we had had to cancel the November meeting 
wise of the time conflict with our appearance in Washineto ) 
isked the members to come prepared to give us their views and 
SOF other dealers in their areas on the selling agreement wid 


ctorv-dealer relations. 


told them this matter was of deep concern to me, that ] hoped for 
frank discussion and that we would welcome suggestions 


tS 6 yt 1 i” 
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We had a very fine and constructive council meeting. Every co 

cil member expressed not only his own views but also the views 

other General Motors dealers in his area. Some had held meet 

with groups of dealers; others had visited or canvassed dealers. 

one instance a dealer had sent out a questionnaire to 119 dealers 

is area. Another had contacted over 200. i 
The first day of the counci meeting was devoted entirely to ft 

presentation of views by the members of the council and to discuss 

£ 4] 


of those views. Naturally, on some issnes opinion was divided. © 


others there was pretty much complete agreement. 

On the second day the corporation presented the material we h 
her n developing over a pe ] iod of sever: al weeks re prese hi ting re pos 
revisions and additions to the selling agreement and changes in po! 
and administrative procedures. There was a thorough cliscussi¢ 
and additional changes and suggestions were adopted to arrive 
provisions, policies and practices that all agreed were reasonable 
practical. 


A GM Ou lity de ale r prog in 


1 
Viewing the results of our deliberations as a whole, I have des 
nated it “a General Motors quality-dealer program.” Such a pi 
oral ¢ ntails certain responsibilities on the part of the corporation al 
others on the part of the dealers. Its success depends largely on hi 
each of us assumes our respective responsibilities. 
The prime ae ility of the corporation is to provide a salab 


product. Certainly we have done this over the years, and our pro 
ucts for 1956 are cutst: ns in every respect. They represent th 
very best values for the customer’s dollar. They have achieved 


exce ption: ally high de scree of customer acceptance. 

The second responsibility of the factory is selecting and locatin: 
qualified dealers who are to hold the General Motors franchise. ‘Th 
includes providing a proper selling agreement. 

Third is the responsibility for the wholesale distribution of ou 
produ cts. We must have sound distribution polici 1es and se 20 
{] mM equitab “_ 


What is the area of dealer ROnpOReaaHAS ? First, the dealer mu 
provide ade es fac ities for selling and servicing the produ 
Second, the dealer mu t develop the territory assigned to him a 


maintain a satisfactory ak s and service per formance. Certainly | 
natural quest for secur ity must be te mpe red by the realities of a con 
p vetitive mi urket. He owes it to himself as well as to the corporatl 
to partici ipate aggressively in that market. ‘Third, the dealer mu 
set high standards for himself in the conduct of all phases of 
business. 

Certain of these mutual responsibilities involve no prob lems. | 
the case of others we have found 1t possib le to make substantial 1 
provements in carrying them out. For example, we were able to su 
ocest certain additions and 1 ‘evisions to the selling agreement whi 
lave rece ived the ent hy ius] astic approv al of our dealers. 


REVISED SELLING AGREEMENT 


It is my opi inion that our revised selling agreement is most equitab! 
and progressive. With your permission, I shall discuss it in son 
detail. 
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Sone ot the changes and additions to the selling agreement have 
do with policy. Others are economic changes and, still others are 
eral. All are to the benefit of the dealer and, we believe, to the 
timate benefit of the customer. 


ee7/ } oT qualifie d pe SON 


lwo vears ago we made provision in our dealer contract for sons 
sons-iIn-law who are active in the business to succeed a dealer. Now 
have taken another revolutionary step to make it possible for a 
r to nominate any qualified person active in the business to 

“(| im. 
tion of deal } hain 


j 


i 
Ve are providing that 1f two people are named in a contract as 
Tr of a dealership and one cles, is incapacitated, is removed Ol 
hdraws, the other may carry on the business provided he was 
d because of his qualifications as an operator and either has o1 
es within a reasonable time a 2) percent financial interest. 


. . ‘7 
} > / j ’ ’ 
IOP PATTICIPALion Uwe / 


i i « 
"e are proy iding protection for the widow of A dealer for 4 period 
vears. In conjunction with the dealership succession and con 
tion just mentioned, a dealer may elect that his widow retain a 
il interest in the dealer hip, amounting to not less than ¥ 
t, provided she is associated with a qualified operator who has 
tial investment of at least 25 percent in the business. He will 
the right to acquire complete financial own rship at the end of 
year period. 


y liquidation in event of death 


the event of death we have provided that the divis on. 1f re 


ted, will defer termination of the selling agreement, for a period 
less than 90 days and not more than 1 year. This will enable 


have an orderly liquidation of the business. 


t 


ite TO 


OF PLEMASES en ¢ pent of termination 


contract has recognized definite obligations on our part Wi1tl 


t to termination since 1936. The revised agreement provides 
he dealer may make written request for assistance in the even 
ninaition: (1) Beeause of incapacity ; (2) for failure to have a 


te license to operate as a new car dealer; and (3) for cause on 


ivs notice—eause meaning failure to fulfill his obligations under 
yperating requirement pro\ isions of the selling agreement. Ile 
have the same privilege if the selling agreement is not renewed 


expiration of its term. 
he dealer locate a 


iaser or lessee for his premises or we will purchase or lease them 


I 


\\ th respect to owned premises we will help 1 


i} and reasonable value to be determined by independent ap 
With respect to premises leased by the deal i, Wwe will uUSSIst 


in locating a substitute lessee or a sublessee or, failing this and 


] 


not use the premises, we will reimburse him for the rent: 
Lille Xpire dterm uptoa period of 12 months. 


CAN event of death 


he event of death, if the estate wishes, we will render assistance 


locating a purchaser or lessee for the premises owned and used by thu 
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Re Du hase oft Dai is an eVveNT of ty rmination 

In the event of termination we will repurchase all unused pa 
] sted 1] the current parts price S ‘hedule provided they are in Or" 
condition. Wewillal 


the preceding 12 


so repurchase any new accessories bought wit 
months. 
Repu hase of tools in event of termination 

We will buy back all special service tools recommended bv us 
use in the dealership operation and purchased by the dealer Wit 


> vears of termination. 


/ 


, ion of sales perfo MANnce 
We are eliminating the provision in the selling agreement that 
dealer shall properly develop the sale of motor vehicles to the sat 

faction of the division. In its place we are spelling out in the cont: 

the basis for evaluating dealer sales performance. We will colipa 
the competitive performance of the dealer with other deale: 
prec McCaliVv in his zone aren not but hecessal ly to the exclusion ot Cre 


rional and national areas. 


reg 
In puUa LING performan e we will use the records venerally accept 
for this purpose. In addition, we will take into account other pei 


nent factors such as population orowth and shifts, the trend of t 
dealer’s sales pel formance over a reasonable perlod of time, the ava 
ability and delivery of new cars and trucks to the dealei and especia 
ocal conditions direct ly atfecting sales performance, 

Senator Monronry. Mr. Curtice, would you care to take a moni 
ortwotorest vour voice’ In2room this large, with bad acoustics 

Mr. Currice. Lam just getting over a cold. 

Senator Monroney. You can take a 2-minute breather here 
relax. 

Mr. Curtice. Fine. 

( Pause. ) 

senatol MonRONI x The ommittee will avaln be in order. 

You may proceed, Mr. Curtice. 

Mr. ( URTICE. In al ultiple dealer area, Cat de iler’s share of 
total performal ce responsib lity will be determined. In evaluatin: 
his performance in relation to his respol sibility, ( onsideration will i 
civen to factors already mentioned that are pertinent, as well as to | 
previous sales experience In the area. 

Sales performance is, of course, very important to the dealer and t 
division. However. it is not the only factor in the det rmination of 
quality dealer. 

In appraising the performance of a General Motors dealer, t 
division must consider how well he fulfills his obligations under t 
operating requirement provisions of the selling agreement, including 
those w ith respect to facilit es and se! vice for his customers, as well a 
his standing in his con mMunity. All new applicants to become Genet 
Motors quality dealers will be required to meet the test of these san 
factors. 

The next series of contract anges and addit loOns cle aul more clire { 


with the economics of the dealer’s business. 
Doubling parts obsolescence allomanes 


We are increasing the allowance under the General Motors par 
ohsols ceePnee plan from ») percent TO | percent of annul purel rap 
i A 
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\\ 1] give greater assistance to the denler In maintamimne 


ventory adequati for the increasing complexity of our ears and the 
1 i l . l : ‘ 
lilv mounting number of them on the road. 
ta) ode O hand whe ew mod / / 
‘) ) Cre eral Nii QO! } 0 ( eq ( pra 1 eof 2) } o } 
) the excess over 5 per of ne ears of the preced oO ( | 
ren ne il t¢ Ww Lie ! } odel Lit | ouneced N 6 { 
} 
( | ppl t¢) } , } he i] } ci eEPYVTOlet 
d en the mode nno ed. Furthe 
) ec fr } ( pel ©] QO p 
; l 4 ] 1 
e of the most important economic changes has to do with warral 
| \ | } ] li} } + | . f 
i} bj We OO} tn Pad ? pera 717 ‘ dt istry 
{ { ] { 
i yarrangement b Ldaop ran } eptina wv rs 
- o I p 
on the pas of 12.000 n or | mont! nstead of ft i 
- 1 } 
] le or v0 a \ Lhe l 19 ». We liber ed t \ l 
t nerea rey u n ft on 1! yi Vy 1 a ! 
provided tor payme VY us of 6D pnercent ot 
‘ I 
ad 100 percent of ae el t ! f 
| } ey ] ( Or warranty aayustnie i 
e] mi! ent ¢ rom ¢ { 1 ( pel nt 
? T { nmroy ( ¢ T T'¢ ? 
I 
aay Wear ho \ Oo i 
\1 l t } } t 6 t 
fo) {¢ } ( rip qdbvda | ite 
" ) ( ne { ( 
: ? 
{ lwo it! \ ( ld / . 
| 
{ { 
cre 7 | 
' 1] ; 1 ‘ 
l \ eq Seri Lore mieht ? LUIS ryr'’¢ I 
( cf Ot i hia fanaara of ¢ l avert hoe 
} ’ 
thing we have done is to simplify the language of 
] 1] ! 
It no | neer col t\1) | ly) 1} ibiguou ) cd all nel ven Le 
1 } 1 . 
O to dealer Ot ePations as to the sat fact Ot 1@] 
LNG y 
1X7 . ; ° ] 1 me ! } 
We have eliminated many clauses which have had only a very i) 
] ] : ve : E ] 1 : . , 
Lapplication over the years and many others whose prince pai eltect 
’ 


l 
pear al to be to eause 1] ritation. Kor example, the ( lause on Capit ul 
lulrements have heen revised and mare more flexible. Various 
' changes have been made. All are directed to the benefit of t] 
er, 
For all practical purposes, the new agreement, with all its benefits, 
ent into effect March 1. The forms are in process and will be made 
lable to our dealers later this month. 
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CHOICE OFFERED ON TERMS OF AGREEMENT 


We are otfering this revised selling agreement with a choice as 


luration. ‘The dealer may select an agreement which runs for a t 
of 5 years and 1s cancelable by him without cause on 30 days’ no 
but by us only for cause. This formalizes the franchise relations] 
between us for a fixed iong term. it establi hes, as legal obligatic 
policies, and equity considerations which the dealer can enforce 


il 1] SS ot whoadmn isters the contract 


If the dealer wishes, he may continue as in the past with a ve 

nt Cal celable by him VW tho ij ause on 30 day 3 l otice, and } \ 
orporation only for Cause, ‘| his a lers Trom the hist proposal oO 
mre pect to the term. It isa l year agreement compared with 
year agreement. 


If the dealer wishes an agreement of indefinite term, we have that 
] 


a contract cancelable by the dealer wit hout cause on 30 days’ notice a 


Dv the corporation without cau e on () davs notice, luxcepl LO] 
> ie 7 4 } 1] ’ ] . ' e 
erm, This agreement vlso nas all of the advantages and bene 


the other two proposals. As to the term, it is an indefinite agreeme 


md the term may be long or short, depending upon the exercise of 


right to terminate without cause. 
Phe indefinite term form of contract has been misinterpreted 


; os he 
some as a “continuing contract, apparentiy because 10 does ni 


I acl, 
. . 2 ‘ e* ° ° ’ ’ 

forth eauses for termination. What these individuals fail to rea 

is that it is superfluous to enumerate the causes of termination w 


the manufacturer has the meht to terminate without cause. 


I would now like to direct my remarks to the term of a france! 


agreement na Ot neral sense. 
LV ‘ } y ’ laal 1, ‘ lreatiny f \y f ys. oy) 
When a prospective dealer mak application Tor a Trancnise, 
hi kes represent itions as to his qualification s and experience, as 


i 


9S to t | e contemplated performance of I S oblige wions aS a dea! 


ssa { ‘ nie — 7 } 
In addition to his interest 1n the proauct, he Is al y COHnCeLrHNead \ 
, , ’ ° 1 ] ;° : 1 
the obligations Which the manutacturer 1s prepared to assume il 


franchise relationship. 

The prospective dealer makes his decisions as to whether he will. : 
will not, accept the franchise. The manufacturer of the produ 
makes the decisions as to whether he will or will not grant it. Impli 
in the relationship is the personal element, built upon careful mut 
appraisal and good faith. 

If the relationship is entered into and maintained in good faith, wit 
the fulfillment of the representations and obligations by the respecti 
parties, the term of the franchise is not too material as a practic: 
matter. In such situations, renewals are generally automatic. \\ 
want the dealer and the dealer wants us. 

However, the continuance of the relationship becomes a matter « 

mecern to both parties, if either party fails to continue to perfoi 
his obligations. It is also a matter of concern of the dealer if t 

ilue of the franchise decreases importantly. For the protection 


) 


tne dealer, there is the right of termination on 50 days notice w itho 


use. For the protection of the corporation, there is the right 
° . . . Pp a ry ; ° ° oe 
terminate for certain specified causes. The validity of such a cau 
as a basis for the exercise of the right ot termination, may be teste 
in the courts with relief in the form of money damages, if it is fom 


that cause did not exist. 
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| iuse of the bast ’ pers sonal element in the franchise relatio } 
eannotl he a rich t of Aassion ment, other a in the de ale ‘rship con- 
lation or succession previously mentioned. ‘This must be deter- 
ed for a successor dealership on the same basis as served tor the 
hlishment of that dealer: hip. 

furthermore, the franchise relationsh pl minde pos ble pn ( 

luet. which in the first instance is subject to d position by 
facturer. Therefore, the franchise itself should be subi ( 
osition by the manufacturer, 

\ » because of the basic personal element i volved n the rela 
irae be made for the po ible dissolution of that 
hip after the lapse of a reasonable period of time. This as 
ortant in the franchise relationship as it is in an employn 
hip. In beth it may be accomplished in the same way, by a term 
e recognition of such a contingency is neither unusual nor arb 

Kmplovment 1s ele rally ~ al lished a d continues \ 1] 
ontracts. Officials ; r'¢ el ( ‘ted or appointed to oflice tor dehy 


Partnerships « vulmin: ate in dispute and are dissolved. 1 
en cease to do business with each other. 
5 expiration of the acreement after a reasonable period of time 
» necessary to enable the manufacturer to Incorporate provisions 
ry to implement the relationships because of changing con 


by mutual consent of the a but no matter how reasonable 
provisions, there may well be dealers who will not accept them. 
rreat majority recognize that the provisions are reas sonable and 
essary, tne manufacturer should not be in the position of being 
ble to make the provisions part of his standard agreement for all 
ers, simply because one or a few dealers object to the provisions. 
What is a reasonable term depends on all the circumstances. We 
felt in the past that a 1-year term was reasonable. The record 
that the great majority of our dealers have been associated with 
for many years. I am convinced that a 1-year term was not of 
iue importance to a majority of our dealers. They knew what 
‘y should do, and what was expected of them. However, the re- 
n by the dealers to the 5-year term has been very favorable as it 
them a greater feeling of sec urity. One member of the dealer 
indicated that he might prefer the 1-year contrac st, alth ugh 
id not made a final decision. There is always an exception, the 
resentative of the minority, which further proves tha at in human 
itionships the exceptional situation must be taken into account. 
[t isnot our policy to terminate or withhold renewal of selling agree- 


true that such provisions may be incorporated in existing co1 


\ 


ithout a discussion with the dealer. The dealer who fails to 

ure up at any time is given an opportunity to right his situation. 
idvised of spec ifie situations to be corrected. He is oiven help 
1 his problems. Nonrenewals of selling agreements have been 


ively low, although they were naturally somewhat higher in the 
t highly competitive past than in the early postwar years. 
fo minimize human error and to insure proper consideration of 
ts and circumstances, the complete zone and regional files of 


er are reviewed by the division central oflice sales stati ieitaee 
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notices of cancellation or nonrenewal are served. ‘The general sa 
manager must approve the action. 

he dealer relations board, made up of top GM executives, w: 
established in 1938 to prov ide for a review of the action of the gvenel 
sales manager ol} the basis of the equities involved. Now, to elin 
nate criticism of the manner in which the board was constituted, 


umpire, sele ted on the basis of special qualifications and experien 


4 


will be engaged to supersede the board and adjudicate appeals. 
appeals the dealer may have his counsel resent. 
’ . ’ > ‘ . » 
We are also taking steps to insure that General Motors 18,500 p 
) 


senger-car and truck dealers have a direct line of communication to t! 


anagement of General Motors. ‘To do this we have created 
ew ollice in the « poration. Ivan Wiles, who has been a vice pre 
dent of General Motors and general manager of Buick division, I 
Se le ed x itive e pre ient narge oO} dealer relatic 
4 ( l | > Whe GO ot it board Of directors ( 
Monday 
\Iy \\ ( ( tT cie pe ( V ol e pre aent Lill 
i ! Lit le | } i ol Ih¢ ( (| ils utlol CTIVITI 
( ( i Mot t c ( ( GiVIsi« = Li vi I 
re \ | The ve ) 1 Ol ( nie \ wry \ neo d ariel oO} 
orce hint 1) emis \V ! the { ilers venel lly Vi 
t ) pty 1! t HH 1] tive ertall { it I 
yt ( Ci ref] ed T¢ t ! L i’ ilist il 
( I MI ‘ I | ] I S 
( Dit ire ( O cr 1"¢ itt ol l 
0 lef ( ! i 
() uch mpre r | ( i { oO ‘ é l QO] 
\ eT) ! ( oO] ( ( { \ ial} rogran 
ad TO Thre ( | ( ) ( | eC O hst 
SCG | ( rv pol ( i ft Coopt { ( Ld Ve ‘ iu dl 
Lnot e1 Dsl { ‘ { { I Ol it ( tes! 
( ©) Lea ‘ \ I Ore ( bien Ce] ho} 8 OC] irely DY 
1 } } 1 ‘ 
if O eS { ( LilvV D { vier and the Glvisiol 
\V ( ll ry »? ci¢ ered tl} is Warel ust \ i 
t it 
\\ e ive re ew e¢ | iit cdi ( L1o! proces ure l d. Wiel 
necessary. we have extended thie collection dates to make cert wn th 
n all cases the drafts w not become payable until the cars are r 
1? ] i 
Ce DV the cae it > 


A s on ficant forward step has hes n taken re lating to the dealer’ 
Nacurat W sh to do eve rytiing pr Ssil le to safeguard the future ot 
family. 

[ refer to our new group life-insurance program. Under this ne 
low cost plan, dealers unde r age 65 may obtain policies ranging 1] 
size up to $100,000 without medical examination. The amount of the 
insurance to be made available will Vary with the size of the dealen 
ship, while the cost will be shared by the participating dealers and 
the corporation. 

All ot our divisions are how adopting the poliev of having cleale1 
councils to provide a forum for discussion of mutual problems. 
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] 1] 1 } 1 1 
ey Will have counc ils at the zone level elected by the dealet 





neils at the regional level elected from the zone and councils at 
national level elected from the regions. The General Motors 
ler Council will continue to be constituted so as to give a balanced 
esentation geographically and provide a good cross-section « 
e, ed um, and small dealer 
propose to WMprove our wholes ile opel ition ! every 
ble. Additional zone oflicer will be established as needed If 
ry, vc 1itio1 al ke Vy pe tgs Wl il] be « ‘mpl loyed to provide , al] the 
ce required by the cle: espech illv those having to do with 
cd tribution. As recmucauel Laas iene members of the dealer 
l, we propose to expand our business-management services fot 
7 
e then represent what we are doing LO: J ure the continues 
( of our dealer body cso that it can better serve the customer! 
nator Monroney. I think that would be a logical breaking point 
your voice, and to let us develop some of these very Important 
that have been made in the historic pattern of General Motors 
es. First, I want to compliment you on the thoroughn 
ch you have gone into your study of these reforms, an effort 
ring considerable change in p hey to bring about a greater 
f mutuality between your dealers and —— pany. Icould 
ore completely with vou in the fact of the order in which vou 
e problems: one, dealer relations then ee then trans 
on and finance problems Certainly the dealers [ have ser 
undreds in various parts of the country during this study 
dicated that their major problem woes back to the r dealet 
ry relationships. Indeed the other members of the committee 
ve likewise contacted many dealers and the testimony before 
ommittee have focused that as perhaps the No. J problem erving 
( 0} 
ree com) letely that the relation ship in the automotive industry 
e Tl inchise dealer is a unique relationship in busine ‘ They 
neither free agents to buy one product today and another product 
rrow, to go in and out of a line at will nor do thes have freedom 
re sponsibility to the manutacturer for t] e sale of the produc L 
the dealer cay tive of the manufacturer. Ife enjoys certain pris 
ind he has certain responsibilities as to proper representatiol 
factory in the community. But he operates under a strictly 
e} terprise method of merchandising as a free independent bus 
man. So he has a dual sination that varies between the two cus 
ry recognized sales relationships which you have so aptly 


bed in your statement. 
would seem to me that you have olven a vood deal of study to this 


~ 
lem, particularly on page 3 where you say, unlike thousands of 
i 


ustomers buy off the shelf everyday, the automobile is an unusua 


duct in a number of respects. Certainly it is, and certainly its 


{ 
t 


ind its continuing service are. because the service of the ear 
r it gets into the hands of the consumer is about half of the busi- 


1 


It is as important to the factory as it is to the customer, and 


tal lv the dealer has to fufill th 1e fu il e a etation of both eu stomer 


Fev tory for his continuing service of that ¢ 
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Ther fore, as | read this Statement, it does announce a policy 
‘tual partnership in the automotive industry between the ind 


pendently franchi ed dealer, locally managed, and the factory. ‘| 
dealer is concerned with the merchandising and the servicing of t 
factory’s product, and the protection of the good will and good na 
of tha roduct he is franchised to sell. 


‘TI erefore, I fee] sure that, since you have gone so far in defini 
the responsibility of franchised dealers, your personal feeling is tl 
adrift seems to — throughout the country toward supermai 
operations. Certainly with your wide experience in the automot 
industry, d do you fee] | that this would be a bad thing for the industry 

Mr. Currice. Yes: i Panne As I stated there, department stor: 
have item} ted on ceri iin oceasions to sell automobiles without a 
success 

Sen: itor MonroN! - It would be selling them off the shelf 
lepartment t-store product or a can of peas out of an A. & P. stor 
That is not the type ot merchandising that would benefit the factory 
the dealer, or the pul lie. 

Mr. Currice. That is right. In the first place, the product has { 
be sold to the cus stome r in the second place, it must be maintained 
a standard level tl 1roughout its life in the hands of the customer, and 
it may pass from one to several different customers during its ent 
life, but always the factory and the enfranchised dealers have t 
responsibility for maintaining its service. 

Senator Monroney. So the policy of Ger ‘ral Motors largely woul 
be one to maintain the enfranchised dealer eval. 

Mr. Currice. One hundred percent. 

Senator Monroney. To strengthen that system where you possibly 
can to prevent the growth of chain store type of merchandising or 
supermarket operations within the limits of the law 

Mr. Curtice. That is right. 

Senator Monronry. And you, I am sure, share the pride that the 
40,000 automobile dealers can properly have in having placed more 
units of a high-priced product in the hands of more people, and now 
even 2 cars to the family, than was ever dreamed of 10 or 15 year: 
ago in the automotive industry; is that not right? 

Mr. Currice. That is correct. As a matter of fact, I think a ma 
jority of our enfranchised dealers, just like ourselves, have this some 
thing that isin the blood. The automobile business gets in your blood 
I am interested to have the privilege of meeting Senator Payne and 
to find that he has graduated from the automobile business to becom 
ing a Senator. 

Senator Payne. There might be some question as to the definition 
of “graduation.” 

Mr. Currice. Most of our dealers have been with us over a long 
period of time. It is a very fascinating business, and they are proud 
of the fact that they have distributed such a large number of units 
over the years to the buying public, the consumer. 

Senator Monronry. I may say for Senator Payne that he has a 
6-vear contract, cancelable without cause, but I am sure that th 
people of Maine will never exercise that right. 

Mr. Curtice. He is subject to the votes of the public, as we are wit! 
our product, too. 

Senator Monroney. That is true. 
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We have had an opinion on some legislation from the Deputy Atto1 
(genera that rather disturbed me a year or two ago. In the d 
os of ; 1 proposed plece of legislation to outlaw bootlege@ing, hi 
| it perhaps 1 if the public liked to buy their cars from bootleggers 
f ‘the upermarkets were growing, then maybe the public shoul 

1e soonest clasealiaiiioas it wanted. 
one ani unwilling t wen der to t] tri ft i al vt} ne cal 
ne to continue a system of distribution that has proven extre 
ble to the public in service and value and honest deal 
) product or higher—simply because a few would 
t and chisel around the unchised deal elatio hi} 
: ( R1 l I th nk the \ that h ) oly i » tli 
i of the enfranchised dealer, and we look upon Itas a partnersh 
ers In progr that that tem has handled the distribut 
ib nd t] | blic nterest over the Cl Ae I I 
| bee oP, Lene ind I for on believe a lt S tlie 
ni that! ist prevail. 
. or Monroney. Following your statement, down at the bott 
ave 4 you very } pe ly, 1 tla Vie elve weight to the fact tl 
idual dealer is not 1h a pe ition nati nally to determine thie 
e of producti n that the factory must muaintain. 
) That isrigh 
s tor MoNRONI That information not being available to him 
lo} end (O project ] ( uy W wid Lvequ C101 nia 
nd parts that must ¢o into the production scale of a new model 


Mr. Currice. And not well enough to enable him to sign an agrees 
vhich would specify a certain number of units that he would s 
the 12-month period or the 5-year period, depending upon the 
of contract. 
itor Monroney. That has evolved as 2 business practic 


1} 


Vir. Curticr. That is right. and that is whv we differentiate between 


type of selling agreement and the relationship with the entra 
leal ‘from some other type of agreement in which it is ea \ 
get out how many of this or how many of that will be = 
ee ‘aa ' vill agree to purchase from 1 he other ver a cert 
loftime. That would not be feasible. It would | be very, very 
( rous for the dealer. . . 


Senator Monrongy. He doesn’t know how hot the model might be, 
‘reas vou might know in the factory that vou are going to have a 
ander ieee , 

Mr. Curricr. That is right. We always have very hot ones, but 
etimit ston are hotter. 
enator Monronnry. No charge for the commercial. We have olven 
of the manufacturers ample time to discuss the torsion rod system, 

( —— gear shift, and all. If you have any Uy coming gadgets 

al Motors, we will give you equal and equi ie time in the 
me a ul lonship as the two politic al p: irties. 

Do you rely, however, in your forecasts on the estimates—a sort of 

ouesstimate” you might say—from dealers directly, and on their 
opinion of the sales pote ntials for the comin g veal ¢ 

ar Curricr. Yes; we have a definite system of projections at the 

zone level with the dealers for the current period, plus the next 3 
wea but those are, as you pointed out, “guesstimates,” rather than 
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accurate forecasts by models and in totals which they may or may 
require. We. however, are required to make commitments as tay 
advance as 3 months bevond the current month in order to assure 
livery of the materials to the fabricating plants in time to maint 
a CO! tinuous flow of product ata certain level. 


1 
NAN 
Lich ile 


However, we adjust those schedules promptly with any « 
nditions which we recognize. Asa matter of fact, I think lat 
my statement I point out that in the year of 1955, we adjusted « 


; ae } : 
hedules 41 times upward and 15 times downward to take into 


COT)( 


meenator \LONRONI Ze Do you expel 1e] ce@ al \ difficulty, howevt er 
1¢ part of “eager beave r” district sale managers, imbued W th 

‘ price class, who sometimes think t 
ly in their estimates and someti 
\ ated muess oO} what it would he an 
himself in hot water with the local sales representatives of G 
Motors? 

Mr. Curtice. Well, I don’t know about that. 

Senator Monroney. I have here, for example, a letter that came 
to us, a letter from Mr. Luther Massey, who incidentally, has a 25- o1 
30-year record as a Buick dealer, who was terminated last year, ad- 
dressed to him under date of March 28, 1955: . 

Mr. LuTHER MASSEY, 
Vassey Buick Co., Beaumont, Ter 


DEAR Mr. MASSEY: This will acknowledge your agreement with Mr. Don Sn 
t manager, on March 22 to employ 2 additional car salesmen and 1 addi 
tional used-car salesman in an effort to achieve your calculated 1955 new-car 
and used-ceat objective. 
According to the report 1 ished this office, the above men will be employed 
he next 45 days. We regret to learn of your valuation of your mark¢ 
pote il as not being in agree? h the actual facts furnished. We ag 
wish to remind you of the contents of our letter of February 14, 1955, and a 
g to offer full cooperation to your organization to accomplish the desired 
sales and service objectives in your area of sales responsibility. 
We would appreciate being advised the names of the salesmen employs 


and so forth. 

It would seem to me that in this case Mr. Massey did olve an esi 
mate as to his potential based on his exper nce and on the business 
achieved, but as I recall the testimony, he was then selling about 50 
ars per mol th. and ha short time the Zone manager had raised 


that quota arbitrarily and then, again, the next month or two, it was 


again raised. 
Mr. Cr RTICE. I think I would like to ask Mr. Hufstader. I haven't 
lf Vi th the Massey Case. 


Senator Monroney. It was one of the cases that seemed to me to 


familiarized myse 
have a oreal deal of bearing on the treatment that dealers are recelv- 
Ing at the zone or sales CN ision level. 

Mr. Curtice. If agreeable to you, I will ask Mr. William Hufstader, 
vice president in ¢ harge of distribution staff, to deal W ith your questio1 

Senator Monronrey. Would you raise your right hand and state 
your name for the record / 

Mr. Hursraper. William F. Hufstader. 

Senator Monroney. Do you solemnly swear the testimony you ar 
about to give will be the truth, the whole truth, and nothing but the 
truth. so help you God ? 
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I 


fr. Hursraper. I do. 
enator Monroney. Thank you, Mr. Hufstader. I 
e read the testimony on the Massey ( 


Mir. ELUrSTADER. Yes: Ihave. 


presume ou 
‘Ase. 


TESTIMONY OF WILLIAM F. HUFSTADER, VICE PRESIDENT IN 


rudN SIN 


CHARGE OF DISTRIBUTION, GENERAL MOTORS CORP 


Senator Monroney. We were advised in the hearings, that | | 
er f iled tO have OE od factory relationshly Sa that he had Le l 
x denler in Duncan, Okla.—the same line 


and took it on in ‘Tey 


Whv he moved from Oklahoma to Texas, I can’t understand, | 


1. a 
l, and after apparently successful years of operation with Bu 
emed to be on the hot spot, although he apparently had 
eda rathel vood sales record fou Beaumont, Tex. ae ntly his 
tf mistake Was in estimating his sales too low te » pli the { 
Lo 
Nii Lt PSTADER, Elis pel forn whce, Senatol Mi »} roney, n the yea 
1953, 1954, and 1955, was not particularly good. 
Senator Monroney. | beg your pardon ¢ 
Mir. Hursvaprer. Tis sales performance record in 1953, 1954, a 
not a particularly good performance record in the light of 
cel That eX! ted 1h) beaumont. Pex, cll a the ZOHE and tne a 
inager were working with him to try to get that perforn 
ered. . . 
953, Mr. Mas se) sold 280 Buieks and the Buick registration 
mont for that year were 560, If Vou appratse the market on the 
of the Zone pertormance, mM oth 


her words, the average for that 
C1 could have been recistered In that te rritors ii Bi KS tS 
t YSO, which Mr. Massey sold. In 1954, Ma. Massey sold 


1 7 ] ! ] 
KS, Pakine tre zone averace ror that Vear. he could iave ) 


1 445 new Buiecks. In 1955, Mr. Massey sold 332 Buicks, and 
iwain using the zone average, he could have sold 482 
you can recognize Immediately th: 
e market was a continuing 


so that I think 
it his performance in relation 
performance below the zone avera 

itor Monroney. | think the figures ant we 


had were that his 
pe tage of price class Was 


23.3 for Jani 1955, which IT think 


mn one car below the national average, ema to the fivures 


r had. That was the date we have that n 
iy 1955, it was 25.5 for the year to date, and it was one car below 
sary amount Ww ith a memo from the zone mManaver, Mr. H. A. 

Kemp, to Mr. Massey that he needed more Buie 


Senator 


the zone manage 


l Jan 


salesmen. 
PAYNE. Would you Want to elaborate n litt le | bit. Mr. Lluf 
tader, on what you mean by, and how you 
o-called zone-average fioure 7 

Mr. Hursraprer. That is a composite of all of the dealers in the 
Dallas zone, for example, which is the zone in which Mr. Massey 

operating, being located in Beaumont, Tex. That is the registra 
on experience that is attained in that particular zone. So it 


] 
ify ired ll 


n the different zones throughout the United States. 


Senator P LYNE. Is that all dealers or is that just the Buick per 
formance / 


Mr. Hursraper. That is the Buick performance i 


In that particular 
e areas; ves, SIPr. Now to CO ON anal answer Sennato Monroney’ 


compute or arrive at, the 


t 


i 
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question about this particular dealer being 1 or 2 cars short, M 
Mussey stated, and I am reading from some notes—that at the m 


ebruary 10, 1955, when he was again reminded of his ps 


me on 


sales performance, the Buick Dallas zone office knew his Janua 
1955 performance rating was 23.3, where the national average 


3.8,and on that basis Mr. Massey stated that he was 1 or 2 ears she 


The truth of the matter is that it would have been impossible for t 
Dalla zone office to have a \ idea as to the national average 

February 10 because those figures do not become available to Genet 
Motors or the Buick division until about a month and a half lati 
( there, and M 


1 
+} + ¢ , 


re must have been some misunderstandin 


SO that he oF 
Massey later acknowledged that he did himself not know or did 
receive the information on the January performance until about 
days after the close of that month. So t] ‘re must have been 
loc: | figures used, Senator. 
Senator Monroney. Well, t! is was elven to him apparently by M 
IX Ip, is zone mal iver. 7 
Mr. Hursraper. I would presume that those would be some | 


registration data that could have been eained or could have been | 
Hy thei ». but t , yNolnt I am trying to male is that Mr. Massey 
performance was not decided on a l-month operation. Hi 1 
formance in these 8 vears that I have pointed out was consistent] 
what I think we reasonably would say was a subnormal performan: 
Senator Monroney. Well, did I understand you to say in answe1 
Senator Payne’s question that those who are below average are 


4 


ect to criticism. subjec to i tice of poss ble loss of frais hise 
later on if they are still below average subject to termination ? 

Mr. Hvursraper. I do not know that you would say criticism, Se 
ator Monroney. ‘The figures are used as a vuide to determine how t 
dealer is doing in relation to the other dealers in that area. 

Senator Monroney. The national average or the local or Stati 
average ¢ 

Mr. Hursraper. In this particular instance local figures are use 
with the other dealers. 
to determine what the market 
potential can be, using it as an average. Here is a dealer who for 
straight 280 Buicks against a possible potential of 45! 
in 1954, 305 as against a potential of 445, and again in 1955, 332 
against a possible potential of 482. I think there would be a reasona 
ble assumption that there was a dealer who was traveling belo 


Those fieures are used as a cuide 


) ~«¢ 
straiolht vear n 1953 


ds 


average. 

Senator Monronry. Is this the possible potential according to th 
zone ¢ 

Mr. Hursraper. Yes. 

Senator Monronry. According to the general idea of the loca! 
people or is it the zone man’s potential ? 

Mr. Hvursraprer. Those are actual statistics, Senator Monroney 
using the zone-average percentage against the market that exists 1 
Beaumont, Tex. 

Senator Monroney. On this below and above average, it seems 
little friehtening to me that averages being what they are—if vo 
strike an aver: ve there are COINg to be some above average and som 


below average—about 50—50—because it is an average figure. he 
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his rule of threat of termination or termination applies to all those 
are below the average, then haif of the dealers will continually 


11) jeopardy. 


Vir. Hursrapver. It isn’t a constant threat of termination. It is used 
mien uring stick of pr rforinance, | LV. NeaAIN. Senator, that he 


1 1 


+) dealer who Was Consistently helow. lle - iowed no parte ul il’ 


provement, not on the basis of 1 month, but 3 strareht vem 
Senator MONRONEY. According O VOU Zone manager's tlinate oOo] 
potential of that market. 
Nir. Hursraper. No: the acti ecistration lores mM that market. 
Senator Monronery. Mr. Massev w: ucceeded, L believe, by a frai 
ed dealer called Hiubert Little. “Now at last a volum 1} 
in Beaumont. UTubert Little Bu c will 1150 Buieks in D 
’ est Wiicie Li t \ t |< ~ eVe] 1 » 
il with Atv. Litt Open 1H) 9 p.m. Tf rt Litt! is opened 
j K (re) VY W1Tn th policy vol t nad ry \ \ 1] 
Ee} i} ra) 117 = 12 Q? our | | . Lie 1] 1 I © 
it] prot per car, make his pr Hit on high volume. More Buiel 
this ever before In Beaumont. Littie will sell 150 Bu 


ell ber. Ile wants everybody inthis area to drive the best puck ye 


: Ore ie hial @ wid, raney, and Zit VY. lve 1on gy, lo VV, tel 
’ 4 : 7 : 1 ’ }° . ’ 
DOU ervice ¢ Little beheve HrmMly ervice after 
1] ak Nani f tt) . - 
ii recelve ecxcelient Care TYrom one OT tn illi U isUICK GC} 
n the Southwest.” Mr. Massey who spent 25 vears with Buick 
1 . I 4 1 } 
iced with this ope ration. i donot know whether they reached 
{ I> alo .* . , | oe tT ‘ } ! 4 4 a , } 
) Buieks in December or not. 10 mignt be 1} resting yor tI 


] 


f they did. Do you have any idea ? 
Mir. Ht Si ADER. | do not know, sir, 
ator \IONRONEY. You replaced Mr. Massey wit 1a firm largely 
ed by Motor Holding 0., did you noi, whi h ISB a SUDSIGLIATY OF 
eral Motors ? 
Viv. Currice. Motor Holding is a subsidiary of General Motors 
tor Monroney. Was this firm financed by Motor Holding? 
Mr. Florsraper. That is right. 


d= 


tor Monronry. Mr. Massey was not. Tt was local financed and 
had to eall on the factor) for h Ip In finaneme, is that 1 
Vir. Horsraper. That is right. would like to read this not 
Uy, Senator Monro e\ Mir. Massey made the statement 


his understanding that the newspaper advertisements of Hubert 


e Buick Co. were made up by Motor Holdings Division of Gen 
Motors Corp. Mir. Li tle operates his OW} denlersh Pp and t! ese 

rtisements were handled by himself with an i. depende) { aavel 

o agency, 

Senator Monronry. Is it true that the letter under date of March 2, 
Dod, signed by Mr. H. A. Kemp, zone manager, which Mr. Mas e\ 
iS required to initiate, is almost word for word, with the except ion of 
few additions, the letter referred to in the Automotive News of Octo 
*25,1954% TI wonder if the Automotive News story of that date is 
rrect. If you are not familar with it, I eould supply you W ith the 
lotation from Automotive News. This was a letter that was sup 
ed to have been sent, according to Automotive News to betw en 
and 10 percent of Buick’s 3,500 dealers. Most of them happened to 
© in smaller towns or surburban area. The Automotive News quoted 
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the sales mal ager, Alred I, Be Ifie, in defending the policy of the u 
of these letters as follows: “We fee] that this Uy pe ot letter whi h 
bee use for m iny years Is sound procedure, efie ting a mutual 
derstanding with our dealers for the improvement of sales and servic 
to their Buick customers.” It furthe quot sa Buick spoke hia 
Saving that the deficiteney letters were sent at fi inchise renewal tiny 
to deal rs iwking sery ice ‘ veneral facilities, capitalization, and oth 


. ’ . 1? 1 
aspects of the busn ess as Well as sales. It 1s eenerally assumed th 


this was rather a broad side, direct mail notice of pending executio 


hat was sent out, in which the sales manager says it 1s a rather custo; 


i 
y iy Oo doing business and seems t ) approve of it. 
As I understand it, there was no fault with Mr. Massey’ shop « pera 
tion, or his standing in the community, or any fault with lus operat 
ovner tf in Sai 
Mr. Ilursraprer. Well v0 r back to t I t part of ye ir questi 
oe tor, I would like to s { t article, if LT may 
Senator Monronry. This not so subtle use of the selling agreement 


{ 
. Fe ()” r | 
- reported by tne \utomot VE Ni WS ot October 25 1954. Lhe LEXL ¢ 
i . 


the letter is as follows 


Your attention is directed to the provisions of the new form of Buick selling 
agreement herewith tendered to you for discussion as regards the obligations 
») be discharged on your part, particularly inasmuch as you are not abiding by 
of these obligations at the present time 
This deficiency is your failure to properly develop to seller’s satisfaction the 
sale of Buick motor vehicles and chasis in area described in paragraph one of 
the selling agreement being tendered to you for execution today. For reference 


refer to section 25, paragraph B (2) of the terms and conditions booklet 


- 
f 

The new Buick selling agreement is being tendered to you for execution at this 

Motor Division in consideration of your representation that you 

the above deficiencies in your operation as promptly as possible 








you fail to do so, we reserve all rights under the Selling Agreement to 

ch action as might be indicated 

s connection this action would be a recommendation to our central office 
n Flint, Mich., that we do not offer you a Selling Agreement following the ex 


piration of Selling Agreement being tendered to you herewith 
So that there may be no misunderstanding of your obligations and of the 
conditions on which the new Buick Selling Agreement is being executed with you 
will you please sign and return to us the attached carbon copy of this letter. 
Very truly yours, 
ce VA he VWanade ) 


Commenting on the above quoted letter the Automotive News 


learned that Buick had submitted the new agreements had followup letters to 
between 6 and 10 percent of its 3,500 dealers. 

We wonder as we see these things transpl ing and we are hopeful 
of a new day in dealer relationship—if the mass execution of 6 to 10 
percent of your dealerships by form letter will be a part of the new 
policy, or 1f you are abandoning that to where the dealer—certainly 
one with a 25-year record with Buick—would be entitled to more 
consideration than that which was given in not only this instance, 
but in many cases if Automotive News was correct on the numbers 
of such notices of tentative termination that were sent. 

Mr. Hursraprer. This letter, Senator, was a letter that had been 
used, but as Mr. Curtice referred earlier, this has been discontinued. 
However, in the case of Mr. Massey, as I have endeavored to point out, 
here is a letter that was sent to him November Le 1953, which pointed 


out to him the lack of performance that Was achieved in that dealer 
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py and it was an effort to bring to his attention the market pote 
in that territory and was not a parth ularly summary action on 
» part of Buick Motor Division. However, as I say, the use of thes 


has been discont nued. 


sSenatol MoNRONEY. There will be no mas Ss operation. There 
operation, wasn t there, on this type of letter / 
Mr. Eh rs er. IT think Buick sent out quite a nun ber of the 
i situations where they hac be 1 cise ussiIng’ the ll divid ial Sift 
th the dealers who received those letters. 
senaLol NIONRONI nia And i Was veneral \ i Torm letter That we 
percent of your 35,000 dea aie or 6 to 10 percent, 1 t 1 
Mir. Itursraper. After they had had discussion with the di 
Senator Monroney. At the zone level. 
Mir. Hursraper. That is right 
Senntol MI NRONEY. But the dealei has I » cl ice to dis wl 
liculties he m rht be having in relations lip tot e zone Manavel 
it time with anyone in a policymaking position regarding the 
t the | iiquartel level, until the ew policy was a O 
Mir. [LUFSTADER.. Oh, he had le Opportunity, yes. He could I Ve 
that with the regional manage) eneral les manager, Mi 
the general sales manager of Buick. He had full opportu 
( {it tie o cle red 
‘‘ tol \ ONRONEY. Lf he was in jeopardy, though, wit! h CO) 
t would not have been very good for his chances of renewal 
1 the zone manager had the. jor say, to have availed himself 
il Opportun C\ and gone over the ZOHKEe Manav I's head. 
p livursraprer. No: he had a full Opportvunlly to do that and | 


ud say that it woul | have been decidedly in his interest to have L 


rank discussion. I am quite sure that a number of them did 
tol Mi NRONEY. Llo W nal y do you recall did go over the heads 
ne managers while they were still franchised dealers or until 
f termination had actually been received ? 
Mir. Tivsraper. I could not document that in answering you imme 
y, but | am quite sure there were a few. 
Senator Monroney. I think the thing that is so important is that 
\I ev Case and others we have heard demonstrate the need fol 
\ oom : cha a 
u have announced: a vice president in charge of dealer rela 
nyc If t] .IC He , here the ‘an be he; 1 jndene wnt 
Ds. there a court where they can be heard, independen 


one or sales executives in the area and even the chief sales execu 
I think you would allay much of the fear of the economic death 
liy that can come from the os of a franchise at the will 
one manager, who may not feel that the dealer is getting a suffi 
percentage of price ¢ ‘lass. 

LI] over the country we hear this came comp ylaint that it is the 
| executives representing the factory that give the dealers this 

r of impending doom and no chance to appeal to a higher body 
is interested in the gene ‘ral re re ition, the veneral reputation, 
tiie general success of the dealer body throu ehout the United 


Mr. Currice. But it is obvious to me, Senator, and I think it should 
to you, that here was a man who was notified by the letter in 1953 

is tyes, 1953. The record shows that for 1953, 1954, and 1955, that 
penetration of the market that was available fo: the aiciniel that 


13458—56—pt. 1 16 
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he was offering for sale was substantially, not just below, but subst 
below the performance in the zone 
| in’t believe that that man didn’t have access —— remional ! 


ager Al d the or neral sales manager before any fj al ¢ lisposi tion ot 

case was made, and he still had the opportunity of making an appt 

the dealer relations board which he appare ntly elected not to do, 
Lu e was one of the cases that was heard there, 

Senator Monroney. Well, from my experience in talking to ft] 
nas oO de: ler . there re ly parently very few live dealers who 
take their case to this board. They figure the court is packed. T] 
cure that the zone managers are the prosecutor, the judge, and 

jul 

Mr. Currice. Well, tha not t ict: no, su 

tor MoNRONEY. Well urse, I am not tt ig to say that 
I 1 just trying to repeat that which I have received from t] 
or dea the npression of what it Is. 

MM { (URTICE. [ would like to let you be the judge. Now wha Wi 
voudo! Youare ‘acturing a produ hat is highly accept 
the State of Texas, 01 vy the State of Oklahoma, because that 
} Cit Oo Vv 

Senator Monroney. They vote in Oklahoma. 

Mr. Currice. Let’s say Oklahoma. This fellow was doing 60 
65 percent of what the Oklahoma City zone performance is. Wot 
you o_o he } rited the continuation to hold that franchise ? 

Sel ion NEY. | would first ask: by whose figures, whether 

he zone manager’s figures of what * bei ins done. 


a 
Mr. Curticr. No; there is only one set of figures in this, how mai 
cars in the same price class are being sold in the zone and in his par 
icular sphere of influence. 

ena ae Monroney. Well, would you not say, though, Mr. Curtic: 
that it would not neces arily be ex wtly how m: ny ears th: it were being 
sold, but how they were being sold—whether they were being sold by 
blitz methods, such as the various types of advertising his successo 
, or whether they were being sold by the dealers in the legit 
mate, traditional, character-building method that in the past h 
marke d al tomobile mer ch an dising ¢ 


Now I have talked to dozens of your dealers who have received let 
ters that I wouldn’t write, from your zone managers, because the’ 
weren't first in the pi ice-weight class in the Ford-Chevrolet month]: 
derby. Obviously Ford and General Motors dealers in the same tow! 
are not both going to be first every month. Whichever one is first may 
get a pat on the back for he Iping x to catch the brass ring for that 
month. The other guy gets an insulting letter from the zone manager 
because he is not first. and we _ ave this merry chase going on. 

When you figure a averages, you take in the best and you take 
in the worst, and you takein th e middle, and the aver: we would be th 

iddle. 

Mr. Curticr. This yardstick is just average, you see. 

Senator Monroney. But you can’t eliminate everything that 
below the average, because then your average penetration will jum 
about 50 percent up. 

Mr. Currice. But the performance is iinportant both to the dealer 
and the factorv. 
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Senator Monroney. But isn’t the method of sales, the manner of 
les important ? This particular case I was telling you about in 
Mlorida, the Chevrolet dealer who got these Seales letters, was a 
d generation dealer, one of the first men to attend your Detroit 
hool; a man who told me he would whip anybody who ever said 
ing against Chevrolet, he was so imbued with the traditional 
rit of Chevrolet and the factory. After this madcap race started, 
ook every car that he could get from the factory to sell, and he was 
not first in his price class because his Ford competitor was get- 
¢ cars on the bootleg market and was registering them in his county; 
consequently he wasn’t showing the penetration of the market to 
it Ford. He was helpless. 


lers in Miami 


he said, and he told this group of some “a dea le 

“Tam going to be the best damned bootlegger in F ies, I am 

coing to get this kind of letter any more, because oe peace of mind 

vorth something. Iam going out and buying them. If the factory 

‘t sell me those cars, Lam ¢ ying to get them som plac e and I am 
o o sell them.” 

He is not getting any more letters but he is ju Ct encouraging , 

lding up of bootlegeing because of this very pressure. It is not 


olated case with Mr. Massey. Mr. Massey happens to be o1 
e few that is willing to risk well, he has nothing to risk now. Ile 
dead duck anyway from an automobile-selling standpoint: but 
n who are still in the business want to be sure that there 
4 dy hag ie when they tel] you of those problems such as th 
1. Florida related to me, and later had the courage to read 
etter to the group. 
iw the General Motors stationery ae I saw the signature, so 
yw that it isa kosher letter. And what I am trying to get at, and 
s just history, and I am not trying to involve recriminations of 
past. But in looking to the future on this new dav of dealer 
nships and the quality dealer program, whether these dealers 
oing to now have the right to come to this new vice president 
irge of dealer relations without pen: alty, sgt fear of subse 
nt trouble with their zone and district offices; they are going 
ve an open day in court without preju Draenei future co mtinua- 
is General Motors dealers ? 
doesn’t work that way, may I humbly say that you a 
gto have an extra guy on the payroll. If it ieee and I think 
int 1t to 
Curtice. If you leave it to me I think you can rest assured tha 
ing to work all all right. 
senator Monronry. Do you mean that there will not be any zone or 
trict or even national sales managers allowed to take reprisals 
unst dealers who take their case to your vice president in charge 
f dealer relations ? 
Mr. Curticr. IT am not aware of the fact that any reprisals have 
een taken. But I will say that no reprisals will be taken. 


> yrvct 
SS tile 


senator Monron? Ze That. I think, is the major thing that iS so 
necessary. Because if you can relieve the fear of arbitrary cancella 
| vhere the deal er, at least thinks he has ho apper ul, then vou will 


be taking a great step forward in eliminatin ig one of the malignancies 
thot 


it is growing up in this business. 
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Mr. Currice. Well. I think we have eliminated that and also lh 
is the umpire hat we are setting up to hear the cases, complete] 
separate and apart from the dealer organization or the manufacture 
He will hear the case and adjudicate lt. 

Senator Monroney. That will be on termination. That will 
different from your vice president on dealer relations. 

Mr. Curricse. In all of our agreements, except the imdefinite acr 


ment, the termination IS TOP Cause only. Lhe cause of terminati 
would have to b supported bei re this umpire in the event the deal 
elects to bri mY His Case before hu a Beyond that. he has the recoul 
of hi OUTLS 

4 tor Monroney. Well, I want to get to that 1a minute, be 
I think that is a very, very important statement that you have ma 


and I was hopeful that that would be true. 
Mr. C URTICE. ] would | ke to Just add for the record and for VO 
information that when I was before the other subcommittee, chair 


maned by vour distinguished associate, Senator O'Mahoney, and | 


. : © oy a oe ae 
announced the 5-year agreement, L also canceled all deficiency letters 
1 } } : ° 1 ] . 4 ! . 4 
which had been sent out by any of the divisions to any dealers at th 


time,so that they no longer area part of the system. 
Senator Monroney. On the estimates of production, which I th 


t ] . > - Ps l 
vou properly sav must be made by the factory long in advance of wl | 
J : ; : ; 
the ciealers Can see 

Mr. Currice. That is mght 
rm) : P ] ] he i] 

Senator Monroney. The factory. of course, then would realize tha 

of 47 } aia, ie ee . . i | 

if they make a mistake in calculation in overestimating the marke 

4 at | 1] | : 14 1, +] f : . : | 

the dealers should not be required to absorb the factory's mistake, sine | 


v had no part in fixn Y that estimate. 
} ! } 


Mr. Currice. We don’t ask the dealers to absorb the factory s ny 


ator Monroney. In late 1954, there was a considerable dumping 
at the close of the season, was there not? I don’t know whether Ge) 
eral Motors was involved or not. 

Mr. Curtice. I don’t think so; no, sir. 

Senator Monroney. But the dealers received a very great numbe 
of unwanted Cars at the ( lose of the season atter the model change 
had been announced 

Mr. Curricr. That was not true in General Motors. 

Senator Monronry. You have been able to regulate your pi 
duction ? 

Mr. CURTICE. Yes: and at the end of each year our cleanup has bee) 
very, very good, exceptionally good, considering the level of produc- 
tion and sale of our | roduct. As a matter of fact, we were short of 
cars, of the 1955 going into the 1956 season. 

Senator Monroney. It does present quite a problem, because there 
ger of undersupply to the dealers as well as oversupply. 

Mr. Currice. Yes: and we have now said that heretofore we have 
had an allowance of a rebate of 4 percent on any new cars of the pre 
ceeding model on hand at the time of introduction of the new models. 
Now Wwe Say any hew cars ot the preceding model on hand, they will 
havea rebate of 5 perce} a 

Senator Monroney. That is a very fine policy. I hope you wrap 


your arms around the dealers who take it. Again, from the experience 


ean he d in 
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hat I have had in dealer contacts, the dealer feels that he had better 
load that car at some price or other, with profit or ho profit, rather 
in offend the zone or sales manager by having ears which the factory 
strebate him for having carried them over. 
Mr. Curtice. That is one side of the storv. The other side of the 
tory 1s that our de: alers cannot be w ithout 1 er handise to sell, U! 
et omp le te ly oul . their situation Is ve ry | ad for any pei iod ot time, 0 
isade licate p yroblem, - I think that our record is by far the best 
e industry. Itisun isually oood, in that we have beer ible to ¢ 
itt the fi inal P roducti m schedule for the vear is made 3 mont 
‘ore the cars are fi nally produce a. the last ones. To clo that a 
e the estimate of what is YOING to be the market that ir In LaVA 
ery, very delicate subject. 
| think we have mastered it better than anvone in the industry. 
Senator Monronry. A lot of dealers, I think, like to have a sufficient 
ventory in the cleanup period to advertise leoitin late bare ins A 
t of automobile buvers wait for the change in the model to pl ‘k Wp 
reain. So it is not without tS mie rchandising p ssibilitie . f the 
lealer is not overloaded in his inventories at that time, so that it results 
( stress selling below normal good bargain opportunities. 
Mr. Courtice. | think we are more eager than the dealers to 
mata low point so they don’t have a carryover because we want the 
t placed on the new lines which we are just introducing. 
Senator Monroney. I don’t want to hog this interrogatior 
Senator Payne. I can realize, Mr. Curtice that your natural des 


a 
| be to have the closeout of wey old and the introduction of 


7 
have 


| y come just as simultaneously ¢ ; possible so as not to anc ir 
inging over and crowding into the : accept: ability of the new models on 
irket. Every old one that you sell of the preceding year, as you 


ee thi new ones, probably n eans tha that fello \\ staken off the 
cet of a new model car as the new model comes in. 
Now let me Say he re that | think you have (| mea tre mend us Ob 


‘good in your dealer relations. Iam very much impressed with 
inv of ove changes here that are being brought into effect. L think it 
ition to your dealers, and I think it is going to make a 

hap ae relationship between the factory and the dealers in the 

e course of operations. 
here is one thing regarding these zone managers—I am sure you 
ll as some other officers of your company, would agree with me 
wouldn’t do anv harm for some of these zone managers who 
ion what they believe to be = theoretic ally a potential, and I 
not going to argue about that, it wouldn’t do them any harm to 
and stay with a dealer for aa 6 months in an area and see 
much he produces of the sales that he says is the figure that 
y Jones or Tom Smith should be producing. Some of those 
ws never actually have been up against the hard, rough-and- 
mble game of selling an automobile and creating the market for it 
They do it on theory, but they have never been up against the rough- 
ind-tumble game of competition. 
Mr. Curricr. Well, we have some of them who graduate into deal 
ips and put their own money into it. 
Senator Paynr. You mean eventu: ally they go into the dealerships. 
They don’t come from dealerships and go to zone managers. In most 
ase they go from zone manager to deal erships? 


1} 
| 
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Mr. C ick. I think the majority of our zone managers have 
sometime has in the retail business, they have sold at retail, but, 
course, they weren’t dealers because they —_ In’t have at that stag 
of their lives enough to set up a de: alership, | uut I think that in son 
if not all of the divisions, they desire to have district managers a 
Zone managers who have had some retail selling experience, and as | 
said before, we have some of them who make application and 
granted franchises and prove to be very successful dealers, so 
wouldn't Say that t they all couldn’t perform. 

Senator Payne. I wouldn’t say they all couldn’t, but I have 1 
into many of them whom I would challenge. 

Mr. Currice. Well, I would suspect that would be true in any 
You have some that are good, you have some that are better. VW 
have some dealers that are good, we have the better ones and we ha 
the substandard ones, and I suspect that that is true in our persom 

That is why I made some reference in my remarks to the fact t] 
we have to deal in the same way. There is the term consideration a1 
the performance consideration. The enn the employee, if 
isn’t performing, he is talked to, he is given the op portunity to me! 
his ways or to improve, and if there is improve ment, then he has co! 
tinuing opportunity. 

Senator PayNe Let me ask you this and then I will be v very gla 
tostop. Mr. C urtice, is it the policy of the company to pay zone mai 
agers a bonus on volume ? 

Mr. Curtice. No, sit 

Senator Payne. In other words, no quotas are made for zone man 
agers and anything above that they get a bonus? 

Mr. Curricr. No person in General Motors is paid a bonus on units 
They have a salary that is considered to be commensurate with 
responsibility. 

Senator Parner. In other words, they are supposed to produce for 
you ¢ 

Mr. Curtricer. That is right. 


Sentor Payne. And if they don’t produce, they are brought on thi 
carpet, too. I am not saving that in any way disrespectful becau 
that ls business. After all. if you have somebody who 1 Sa Wel?g! 


around your neck, you just can’t continue with such a situation. 

Mr. Curricr. I have often thought since I answered a blind ad a 
secured my first job with the Champion Ignition Co., which lat 
became the A. C, Spark Plug Co., at the age of 20, that I should delivei 
to the best of my ability on that assignment, and from that time or 
every other assignment that I ever had. I believe that that is a good 
gi for all to fe yllow. 

Si r Payne. Otherwise you don’t belong with the company. 

Mr. C urticE. That ade 

Senator MoNRONEY. gone Potter. 

Senator Porrer. Mr. Curtice, are your production schedules based 
primarily upon the estim: va s made by the dealers as to the prospectiv: 
sales / 

Mr. Curricr. No, we take the projections of our dealers into coi 
sideration, and we take the projections of the zones, the regional, and 
our own pre ject lions, 

As a matter of fact, usually the dealer’s estimates are far higher 11 
the a ocrecate than are the other estimates. 
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Senator Porrer. I was interested in the comment you made con- 
erning the possibility of what might happen if you required your 


= 


alers by either your — ise or In some type of a contract you 


equired them to take so manv ears a vear or whatever it might be. 
hat has been suggested, but it tis work as a hardship on the dealers 
emselves. 
Mr. Currice. It would be a very great hardship and one that they 
id not live 7 for a period of time, because ho dealet or group 
dealers would be able to say for the year of 1956 I want to buv X 
unber of units pot only that many and no more 


Senator Porrer. ] would assume from a manufacturing standp 

t vou run into a problem as to stvles and models. 

Mir. Currice. Yes, because there is a fluidity in the habits of the 
ng public. 

senator Porrer. About the time you think they want pil kK. they 
f orange, is that right ¢ 

Mr. Curtrice. That is right, the combination of the particular body 
le, the particular series of car, and the paint combination, the in 


or appointments, with or without automatic transmissions, all of 
se new improvements such as automatic transmissions, power steer- 
y¢ have come into being in the postwar period, offered at the very 
nning on all ears that offered them, and General Motors pioneered 
the automatic ag age wa the only company preducing 
prior to the war and the only company producing them for a 
tmany years postwar. They We re offered as « pt ions, noi standard 
ears, and as the public demand reached close to the 100 percent 
many of our cars now are standard equipped with automatic 
missions. However, we still] olfer them in our lower priced lines 
7 optional basis, but the percentage increases each year, But no 
iat the beginning of the vear say exactly what that percentage 
ing to be for the entire year. 
Senator Porrrer. I know there has been testimony before the com- 
ttee from dealers that in order to get a certain kind of a car. a cei 
n style, they have had to take stvles that they did not want. Nov 
th: ut condition prevail and if so, what is the reason for it / 
\ir. Curtice. In the first place, I do not think that condition pre- 
I later develop in my prepared statement that we are going 
ke every effort to make all of the cars available to the exact 
tions. Sometimes we can come close, there are material short- 
ere are many causes. The car may be already scheduled for 
y at that time and it is not exactly we had trouble getting 
i glass in 1955 for the windshields. We offered them in 2 kinds, 
e clear and the other is the “E-Z-Eye” glass. We had a shortage 
on and maybe the car was orde red one way and it would come 
he end of the line the other w: ay and it would be shipped to the 
ler. We are not going to ship that car to the dealer without first 
ng him the opportunity to say that he wants it with that shght 
ation in his specifications. 
enator Porrer. In other words, no cars are shipped to a dealer 
less he orders them ? 
Mr. Curticr. That is right. 
Senator Porrer. There has to be an order. 
Mr. Curtice. Oh, every car is ordered and has been. 


t} 











“~ tor | ry I pre et t order 1s a speeln orde} for a Spr 
pe ¢ tutomobil 
\] ( | Y ¢ | 1 itions, and as I ivy, there hay 
! e ce iT1O We ar t going to p l¢ wwIONS nm The 
rut ( ( tne deaiel G3 ll take the rthat way. He may 
He} t to e the car come exactly to his full speeil 
‘ ‘ ? ‘ oOrciel 
- |? (>t « = | ] 1 dade to iv ft t I. too. want to 
) ( ( mir ¢ MANY has 1 ken 
’ r months t ird a better understanding between th 
d the deal dad particularly for your appointme 
f Mr. Wil t irge of dealer relations 
\] { | | \ 
S P HH rd newulshed Michigander that I 
) tii ( | ‘ I yrviaaie f Ile has served in 
c acl ead of « ( oO} So that in excellent 
i t \T ‘ \ We are olad tO i \ l i { it the dealers 
ad oet } qd nada me wd 1 ne { it vou W Iw I] isl 
Ou olou | ( } 1vel 1} x iwithou ippt Ling 
‘ ' ) 
\] ( ! We ve pl ton ce one otf t e available too 
Senator MonrRONPF) L have 4 ifraid someone would disqualify 
me o committ be l | m old-t ) l and still like and 
{ 17 
\] (‘ry } () » TK re ry le do put bh lane hot ~ popular as 
yne oT the oft er colors . 
senator \Ionr NEY. It reserved iol hearse and funeral Cars ant 
Old Sse t C 
\Iy { I ( \fy ( e] 1 : 3 {? i vy reve <P t If. 
Mavbe the cars of next v ! ont have quite as many different colors 
Senator Monroney. It 1 t be one terrific production problem to 
vet he ce} e, favender. and iil it to come ou il th me time the 
| I . 
Mr. Currice. Besides all of the mechanieal optional features that 
Wwe LVvE d the interior ant 1 ts. these additional color combi 
tionc } have become ry popular make the disti bution prob 
naverv col plex o e, Ho vever. we nt » working very cvoressively 
rt if 
Senator Monroney. It is another reason I am glad I am not In the 
1 (>) Ve msines 
Vin (CURTICI Yo aqant ft ] 1 better bu senator. 
Senator Monronry. You in polit re sate 
(roing | z » your stat e] n page 6 vhere vou say al the top 





By e of f < e dea hip—th nvestment remains rea- 
sonably stable In the normal business cycle it should fluctuate only with 
expansion and growt Hence it is reasonably permanent, capable of liquidation 
vitho undue loss if established on a sound basis initially and if its value is 
properly reflected on the book In other words, the franchised dealer has the 
normal investment risk undertaken by anyone who enters into a business for a 
TY) ’ 
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I would like to deve lop that a minute because It Would seem to e 


that, the dealer being, as you well state in your first part, a Tactory 


representative and tied to one line as a tranchised dealer, when that 
I iunchuise IS terminated the deal ris the victlm oj] i SSOr iho} 
vera long period of time im w! Ch he cannot Oo right acquire mothe 
rency, particularly if he has that mark « hi OF ihe Db 
erminated by a leading automobile manufacturer. 
Nun 1» LWo, the TesSLUWOny ¢ fF NT \} Vo. Vou Pont cit r. al 
\I Wvinan oft Vern 1] on. Ss Da Ew Re Tal \] tol Cit ier, | 
0 of ppror ul of thi ucceeading dea ead 4 LOT Ul 
if Vere Is OVE \ { ‘ ild ] \ ed 
e zone ma er not ve | ( ( ‘ ( 
LilADL 
( ( ? le ( ( { 
rrTiey ( | ( 1 
\ CWURI I i } 
! ( \ i it ( »} 
( ! ( } \ ‘ 
ra re 1 ( au { | 
Olt nda | } ( | ( ( 
\ (Dnt ( j { , ‘ 
{ i i 
5 Ol Vi | ' i} ( pre ited | \ 
( I ° No l t We { 
or MONRONI | cl ( 
ou wil! frat e. But tha . e veto of 
( Ve ' ‘ ‘ © \j ‘i ) { ) | 
t i i | iit l j ‘ ) 
I De ( l ‘ ‘ | ( 
\j ( rick. I de ot kno it the ( ( ‘ 
oa L. 1) Ou KO r f 
Vil Ht hsTADER, VO | do not 
Mir. Curtice. B l would v tha ( ( ( 
\ } Vv. } ‘ ico] 11] | } | ( ) ( oO P¢4 ry? 
ae that it e OW tive property that ( Is ) ( 1ST) 
ll either arrange to get him a buyer for it, to get 
g in that, we will buy the property, take it off h inds at at 
rtial appral al. Chat would not iv book value. | it would 


hat the market 1s for the property and [ am sure that 
Senator Monronery. You have a policy of takine ot! the parts no 


his a greater extension backward of obsolete parts. 

Ir. Curtice. We have always taken off the parts. 

Senator Monroney. And the tools you have included in tl 
ivreement. 

Mir. Curtice. Yes; we have always taken them. 

senator MonRoNEY. But these two cases both indicated the loss of 
as Il recall it, twenty live to fifty thousand dollars. 

Mr. Curricr. They may have had someone who was willing to pay 
them a premium, but if not acceptable to the division as an operator, 


T 


LO he the new dealer, they could not possibly he accepted he¢ suse the 
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division, the fact must have the responsibility. That is one of 
the three respons ‘bilit ies that | eae jag was the factory responsi- 
bility to seleet and determine who » hold the General Motors 


Senator Monroney. Certainly you should. As you replace a dealer 
rmine whether he is 


t a nev one. vou should } ive the rieht to d t¢ 
{ proper person to represent your product in that locality. No one 
i A . . 


Mr. Currice. That is right. 
Senator Mi RONEY. But im these two cases as I recall it, and par- 
ticularly definitely in the Wyman case in Vermillion, S. Dak., we had a 


buver who was a successful dealer for General Motors in another area. 
ile was ready, willing. and able to buy at a better fieure, but Sooke 
of what appears to be a stranve, Cay ‘iclous desire on the part of the 
ZOHe Mahnaver, he was LO} ullowed to onsummate that deal. He 
i uly id to take another deal that was far less advantageous to him 
to get the new franchised dealer to take his property off his hands. 

Mr. Curtice. Not at any loss to hin 

Senator Monroney. Let me ask you another thing I haven’t heard 
this spec tically on Get eral Moton a but on the vast amount of reports 
on the condition of business the financial statements of the dealers 


the word has come to us In several cases that the prospective buyer is 
viven access to the financial statements of dealers before the trading 
or the sale of the agency eOimns. He also is o1lven all ot the informa 
tion that has been furnished by the dealer when he was a franchised 
dealer. Now there is a good deal of dealer complaint about allowing 
nfidentia! financial statements made to the factory , to be kicked 
to persons who would have access to them in the purchase of 
their place on liquidation. 

Mr. Curticre. The financial statements submitted to the divisions 
of General Motors, to the — | Motors distribution staff are for 
confidential use only. The only time that we have disclosed any in 
formation publicly from those was before the other subcommittee at 
which time I felt it necessary to pol nt out the results of the oper itions 
of our dealers in the véar of 1955 because the results of our dealers 


/ 


{ 
} 
around 


seemed to be « onsiderably at variance with reported results of dealers 
is a whole in the automobile industry. 

Senator Monronery. Going back to this liquidation again, would 
the new vice pres dent in charge of dealers have a part to play in diffi- 
culties Ink liqu dation of a dealer who has been canceled ? 

Mr. Curtice. He will have a part to play in listening to any griev- 
ances or having al \ discussions with anv dealers who desire to bring 
to the top management of General] Motors any problems or Imaginary 
probiems that they may have. 

Senator Monronry. And will be able to bypass the zone sales 


Mr. Curticr, That is right, he will operate completely independ- 


ently of the divisional v vholes: tle sales organ — is and the vice presi- 
dent in charge of distribution staff, s hat he is over here, not 
administrative, he has not the solast a taka usennad bilities. He is 


the executive vice president of General Motors to channel the com- 


munications from the dealers directly to the top management of 
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Senator Monroney. He will have your confiden eso that when they 


talk to him they are talking to you. 


And the dealers will feel confident when thev go to him that there 
il be no books kept. down with the zone man wer, tO Say this guy 
1 traitor tothe fraternity. 


Mr. Curricr. That 1s correct. 
senator MoNRONEY. Because on that relat OnSIUPp, believe mie, Mr. 


Curtice, and this is just a private citizen that has talked to an awful 


e 1 ] e } i 
it of automobile dealers, hinges the success of your quality dealers 


ogram. That man has ¢ot the key spot. If he is a figurehead you 
oht as well save his salary. But if he is going to have your ear, 11 

3s 7voing to be able to prot et the dealer who cdo dppe il} to him from 
prisals by vour eager-beaver bovs on the zone front, then the thing 


| work and work well. 

Mr. (i RTICE. Mr. ( ha rman, iet me say that iN) Uy Ponting him tO 

s oflice, | removed him from a pretty important assignment as vice 
sident of the corporation and general manager of the Buiek Divi 
which is one of our very it iportant divisions. 


( 


Senator Monroney. That is your own division 


Mr. Curtrice. He wasn't a figurehead there, and I am sure tl 


lat he 
uuld not have consented to have moved from that assigniment to one 
ere he would just be a figurehead. On the contrary, I expect him 
lo a very constructive bit of work in our dealer-relations activities. 
Senator Monrongty. W ould the problems of your dealers and their 
ict with him assume the same importance as those of Walter 
euther, assume with your vice president in charge of labor relations ? 
Ir. Curticr. [ think perhaps this 1s more important. 
Senator Monroney. The dealers would be very happy to have your 
issurance on that point. 
Mir. Curtricre. And one of the reasons for s (ting up this new office 
that I as president of General Motors have many extracurricular 
iuties today in addition to the normal duties in the function of that 
lice. There are only so many hours in the day, and so many days in 
+] 


week. So he is going to be of great assistance to me and to the 


] 
1ieTrs 


Senator Monroney. I know we are elad to hear that. 

(on page 7, von mentioned the high tooling cost wna the othe ex 
ses. Then you said: 

These can he recoup ad OnLy if the product is properly priced, if tis Aacce | ted 
e public, and if the enfranchised dealer efficiently sells and services the 
uct. These conditions must be met each vear, year after year, if existing 
mers are to be retained and new ones secured. To gamble with customer 
i Lis to put at risk the very existence of the business 

Mr. Curricr. That is right. 

senator Me NRONEY. | ree completely with t] At. but I vould Say, 

en, does not the existence of factory supported blitz advertising and 

retch-out of terms, unreasonable in their leneth, lead to the imperil- 

¢ of the success vear after year 4 

‘ ‘ | 1 

Ir. Currice. 1 am unalterably opposed to unethic 

v kind, blitz gimmick, misleading, deceptive, or deliberately con- 


advertising of 


Over on the next pages there is the statement to the effect that in 
revised agreement there is al clau e setting wth the agreement 
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between the dealer and the factory that he will carry on ethical 
iavert O . . 
Neanator VIONRONE} yi } ive cvenerally had the rioht in your past 
ontracts, To a ipprove of types of advertising That were detriment i 
roodw |. vet. a@aln. vour 74 ive] heavers”’ have encouraged, bv all 
oF the testimony that e have jtound, the tvpes of blitz advertising. 
t heel-and-deal, no money down, 36 mont] to pay, the next pay 
ment on the 4th of July, $300 cash for Christmas shopping, and all 
these ft noes that ive crept into the busy SS, ind we have een no 
C10 » to this good date of the factory to discourage that type ol 
} l on to pe aetril ntal oyp lé | dive} ne 
Mr. ¢ We d quite cover that. I iu nine u 
‘ 1 { 
M RON ¥ ) { 
Mr. ( rl i : to that ( e started our d Ol 
_ f \1 NRON VY; , ers } / We \ ‘ 
TO (i 7 
\l ( | ? il et Limost TO 
( oft rie i@ peo { | 
s\ te NN VEY () ? ‘ tiv Ond YArAGTAI \ f 
, f ! 
] ; 6 j 
No C } 1 ti } P¢ a ! fro 
~ Ti } i rie tT oO ] ( pore es mad 
) e tar ( ita a the I 
| o thi ) ounti I e had doze 
( ] O ! ( \\ 
{ f } ‘ { Lhe re put ) 
out to the ot! leals is t 
C thre 1] ) e S| ( ( e ft ( ive 
\ ! I \ YOUU Or 4 Ca veal 
\\ c ( t ? 1) , { 4 
) | t| 1)! pn ( & Oj le 
\ { ] ( I ¢ "\ I ul ISO 
we rM RONI } er c tol ) 
Mr. Curticr. Yes. no nat 
= LO! MM NI NI Wi Ve 1) ( beet ost coor t1\ VW. 
! SO! { if e now e tO move from Chest hic tr, SU umlined LuLO 
mop les to 1 probiems ot or) wheat cotton, oats ind ull. on the 
floor of the Senate 


Senator Monroney. If you don t have e} ough probl ms one ques- 
tion before we leave that | know the hor orar\ automobil » editor of this 
committee, Fred Othman, the columnist, would like me to ask: 

Is there any chance for the rw ing boards to come back on the 
automobiles? 

Mr. Currice. I wouldn't think so, but I would never make a very 
positive statement that anything ean't happen, but it is not likelv in 
the near term. 
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Senator Monroney. Ordinarily we would meet tl fi 
e are Vot ne on amendment on the farm bill, it | ibsolut 


npossible to get permission to meet, and 1f we did have permission, 


e would be nterrupted to go answer votes On measur mad wane 
e) 
“( e are very reluctant to have to recess until tomorrow M01 he 
10 o'clock, at which time we will meet. Now we have anothe prob 
m: if Senate should happen to meet at 10. we would not be able 
j meet i the caucus room where we 1) id ant) pated meet or. WV 
ves on 2 much better setting Tol General Motors than the si 


ice we have for our own committee 


Mr. Curtrice. This is fully adequate for us. 


Senator Monrongy. Mav we advise you that we will have to set 

Ock the morning. If the sehate is meetine, we will have to me 

O own committee room, G—16. If not, we will m ( hh Chie il 
oom, Which is a setting more nearly appropriate to the magi de of 
e enterprise that you represent. 

Phank vou very much for vour help. 

Mr. Currice. Thank you. 

Whereupon, at 12:40 p. m., Thursday, Ma 8. 1956. thre 


rit ree adjourned to reconvene or fridav. Mareh 9, 1956 
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FRIDAY, MARCH 9, 1956 


Unirep States SENAT! 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACT! 


ICES, 

iF ashington, i 6 
Phe subcommittee, pursuant to recess, at 10 a. m., room G-—16, the 
ipitol, ‘gw A. S. Mike y ed chairman, presiding. 
Present: Senators Monroney (presiding), Thurmond, Potter and 
i\ ne, 
Senator Monronry. The Subcommittee 


on Automobile Marketing 
] resume its sitting. 


ls? 
| he record will show the Withess, the pre ident of General Mi { 
Harlow Curtice, is on the stand 


resuming his testimony uhbcel 
e oath. 


FURTHER TESTIMONY OF HARLOW H. CURTICE, PRESIDEN 
GENERAL MOTORS 


senator Monroney. Mr. Curtice, when we recessed we were dis 
he the difliculties dealers have in liquidation 


when their con 
- } ea ! . 
e bee hn terminated. ANG you were 


testifying that you were 

the opinion that most of the dealers got out rather well with their 
| normal value that they had in their business. 

Mr. Curtrice. Yes. 

wn _ v > ' Yui ot} + } ] 
enator Monronry. Our testimony has not been quite th: 
the liquidation from the dealers, not nece sarily QO] nly W ith your 

ipanies, but with others, in the fact that a dealership doesn’t 


3 ges ca ‘ ; 1] 
O much Inventory; the cat's are il 


Or qd 


have 
\ floor planned They may 


\ 


are written 


usa 
mvVve a leasehold and leasehold improvements which 
n, of course. Usually the Government will allow you to write 
e off in some 10 vears’ time, so your ai value won't 


show very 
i on that. Your tools are used. and also a plant that would even 
be unsatisfactory in its sales 


dn i. n 
esent a business that wil] produce a consid rab 


LO Ue Zt 
e Income to the 
} . ’ . 4 } 1 
‘rator on the basis of the going concern, partially with sal 
rtially with service. 


j 


We had specific ally the case of Mr. Mayo, who was a longtime auto 
ler. He came up through the ranks of mechanic, and apparently 


biti y 
in the testimony—and I don’t think it was controverted—was it, 
itor Payne ¢ that he had won many prizes for the quality of his 
ce, for the amount of service he extended and the reputati 
joyed, because he actually was a hae mechanic an 


by with him, and he was a factory tr¢ ubleshooter on the mechan1 
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il end, and he taught the other dealers how to run a profitable and 
tHheient and elfective service shop. 
| i { Ut { ‘ ( st OOO be wise the zone men Woid 1 
wih to sell to the purchaser tha nted to buv at a figure tha 
resented the true ie of it 
: or Payne. And I think that was what he was offered: wast 
{ 
~ tor Monroney. Y« I think it w efinitely a firm off 
t I beliey iq \ een financed by the loeal bank thi 
! itside financing 
\ inted Ve na the ment in the choice of a dealei hip t¢ 
OOM ur succeeding dealer, it would seem to me that the matter o 
iil .a man who has spent his lifetime in the automobile busine 
na tall lv ] is bul upa Great reputat on as to service 1n the in 
would have some value there as to goodwill. That was th 


point that IT was going all around the barn to bring out: that is. the 


You can pad it up to be a million dollars worth of goodwill or vou 
in eut it down to be lollar. but there is a goodwill value in a good 
Mr. Curtice. Well the point IT made vesterday, and I think our re 
mut. is that I have no knowledge ot any dealers 
been taken out who have | y recovered fully or more so on 
"physical investments, mace up of the properties, the hnventories 
ip they have nad on hand, ind SO forth. 
As far as the COOUW I] tem, transferring from one dealer to an 
ler. that would saddle the Mncomine dealer with a certain 
oOunt of infl ited vestment against which he would have to earn. 

Senator Monroney. Well, don’t vou think there 1s a goodwill value 
for General Motors stock / 

Mr. Curticr. There is a coodw ill value attached to the dealership as 
me « he has tne 7) inch ae. When he does not have the franchise, he 
eesn’t have the goodwill that is represented by the product which 
nvolved in that franchise 
senator Monron! y. But he has the food il] of 25 vears of serv Ing 
people that is going to be picked up the next morning by the succeed 
ng dealer, and under vour proposal there is no value for goodwill in 


the independent dealership half of the automobile, but there is vast 
coodwill in the manufacturer. It leaves the man where, when he 
loses his franchise, through no fault of his own, perhaps 
Mr. Curtrice. It wouldn’t be through no fault of his own if he lost it. 
senator MoNRONEY. Well. could he have the richt to go into court 
ind establish that fact’? In other words, we were talking about the 


good-faith performance. You modified vour contracts now to a point 


here it isnot to the sellers’ satisfaction. 

Mr. Curtice. That is right. 

Senator Monronry. So vour view of the new contract 1s, then, that 
the dealer does have the rioht,. if he has lost the franchise, if his hiqui 
dation must rest in the appro al of your people for his suceessor, then 


he would have the rig tin court to establish whether he actually had 
i loss or not ¢ 


Mi. CURTICE. If he does t feel that he has been equitably dealt with 
V the dadivisiol a] represent itives, neludinge the veneral sales nian 


reer, up To and neludi o the general sales lahnager of the division. 








ONMOBII LARK ( PHRAC ( ‘ é1y 
ol ‘ \ Let Ve it il Ippeal om 1] } il } it 
ad | 
Lilichiecnte 1 i iS ] ented Dy ! { eCTeNdea wv 
, vee | Sof the i1\ 
i tie i that deci IS ne - | 1 recourse 
ie feels that there it the of equit 
, decisions that have been taken up to that time 
Pn senntor Moxronery. There wil! be nothine. then. m the new co 
thiat will fe ree him to waive whiat eoal ) Yhts ti ormally woul 
e under a mutual contract / 
- Mr. CURTICE. NO, Sit. 
Senator Monronry. You see, tn the pasi this “to the satisfactr 
' eller,” the lawyers tell me, and Tam not a lawyer, so T have te 
= ( to these law vei 
Vir. Corrice. [am not, either. 
% Senatol MONRON] eS lt helps a lot hot to be, Ole Hies, doesn t it 
+] Phat he. ina way, has watved his right to go into court. Phey sav he 
evo mto court. but vou can vet thrown riot Out aval a hast as 
vO mM, beeause they Say: * Took, you signed a. CONUACt. You 
2 Ww What you were dome. You were 21. You signed this contract 
ss | you waived all of those rights. You put all of that judement up 
. ie seller” 
ex 


Mr. Curtice. That is rieht,. 
Senator Monronry. Now this changes a 
right toa day in court 
Mir. Corrice. Well, don’t know that it was exactly as you described 
ve. I believe that our contract, as it stood before, was a lee 


| 


ment that could be taken mto court by the dealer. 


Senator Mokroney. But the intent of the new one, at least, would 
iii ‘ et 4 4 (° ; 4 
Mer. Currice. Certainly the new one, if he is not satished with the 
sions that have been made 
PAS 


Senator Monroney. He has three stages to vo through. 


ie ‘ } . 
Mr. Corrice. THe has finally the courts of our land. 


} ) . . , 1 
senator \IONRONEY. But it is not necessary for him to LO Throug 
e umpire if he wants, after the first termimation., Is up toh hi 4 


ng . 1 } : 
= Mr. Currick. No, it is privilege that he has, if wont cost him any 


Senator Monroney. And he mieht vet to keep his dealer Hl}. Ile 


/ 


Vt ho have to liquidate / 

~ Mr. Curricer. ( ertainly, because the decision could very well be in 
vor if the facts appeared to justify such a deceiston on the part 

fhe Ubapire. 

Senator Monroney. But would you still think that nothing for the 


\ ine or the voodwill t | AT ATTAC hes SO Ue tO STOCKS voul i} 


ito the hquidation ¢ 
\I Courrice. T think that would be a @reat burden for the 
O} ePraror. 
Lat Senator Monroney. He gets the burden but he also gets the benefit 
) vears’ good service if it has been a good dealet ship 
Mr. Curricr. The contrary could equally be true. The opportunity 
profit in the dealer operation is provided by the salability or Jac] 
fou the produet which he Is enfranchised TO st 1] 1? the retatl 
irket 








— 
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Senator Monronry. But also the reputation of the dealer as a good 
dealer. 

Mr. Currice. Oh, very definite ly. 

Senator Monroney. One of the differences between American Mo 
tors and General Motors is the fact that you have got a vast cadre of 
great dealers there that have been with you since the first days. You 
are in the third generation. : 

Mr. Currice. We have a wonderful family of dealers, General Mo 
tors dealers, we likewise make available to them the most outstandin 
pro lucts which have eained vreat aces ptance on the part of the public 

Senator Monronry. But if you had a bunch of shyster dealers and 
fellows Vi ho were fast oper itors, a qui *k buel Kk. tO hell with ‘Tom. you 

ld make the best car in the world but Len le would still be saying. 
‘T don't think I want to buy that new Cadillac, I think I am going t 
take some other model.” Ifthe aide of the dealers, the reputatiol 
they have built up brick by brick gives you a takeoff place for your 
e] . they np i to have the reputation an id stan ling in th 


r 


Mood } nod 
community saa. as acar buyer, I know that. 

Mr. Curtice. That * one of the requirements that we have for a 
quality lealer. 

Senator Monroney. That is why I say when you liquidate them it 
vi oul | seem to me that it should be possible at le ast for the man who 
il] when he loses his franchise—he should 
not lose it all. somebody is FOIL tO inherit some of that coodwill. 

Mr. Currice. I think that would be very difficult to establish, Sena 


Vou say has lost his woody 


Senator Monroney. Well, T cannot argue on that. It is just one 
opinion against another on that 


Senator Pay NE. No: I iust want to men _ in con nection pie this 


} 


much sa 
very much satisfaction from correspondence that he had in pointing up 
the difficulty of the situation that he was faced with, with Mr. Huf 
stader. There were very curt and very brief replies back and forth o: 
the letters involved which he indie ated was somewhat different from 
what he had experienced prior to that period of time in his relationship 
with the company. 

Senator Monronery. I wish you would read that testimony of Mr 
Mayo yourself if you have time from your busy duties. 

Mr. Ccurticr. Yes, I will 


. ° .* 
Senator Mownronry. Because we have tried to avoid the malcontents 


particular case of Mavo, he hel (continual A rating, Mr. Curtice. 
As a matter of fact. Nashua. N. H.. w I thi ink he stated, the 50th in 
population in the New England area co he always held a sales and 
service position ranking within the first 5 or 10 major cities of the New 
England area. He was pretty emphatic that he was unable to get very 


isfaction. It is over the dam now, but he was unable to get 


and the ne’er-do-wells in this hearing and tried to pick rather outstand 
1 CASE »f men who have been rated by your company as fine dealers, 
whose eae woes back many many years and to develop those cas 


histories of what ean happen to some of those who fall into the bad 


oraces, We W ill say, of the zone hovs. by writing maybe too many letters 

y . - = 4 - . \ alo 
to Detroit. h, of course. your new vice president in charge of dealer 
ita VW on robablv alleviate. 


Vir. Cortrice. That is right. 
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Senator Monroney. But the record is filled with cases not only of 
your company, but with others, where it doesn’t take a very astute 
ender to get the whole pic ture and find ai that there was bad blood 
existing because the dealer had dared to go over the head of the zone 
anager with a complaint or with a refusal to become a wholesale 
parts dealer or something else down the line. ‘Those are the things 
at happen in a minority of cases, but finally the malignancy affects 
thi fear the entire body of your dealers. It is not that they have been 
t but that they houre that it can happen to them because they see 
ld Joe that they met at the State dealer’s convention that used to be 
\ well dealer and he is no more, you see. 
Mr. Currice. I think, Mir. Chairman, that we have taken the —— 
erlously an d slncere lv to givee very de: aler th le Op portu hi ly to register 
ith the top management of General Motors any viewpoint that he 
is that may be at variance with the administration at the zone level, 
the regional level, at the divisional level: whatever he miay consider 
o bea prob lem he has the oP dice wi ot bringing that pl roblem dl- 
re 1\ “ me through th LIS new olfice which has bee nh esti ab lished. 
Senator Monroney. And without fear of reprisal. 
irc urtice. And without fear of re prisa ul. 
Senator Monronery. You see, it is not just in General Motors or in 
| or in the industry. We have lots of cases our constituents brin: 


: 
to us and sometimes we find a man in a bureau—called a bureaucrat— 
that if 11 goes over his head to the secretary of th al de} partment or 
Cabimet post, we have trouble with that poor constituent’s probl ms. 
You see, it 1s just a little bit of hum in nature when a fellow 
evo hurt in having others go to a higher authority that he takes a little 


jue and it continue: to embarr ass and pre] iudice the case. 


wets his 


_ 


Mr. Curtrice. Well, I would j t Tike to. mak » this final comment on 
Mr. Mayo. If he was such an outstanding de mF for himself and f 
(;eneral Motors, I have great regret that he found it desirable to part 


ompany with us. 

Senator MONRONEY. He didn't find it desirable. The zone manager 
found it desirable. He was the darndest letterwriter that you nave 
ever seen and I imagine the zone manager got awfully tired of being 
i pen pal of Mr. Mayo. But aside from that, in the Mayo case—I 
think that was about the only thing that a fairminded man would say 

is wrong with Mr. Mayo. 

Senator Payne. Well, I think the record is fairly complete. There 

ilways two sides to every story but I think the record is fairly 
complete that apparently the zone manager was a pretty ambitious 


— ¢ man because he went in and after having all of these A ratings, 
he fi nally complained that everything about Mayo’s operation was 


rong, his service facilities were wrong, his sales were wrong, and 
every ieee it was wrong. I want tos: Ly this in fairness to the com- 
nae The zone manager apparently decided he would cure him, so 
e set up as I remember a dealer in a little town 9 miles away w a wi 

. 12-car point, we will say, and set him up with a quota of 150 cars 
ind finally all of the General Motors dealers in the Nashus area 
omplained about it and said that it was nothing but almost a tele 
phone-booth operation in this little town 9 miles away, and finally as 
Lresult of the compl: ints that came in from all of the General Mot ors 
dealers in that area I think within 12 days the thing was disbanded. 








‘eee \ ‘ ) \ \l ( I \( ( ~ 
=i () tpparey iv the ellow Wik: hn erro?) h) his iidoment us 
to how fi is going to Operate in the territory from the zone manage 
idipomnt, Sous I sav. there are nalwavs two des to every story. 
{ iveTo | i¢ to tive e Dp l , 
Senator Monroney. Int new contract ‘ 
Mir. Curtrice. What page would that be on, Senator / 
Senator Monroney. Lo am jumping over, you are discussing the 
vi ement of Contract hat Ths Ss oa broad part hol specifically 
pelled out. Maybe vou will cover it later, but will the new vice 
pres dent in charge of dealet relationships have inVthing to say about 
putting 1 Of duplicating tTranchises or the habit that both you ana 
Ford seem to have Motte to ot the establishment across the river, 
we W il] Sav. Tron. a well est ib] shed dealer who may he in bad graces 


1 ; 
VV th ti} 


le zone Manager, a competing franchise mm the immediate neigh 
borhood of the other franchised dealer ina galvanized 1rvon building 


With no investment. 


Mir. Curtrice. I think I said yesterday in the prepared statement 


l 


that the qualification of the applicant will be judged on the same basis 
is the performance of the dealer or dealers already holding the Gen 
eral Motors franchises and that he will be required then to provic 
adequate facilities just as are required for an established dealer of a 
long period of time. 

Senator Payne. And ai V zone Mahager that adopts il policy con 
trary to that is adopting a policy contrary to your wishes in you 


QT] 


pe ration. 

Mr. Currice. That is right, and I would expect that an immediate 
complaint would be reg@istered with the oftice of vice president Wiles 
so that we would have some information immediately on it. 


Senator Payne. I understood your statement to be just that yester 


Ir. Curtrice. That is it exactly. The requirements of an appheant 
ie just exactly the same as the pertinent factors considered in ap 
hed dealer. They include all the pertinent factors 
which we include in that determination. 


I 
Senator Payne. But 


that will LO through the sales department, 

and ] ain talkn a about a case such as the case ot Mr. Anderson of Boze 

Nal. Ml nit fle is not one of your lealers but he Was testifvine Ol 
p ° ] 


benalf of all of the dealers mn that area. It Savs ul page 641 of the 


rer ord ; 


Sow nother thing il ll r\ | ould like to say ft »you we havea desler whe 
as 150,000 or 175,000 invested in his agence) He handles Buick and Chevrolet 
Fifteen miles from our town is a little town not over 25 people, just a little farn 
ng community 
Senator MONRONEY. Not over how mans 
Mr. ANDERSON. 2) people lt j just a little farming community lie lad 
service station, and to the service station he added a little building, and today he 


has n direct fr: hie hise ¢ hey role T den ership 


vow that is the kind of situation Tam wondering about. He nieht 
ee = aes 
bea fine man in this town of 25, and he might have potentials of heme 


: . 
a good denler if he was in an area where another dealership Wis hec 


ePSSAry. needed, o1 required But what | an trying fo vet at is in the 
t 


erships In an area adjacent t 
nly 
| 


a Set 
placement or these hew caea tO and wel 
they can only be considered to be in the franchised area of which at 


existing dealer is operating, if there wv il] be any appeal allowed to vom 


=) a ‘ or 
vice president .charee of dealers on that kind of case. 








Te 


CS 





\ | ONORBT] IARK PIN PI ( at ae 
Mir. ¢ URTICI Kia t. | \\ rida Vike to sav that t we nu her « ea 
r we nave eC) frag hy ead te ell General Noto) produets higebvers 
ew less today than the total in 1941 or 1940 and 1941, the last pr 
i! tha \ as niuilbers are concerned, there tas pee ho 
ist Ve I ho pero or me cle pite | } read ! | 
of units which are beme sole at e retail le 
ve for MEONR : It eel to b | cr¢ round thre 
i this n Shievepol I hear it lots of other place Phe 
(tt CV On Tie part of Bul particulkurly } them Gein >) I il t 
Iie Pwo in volume, to put 11 hese, V ‘}, these are actually tinulate 
rs or thev are dealers who are put In acjacent to or ver new 
sed dente who appa ently MUS hee elling \ aie Lif 
fears in his franchised a 
Phis doesn’t deal striethy with territorial security It really \ 
npelmneg ce ite SHS Wd aveas 
Me. Currice. Well, I think, Ma. Chatrman ou would e tl 
son this particular case, vou are referring to Twill ask Mr. Pu 
ier TO Give them to vou beenuse he has thet ) ihe, ure ( te] 
Vat Variance ith the testimony whi h was presented 


itor MONRONEY. 


Well, we would lik 


tto give vou ever\ Opporiuu it\ to clea 


] | 
il ms Dee Test 


FURTHER TESTIMONY OF WILLIAM F. HUFSTADER, VICE PRESI- 


DENT IN CHAR 


fied 


AT 


ui 


: " t ¥ Saad 
to. Tow are vou this morning Mr. Hutstac 


OF DISTRIBUTION, ¢ 


“TT 
7h 
Ih 


\} Li PST ADER Ie ne, thank you. (hi Is 

s somewhat different from the fact \ 

Lit tliat | refers t at An sterdam, Mo 
(>) a - | reenll the testimenv. a i 
hozen Viont The dealer at Boezemai 
\nusterdam im 1938 as an associate dealet 


| tor Monae 


direct dealer, \re Vout farnail ar W th) 


NEY. 


elit we of the sales und rthe orle ] il 


fe. PLUrsraper. 


those early vears tl 


that nomenclature 
No: but T would judge that the other 1 


( ers unde haan and the Bozeman dlealey 


ere located at Amste 


rdam and Three Ko. 


ey were made direct lenlers a a deal 


tead of dealine 


WV] 


th the direct dealer, SO tTnat it } ad matter ¢ 


rest that those deal rs Wwe re appointed ; 


‘Orks dh L956. ane 


t 
Lnd the dealer 
} 


wood dealer, work 


Litt me biadae 


i: llrow 1) dealer. 
Senator Monro 
| Css eb. 

Mr. Currice. I] 


lator dealers, 


es 


nt appomtments. 


wt 


MWe 


hess In his territory, ai 


elat OlshIp 

le direct deal r appo ted 
had three dealers. 1] 

ks, and Livingston. Late 


a! 


\ 


NERAL MOTORS CORP. 


they actually « { 
: 
{ Nia \ Cl 1 ) 
lesb I¢ ! 'h¢ ade: (| 
4 | | } } 
appomted this i tit l 


li Lod) he Wiis } Lol 


rectly with the facet 


msterdam in 1938: Three 


ie Tin Ineton dealer in 194. so that they are no 


\ 


Amsterdam, I) Ss hame Is Joe Danholtf, mwa Ve ry 


his territory, and tl 


Inanv year was 1955. which were 


lnreoest nunabye Pe 
i 


). so he does a goo 


dl he is avery og od Operator, as a se calles 


[le isa small business bhbeatd) anal ra eood One 


NEY. 


e W 


Senator MoNnrRoNEY. 


ile might vetia stimulator ] lt mm. 


We are ver\ muel 
} ‘ ] 4 
ould 1t Come Under 


No: T wouldn't say 


interested in the small] 


{ 
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Mr. Uevrsraper. He is very capable of running his business and 
does, and Amsterdam has a population of 100, Manhattan has 
population ot 116. and | rlLlh quite Sure, Senator, vou are familiar 
with that territory, that type of territory. Those small towns are 
trading areas over quite an area. 


Senator Monroney. It isa big ranch country 
Hcrsrapy Rn. Thi man, Joe Danhotl, runs a wood service sta 
tion and does i. good bus ness 1n passenger cars and trucks. 


Senator MONRONEY. And | ic is able to service the cars that he sells? 
Mr. Hy FSTADER. Yes, sir; So he is not a Johnny come lately. 
Senator Monnronry. We are gl 


id to have these things straightened 


out in the record. 

Mir. Corvice. He obviously must be selling them in his area of 

fiuen CG 

Senator Payne. It is wellto have two sides toa story. 

Senator Monroniy. Because we do get these inere ising numbers of 
stories fi 1 dealer where across the river from Shreveport there 
has been a new franclus ed dealer pur in a town thi if has had One 
Buick dealersh ip before, and while it is across the river, it is still 3 
the adjacent territory to the franchised dealer, and wise Lam aida 
it is mn this business ot freeing the dealer from fear that is one of 
the Four lreedoms—if he has anv appeal anywhere to higher au- 
thority ! beyond t he zone and the sales division. of whether the territory 

‘tually ec ud stand ar other dealer with both of them trying to seil 
on a legitimate, character reputation-building basis. 


Mr. Curticre. Oh, for a long time we have had a policy of discuss- 
Ing with al] dealers in the me tropolit: an area if it has PTOWN tO re quire 
additional representation, the location and the intent to establish an 
iditional outlet. 


| 
| 
y ae ; *47 1] ] } ? : : 
Ve discussed that with all the prest nt dealers peTtore any move 


Senator Porrrer. Mr. Curtice, is there anything that a manufac 
turer can do or should do in a case where you have a man who has a 
| I ybe in a rural community, just outside of a metropolitan 
area, or in a suburban area, where he has a comparatively small in- 
vestment, as compared to vour dealer in the larger metropolitan cen- 
ter. with his large investment: and the man with the smaller dealer- 
ship comes into the territory of the man with the larger investment 
and advertises that, because of his low overhead, and so forth, he 
ean o them a better price, a better trade-in allowance on his car? 

Mr. Currtict - Well, Senator Potter, legally 

Senator Porrrr. You can’t have territory security ? 

Mr. Curricr. W e do not have territory security, we can not say to 

a “You can only sell in a certain area.” That is interpreted 
to be illegal. That is the reason that " e withdrew such a clause from 
the contract. So this outlying dealer has the opportunity, under the 
present laws, to sell to whome ver he plea ses, 

However, it is our intention and our desire that all dealers develop 
their own area of influence that they seJl to their prospective retail 
customers and that they be set up physically and otherwise in rela- 
tion to the potential for such an area. 

Senator Porrrer. Because many times the dealer who makes the 
sale to a man in another person’s territory he doesn’t have to provide 
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om 


the service. They will Lo back to the man that is the closest to them 


for service, and | would assume that it presents quite i serous prob 


m. I know it has been brought to our attention as to who was going 
c ] 


; i a weaa 
O provide the Service, 


[It causes irritation if he has to drive out 50 miles to get service for 

iis car When there is a dealership right in his own area. It is hard 

» convinee him it he bought his car there that he would get the 
Ce, 


Mr. CCURTICE. That is one of the disadvantages. However, we sta d 
ack of our pro luct, no matter who sells it, when it reaches the custo 

ler owner ship, it isstill a General Motors product and will be accorded 
he service that it may require. 

canta Monroney. Going tothe improvement of and vitalization of 
our dealer council organization, you state that they will be elected 
L\ the dealers. Does that mean that hey will be elected wikia 
iny nomination from the factory or zone men 4 
free working democra vi‘ 

Mr. Ci RTICE. \ es, it 1S. We have th: it and have had such a pro edure 
n the Chevrolet division for quite some time. They send out ballots 


Will it be an absolutely 


he dealers thi mselves Vote for whomever they would like tO have 


represent them on the couneil. 


Phat system Is being adopted by all of our divisions. 

Senator Monroney. It will be comp rlete ly democratic without any 
tapping or noi ination or tacit understanding from the passing word 

hat the boss wants or the zone manager wants Joe Blow as the dealer 
representative in this area 4 

Mr. Currice. Absolutely. 

Senator Monroney. You would disapprove of that strongly 4 

Mr. Corrice. T would disapprove of it. 

Senator Monroney. Because it would defeat the very purpose that 

ou are seeking, and that is true, genuine dealer opinion. 

Mr. Curtrice. But it hasn’t been practiced in the Chevrolet division 
where such a system has been in effect for a considerable period of 
time, nor would it be, nor will it be. 

Senator Monronry. Well, that is good news, because there has been, 
n my experience in traveling around the country and talking with 
these dealers. They feel that the dealer councils have been more rep 
resentative of factory viewpoint that that of the dealer. Constantly, 
when you go into a meeting, they say: “Is this going to be another one 
of those blankety-blank dealer council deals, where the factory zone 
Inanager is going to know everything I Say before I cet off my feet ? 
If it is, I don’t want any part of it.” 

Very strange things have happened even to the chairman of this 
committee when the morning after I was assigned this task—this 
wasn't from your dealers, this was from another group of dealers 
the head of the dealers organization for another make of car called 
me to sav: “You are making a very bad mistake in taking this com- 
mittee. The dealers are just as happy as bugs in a rug, and we don’t 
want anything to interfere with this great happiness, prosperity, love 
and affection that has been going on in our industry,” and it just so 
happened that he happened to be head of the deaier organization for 
the State. 











And mou ) hours iter the. mvor of AI othe rOW] ~ Who happened ti 


be a county manager of mine, called, and he was a dealer for the same 
brand. and said he had just been in the council meeting and represented 
U deulers inosa ne that they didnt want any interference by 
ketv-blank c itee V rkine on this a itomobile thine: that ey 
ervbody w happy. And just 2 or 38 hours later another one just 
per to call leave “Why dont vou lay oif this thing. you are 
FOINnG Ul] eli py? (tv badly monkey ne’ inthis thine.” 
I sam sure e dealers didn’t 1ust vel evethei that mor ne and de 
eide to do that thin a I think there was a little bit of pressure that 
me on tender spots from zone people. That was not yours. 
Mer. Curries lamawfully glad that vou eliminate General Motor 
len! 
sSenavwcol \j INRONEY. Nov t hie re were cases Th inv own State where 
r State legislature us rather far advanced im antilondine legisla 
tion and antibootlegging legislation, where these dealers were to send 
wires to members of their legislature to not support bills which the 
dealers had been advocating in their own interests. That seemed to 


NI a Cy RTICE, ‘l hie re, AGAIN. | don’t t | ! kk you W }] find Any ey idence 
. ++ . a { ] : . 2 
OT any itempt at any ftuence on the part of any member oft out 
Organization W th our dealers 


Senator Monronry. But vour concept would be not to make these 


hings a company union, but to make them truly representative of the 
dealerships and the dealers! pop on. Otherwise. vou are just vet 
ting information filtered through what the zone manager wants vou 
to hear if these do not become genuine, representative, democrat 
hodis little “d” in “demoeratie’—I am not trvinge to infiltrate Ger 


era Motors. 

Mr. Curtrice. T was born a Democrat. 

Senator Porrer. Then he saw the leht. 

Mr. ("y RTICE. | would ust like to Say, Mr. (Chairman. that what | 
want and IT believe every member of our organization wants, is a frank 


and free flow of eXpresslon On the part of oul dealers in connectiol 
with our relationships, anv problems that they may have, and if they 
like us, we don’t want them to hesitate in SAVING that. too. 

Senator Monroney. I think with this change of attitude and polices 
1 d el nate that has been al nouneed, in which the dealers how have 
so much fear to let vou know, that you will have the very valuable 
services of many, many outriders on the combat line elving vou in 
formation that might not reach vou through other channels in voul 
ereat organization. 

Mr. CURTICE. I think we are constituted now to receive and act upon 
constructive suggestions from our dealer bodies. 

Senator Monroney. One further question I would like to ask. On 
page 23, of your statement, the middle of the page, where vou state: 

However, the continuation of the relationship becomes a matter of concern to 
both parties, if either party fails to continue to perform his obligations. It is 
also a matter of concern of the dealer, if the value of the franchise decreases 


importantly For the protection of the dealer there is a right of termination of 
30 days’ notice without cause For the protection of the corporation there is 4 
right to terminate for certain specified causes. The validity of such cause as a 


basis for the exercise of the right of termination may be tested in the courts 
| found that Cause did not exist 
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facturer. I do not know how many dealers favor territory security 
and how many do not. The statistics vary on this point. However, 
my position on this subject is very clear and has been expressed on 
many occasions. 

It was with great reluctance that we removed the clause on territory 
security in 1949 on advice of counsel. Ii today it were considered to be 
legal, such as clause would be incorporated in the revised agreement. 
Price packing 

Another bad practice is price packing. I have alw: avs been oppose d 
to it. As far back as 1939 when I was with Buick, I undertook an 
aggressive educational campaign to discourage price packing as in- 
dulged in at that time. I found that it was impossible for one com- 
pany alone and ne 

Iam glad to say that the resurgence of price paenng in recent years 
was not initiated by General Motors dealers. On the contrary, when, 
in the mid lle of 1953. it deve loped ona widespre: ad basis, accompanied 
by “blitz” selling, many of our dealers came to us seeking counsel and 
ady ice. They expressed ereat concern over the business lost because 
their compet — were resorting to this practice. 

In view of thei Pnpnaninir: I was compelled with oreat reluctance to 
condone price a kin og so that ou dealers might be fully able to meet 
competition at the local leve 

This sleight-of-hand ii of making an overallowance on the 
used car and then cae the pi i of the new car by the amount 


of the overallowance is like misleading and deceptive advertising. If 
it couls | be elimi a ted, it would scacaleaaaa, customer confidence by mi: king 
it possible for the customer to understand what he is paying for his 
ear. It is my opini on th: at this = ictice has and will continue to con- 


tribute importantly to the very deplorable practice of bootlegging. 
> # ., 
Boo LEITInNgG 


I consider booth eco ine most repre hensible. The pract ice is not only 
harmful to dealers but most injurious to — customer relations. The 
man who purchases a so-called new car from a nonfranchised dealer 
gets a product which often has been een erly conditioned and even 
driven long dist: ances a t har a8} ful speeds. If anythi Ing goes Wrong he 
blames both th eae and the local enfranchised dealer. His 
attitude reflects on the produet and impairs the coodwill of the manu- 
facturer and the dealer. 

There is more than one cause of bootlegging. I have already men- 
tioned price packing. Another cause is the desire of some dealers to 
realize a quick profit on an extra volume of cars. Maldistribution is 
still another cause. Overproduction can be a cause, but its impor- 
tance has been greatly exaggerated. Nonfranchised dealers are not 
interested in stocking cars for which there is no demand. 

Bootlegging was practiced before the war, but at that time the 
General ee — agreement contained an antibootlegging clause 
peer 1 helped to hold it in check. This clause was later eliminated 

rth le same ca reasons that caused us to abandon terr itory security. 

in the postwar period bootlegging came back into the picture. It 
existed during the period when there was a serious shortage of new 
cars. Certainly, overproduction was not then a contributing « “ause. 
Karly in 1954 the situation had become very serious. New models of 
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General Motors cars were in the bootleg market even before there was 
sufficient production to supply dealers with necessary stocks for dis 
play and sales purposes. 

On February 24, 1954, I personally wrote to all General Motors 
listributors and dealers with respect to ‘the cancerous 2Tow th of 
‘bootlegging’ of new cars.” In a three-page letter I discussed the sub 
ject thoroughly. I stated my position that— 

[It is a malignancy which, if it is not stopped, will eat away the very vitals of 
vour business and ours. 


Propose d clause on hootle aging 
In a further effort to solve the bootlegging problem on March 22. 


54. we submitted to the eee ot Justice for consideration 
ertain proposed changes in our dealer contracts, including a proposed 
w clause which, in effect. eed he oe er to offer cars back to 

at dealer’s cost before d sposil o of them in bootle@ channels. As 


you know, we were unsuccessful in getting the Bis partment of Justice 
ssue a railroad release letter providing clearance for this clause. 
()n April ats 1954, l wrote to our (General Motors distribu ors and 
dealers, again reviewing the bootlegging problem. I advised them 
of our unsuccessful efforts — the proposed clause submitted to the 
Department of Justice. I conclude 7, vith an appeal that all General 
Motors dealers review their ania and cooperate with General 
\foters in maintaining the General Motors franchise as the most 
in the industry. 
Again, on January 14, 1955, I addressed another letter to General 
Motors distributors and dealers in which I further discussed the boot 
situation. I then advised the dealers that 


General Motors, for the balance of the 1955 model year, is prepared to repur 
or to arrange for the repurchase by other General Motors dealers in ot] 
reas, at the respective prices paid by the original purchasing authorized dis 

s or dealers, any such new and unused passenger cars that might be 
sl if | CN Css Uy lv 


L would lke to file with the committee copies of these letters to d 
tributors and dealers, as well as copies of our correspondence with the 
Department of Justice. 

See General Motors Corp., exluibit No appendix, p. S17.) 
Operating under the clause we sul wither to the Department of 
ustice, a manufacturer could reduce boot! coine to & minimum. or 


pinpoint the responsibility for the bootlegging, in most instances. 
[fn practice, under such a clause, a manufacturer and a dealer could 


i 
OOpere 


ce for me orderly disposition of any excess nhew-car Inve ntory 
the re etail le ‘ve 

If such excess aia developed from local conditions and a sud 
len change s ‘te local market, unforeseen when orders were placed 
by the dealer and accepted by the manufacturer, the cars could be 
moved to other areas for sale to other dealers. 

If the sudden unanticipated change in market or economic conditions 
were nationwide, the problem would be widespread and more acute, 
but if handled properly, should still be temporary. It would be like 
the oversupply of new cars which developed in 1988 and was liquidated 
by the industry in an orderly manner. Furthermore, in such a situa 
tion there probs ably would be no market for bootleg cars. 
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oduction schedules We are done our utmost to see to it that 
aler gets all ears exactly as he orders them. If for any reason 
s not available to the exact Spr elhieations when scheduled fo. 
v. the dealer will be advised and will be eiven the choice of 
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Senator Monronery. I only pray that this fine statement of yours 
is circulated not only to the press and to the dealers, but to the zone 
and the sales managers in the dist ricts, 

Mr. Curticre. Well, as a matter of fact, Mr. Chairman, I addressed 
as many of our dealers as were able to attend 39 meetings last Frid: ay 
and that was a very high percent of the total of our enfranchised 
dealers; all members of our wholesale organization who have any 
relationship oe ‘thy or indirectly with the dealers were present. 1] 
covered |: ul of the elements of this statement with a great deal more 
in an hour’s presentation to them by a closed circuit program. So I 
believe that every dealer who was able to attend, every member 01 
our wholesale organization understands what I want, what we in 
General Motors want and what I am dedicated to accomplishing. 

Senator Monronrey. We ap preciate that. We know the value of 
a good platform and political parties have them. We are sometimes 
accused of not follow ing th rough on them, and while this has the same 
ringing condemnation of abuses just the announcement of a platform 
or a program doesn’t mean that it automatically takes effect unless 
someone like yourself, with the drive that you have shown through 
vour life’s history, decides that it has got to take effect to save the 
automotive industry, and I think it does have to. 

Mr. Cvurtice. But I think that I have taken that position, and I 
think that the committee has a copy of the talk which I presented to 
the group on Friday as a part of the record, and I think we have 
taken the necessary steps first to inform all - our dealers, to inform 
ill of the members of the wholesale sales organizations of our respec- 
tive divisions. I do not think there is anyone in General Motors who 
doesn’t have a complete understanding of what I am trying to accom 
plish and what I am going to accomplish. 

Senator Monnroney. That is good. Just say that again and again 
and again because sometimes they have a tendency after a few months 
to say, “Well, the boss 1 s looking the other w ay, ” and even pl: vyers 
on a great football team siiitienan Gaal maybe the coach didn't know 
what he was talki ing about when he told them not to clip, and you 

might find some of the players still thinking that it might be a eood 
time to do a little clip ping But if these ‘reforn is are going to be 
activated, it is going to take someone of your stature to see that they 
fO through, beeause they TO deeper and have become more firmly 
imbedded, than many people realize. 

The illegitimate chain of automobile merchandising, that you and 
others are aware of, has grown to the point where it is almost a gen- 
eral merchandising route. tee paths are pretty well worn from De- 
troit to New Jersey to the auction lots, to Dallas, Tex., to another and 
so on. It is going to sain g a considerable bit of doing to dig out the 
roots of this malignancy which you so well described. 

Mr. Curtice. Mr. Chairman, I would like t tosay this. This address 
was from the Ambassador Hotel in Los Angeles. There was another 
large dealer meeting, a meeting of the dealers and the members of the 
wholesale organization at the Beverly Hilton Hotel. When I came 
down to leave the Ambassador on my way to the preview of the 1956 
General Motors Motorama I ran into O. W. Young, with whom I was 
associated at Buick from 1933 until I left Buick to go to Detroit in 
1948. He at the time of my leaving was the general manufacturing 
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manager. Heretired. He isa dealer, an enfranchised dealer in Tuc- 
son, Ariz. He and about a half dozen other dealers who were at the 
Hilton Hotel came in just as I was going out, and I stopped to visit 
with them and they were high in their praise of what had been s: aid and 
Young said, “You know something, I think you really meant it,” and 
he said, “I should know.” 

Senator Monnoner. Well, that is fine, and just ag overtures in 
making love to old maids—you just can’t overdo it. Actually, you 

n your organization, without any fear of reprisals oa antitrust vio- 
lation or things of that kind, would cert: ainly have in your power 
under the right to protect your product and the good name and good- 
will of your product, would have the right to do some pretty effective 
work on any franchised dealers who violate the maintenance of good- 
will and product name by “gimmick” or “blitz” or “shyster” type of 
advertising, would you not ¢ 

Mr. Currice. I said in my talk that I wanted it stopped, and I 
mean that. 

Senator Porrer. You might be interested in knowing, Mr. Curtice, 
tha at one of the local dealers here who happens to be a General Motors 

ealer who has been advertising price, and I know there is a new tone 
to his advertising, and they are advertising the automobile. It has 
just happened within the past week. 

Mr. Curtice. I said also that it would be very refreshing if the 
General Motors dealers, all of them, would return to selling the merits 
of the product. Never in our history, never in the history of the auto- 
mobile industry have the dealers had such are ful products to sell 
as the General Motors dealers have today, with the highest public 
acceptance, and yet here they are spending their own money to try to 
give them away or give the impression that they want to give them 
way. That is just reprehensible. 

Senator Monroney. It seems to me that some smart boy somewhere 
in the new generation that has come into the automobile picture, in 
some way feels that you have got to advertise fantastic, unbelievable 
bareains to get aman to buy the kind of car he probably wants to buy. 
The car is what he dreams of owning. 

Mr. Curricr. This whole practice really got started about July of 
1953 and Lam very happy . say that it was not initiated by General 
Motors dealers. 
Senator Monronry. But dealers—I do not eare whose they a1 
whether the ‘Vv are ¢ reneral Motors or Ford or indepe ndents—when this 
type of blitz shyster phoney advertising comes in a community, it is 

ery hard in se if defense to resist tr ying to sav, we ll, we are crazier, 
or zanier, or whatever word you want to use, th: in th 5 other guy. 

Mr. Cr rricr. The same thing is true of price packing. It was with 
ereat reluctance in 1953 that T condoned the practic » for our de: ne 
but ne aid we are losing deal after deal every day because the publi 
cannot understand why we cannot allow them as much mone \ fi 
their used car as the fellow across the street and vet the diffe: 
didn’t change 

Senator Payne. Well, in fairness, Mr. Curtice, certainly no oi 
‘an quarrel with the statements that you have given to this committ 
and the apparent manner in which you are trying to work ont what 
any fairminded person can say is a far more satisfactory arrangement 
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Senator Payne. Well, this price pa ‘king vou speak of. some one of 


these davs before lone the customer that thinks he has had a wonderful 
deal—tf it continues—some day is going to come up against a blank 
wall and then he is eé6ine to suddenly eet a verv rude awakening t 


nh it 1 ( value of his eat natrade in isactuallh worth. 
i yt > eas i | t hear | } } | y oO tale « hi le; , 
itor t NE. 1 } swhen he is really Yrto take a licking. 


Payne. Isn't it hike Mr. Romnev of American Motors test! 


se mor i i 
fied—it like taking dope. If vou offer 81.600 for a trade-in this 
\ r t fellow then who got 81.600 on that trade-in 1s evoing to want 


at least, thinkine the valne of the ear which was packed a thousand 
"7 . . , I . . . 
dollars to take care of the 31.600 trade-in, when he trades it is going to 


] r\ t He yw rth SPA / 
Mr Currice. That is rieht. 
Senator Monroney. Pretty soon vou get to the point where vou are 


dealing in inflated currencies when vou are talking in automobile terms. 


You 1 have to price vour cars at 86.000 In order to give a $4,000 
trrde-1n for the man’s used car. This business in fact decreases the 
val ( eor that Senator Payne and mvself or Senator Potter o1 


Mr Bt hy drive he amuse the used car has ho value, it is all packed in 
ther nd it is } urely an inflated and imaginary figure. It is written 
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thie Inute it is put on the used-car lot and any intell 
t Want tO KNOW WI hy Cal WOr't i if ‘ Lie t 
paper To! it model car na prettyv \ Lt} tell V tf] ') \ 

| \ ich Seeb TO hire THA We hsv hc 11 \j | ; | \ 

\] I from Mh Na or Fa Irci-s ! QO NI C ¢ { 
C‘hrysten nd now from Mr. Cu (rt il Moto ( ! 
ition Of price pa ne ind { cl ertl Lou hot 0 l 

i ! \ ( te iI { [et ) \thl 4 ly i | 
l YOU (¢ i} ( ) 1¢ { yi ( i { 
| ti l it) \ j 1) 
H. by telline this com ; hat t] as 
I l L 2 if i LO ¢ hhiddate C lhal I I i laVe it ( 
tons I MIST Tie {| ( e 7 | 
Mr. Curtrice. Thi sno question abe 
his group on Friday that Tani « tec 1 rl 
try to the respe ti | za ‘ I «\ thi 
hneah fi ‘ tly t Lie 
Schnutol Mo RONEY b tical \ { \ i | ( I if ( 
leaders of thre ti tacty ‘ ({ Hye ie] nthe Natlo | \ ( 
Dealers Ass t1¢ \ etl Bell and Dr. Iirl ind ell 
} } esd Hts aha th l 3 i SOC] QO! th li Of 1 I l 
the same Wav. and periiay We \| { | f th l 
ydo thing ve Cant oiten do by iv GY ail V YO" Will 
! 8) fee ibs i acl \ ! it ra i i< I 
cular abuse 
Mi ( RTICI [ t ld om «| er i) | il t | 1) i] OW Ol Ol ] 
that I would reconvene them tater in the vear to find out from 

( \ ive domme 
. itol Porrr: It true Ol ton le deal il our i 

ected DUSiNeSSHIe] hn the ce LLididl i} aril 

nel ev practices, blights the verv respectable busines mecert 
( 

\I CURTICI That right it nthem he ibacture 
he whole industry, and we hiust stamp out unethical advert 

Ce pie kine, bootlegging. Those are thie t | re thine that are ( 


e mahenaney Phat is exactly what th re, Itis a cance 


’ 1 j we t 
wth that has tak pr bearer the last two and a half yen | 
pp i 
‘ } 1 NY } 
Senator Payne. IT ean tell you, verv frankly, Ma. Curtice, J yp 
} . +] t 
I Vel lose personnl 4 mad of rere | @>] | vey { ‘ ( 
Nn Maine. mad everv one ray them Wmnouw ePXCeDLLO not ¢ 
{ 4] et] { | na } { 
nto the names, every one of them are outstanding and have been 
\' hil Vers, \ Outstanding cl Mendel In evel ~Ine) 


the community, thev have told me personally that thev have eotte 

point where they are almost ashimed to) t ‘las eq a i { WO’ 
p 
i 


dealers, because of the methods that have been ¢ idl loved Hhe 


or 7 
qadusiry, not retlectinge necessarily aga 


as aw hole the Way that it has been PO) 0 in the . oro Vears, 


They sav unle s somethine happens they definitely don’t want. te 
ceep holding their heads n shame—Thev want te get out of 1, Nop 
+] ‘ } | ae te ] 1] 1] 
hey nevel do. because thes Wive been Good producers, t Will tell you 


that. 


Mr. Currice. Oh, ve 


8—5t 3 18 
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Senator Payne. But very ethical producers. 

Senator Monroney. It is going to be the ethical producers that go 
out, and it will be left to the unethical producers. It is going from bad 
to worse. Just like Mr. Romne ‘v said, it is like taking dope. 1 want 
to complime nt you on your very frank statement on page 31, where you 
say: 

I also find that in some instances our divisional representatives have en 

ouraged unethical advertising. 

Has that not been a part of the fantastic drive to catch the bras 
ring every month on first in percentage of price class between Ford and 
Chevrolet / 

fr. Corticr. [am very happy to say that this is very limited, but 
nevertheless factual, that I did discover that some of our divisional 
representatives, as I said here, have encouraged unethical advertising. 
{ wanted to be perfectly frank and honest in this whole statement. 

Senator Monroney. | apprec late that, and that is what is so good 
about it, that you haven't tried to covet up. 

Mr. Curtrice. Not at all. 

Senator Monroney. Or say “Who, me?” We all have faults in this 
thing. 

Mr. Currice. Well, I said the same thing to this entire group of 
about 21.000 who were assembled all over the countr Vv on last Frid: ay. 

Senator Monroney. Did you happen to see this television trailer that 
is being run by some of your Buie k deale rs ¢ 

Mr. Curricre. No. 

Senator Monronery. It 1s one of the most fantastic—they take a 
leading Buick dealer, a man who I am sure would like to merchandise 
ethically. He takes a ball bat, knocks the windshields out of the car, 
hammers on the fender, and says: “Joe Blow doesn’t give a damn. 
He is out to sell more Buicks.” It is fantastic. That is the kind of 
thing that this fellow is forced into, apparently, by this madcap race. 
Certainly it seems to me that it goes back to—and excuse me for gratu- 
itiously telling you how to run the automobile industry, 1 am just a 
consumer—— 

Mr. Currice. We are always looking for suggestions. 

Senator Monroney. But this extreme competitive drive to be first 
in price-weight class is bringing undue pressures on Ford and Chevro- 
let dealers. They both can't be first eve ry month in that REY 
but one guy is going to be in the dogliouse if he is second, and ¢ 
other guy will be prize championship if he is first. 

The positions shift back and forth, and these dealers go from hot to 
cold, from love to hate, through all of the passions, because Polk's 
figures that month happen to show Chevrolet was first and Ford sec 
ond, and the next month maybe it is turned around and the “heel” - 
Comes a hero. and vice versa. Nobody in his right mind, I think, t 
lieves that people will wind up in front of the Chevrolet pl: ice echeuiie 
ng after the figures say Chevrolet was first that month. They will look 
at what kind of motor you have, the body design, the dealer’s re puta- 
tion, and a lot of other things. 

I believe in competition, but sometimes you can carry those drive 
so hard and so fast for first eve ry month, t hat you might lose more than 
vou gain by the intensiveness of this drive as it reac ‘thes the selling 
level. 
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Mr. Currice. I suppose the intensity is always directly related to 
he aggressiveness of the challenger. 

Senator Monroney. I come from Oklahoma where we have a grea 
football team. If the zone managers could be like the great coach 
hat we have, Bud Wilkinson, in making the boys love to play the 
rame for the sake of the game—you hope you win it, but you have to 
vin it fairly and cl santy. We have been in the top t] ree for about. I 

i s, the past 6 or 8 years. 
aanaie! Porrrr. You haven’t had a challenger from Michigan. 
Senator Monroney. Well, we would be willing to schedule that. 
Mr. Curtice. I think you are talking about the same thing. 
nator Monroney. But there isa spirit of team play. There is an- 
ther style of coaching where you just abuse the fullback and th 
juarterb: ick because he didn’t win the game. 

Phere is another style of coach: if you do happen to lose the game 
od: ay, you are going to win the next one tor hnorrow, ane 1 the love of the 
eam and the love of the game and the love of clean play has got a lot 
. do with the success at football. The coach that has that in the 
ong run ops more victories than the ouy who thinks he has to be 
rough-tough guy and to kick them around a bit. 

There is ho relationship b etween this and M: aryl: ind, ] assure you. 
[t is the same kind of hard competition, but still can be clean compe 

on. That drive will vo on, I am sure, but it could 79 on with some 
umelioration of the abuses and the injuries that occur ina game playes 
without Marquis of Queensbury rules or not according to any go fr 
etof rules. You have laid down a pre'ty good set. 

Mr. Currice. I suppose the coach gives the members of the team of 

klahoma the same kind of equipment that Maryland and the other 


teains - 

Senator Monronry. Buick sponsored that Orange Bow] game. Our 
pen were not sponsored by Buick. 

Mr. Curtice. So we are in the position, as I pointed out, of condon 
ing price packing very reluctantly, but only for the purpose of acced 
ng to th » wishes of our dealers to prov ide them with the same kind of 
‘competitive tools to use at the local level which is comparable to the 

equipment that Iam referring = the teams. 

Senator Monroney. Well, i you are lay ing on the same leneth 
feld and under the same ground ae team wins. 

Mr. Curticr. Yes. That is why I say I would consider it very re 
freshing if the entire industry would return to selling the products 
on their merits. We will “ or fall on the merit of our product 


Senator Monroney. Sir, may I ask you a hypothetical question ¢ 
Now that we rite had the te ee iy of Mr. Romney, Mr. Nance, Mr 
Colbert, Mr. Curtice, and if we should have the testimony of Mr. 


Ford to the same effect, condemning the blitz advertising and the price 
packing, would it ever be possible then for Gener: a] Mote . in its 
dominant position in the industry, to again advertise the suggested 
retail price, as the national advertising once carried on all cars? 

Mr. Courtice. With the advertising of price on a list price basis, ves, 
we could return to that. 

Senator Monroney. Then all manufacturers could return to the 
carrying of the list price av a result of the public having it just read 
in the papers. 
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Senator Porrer. In other words, in order for you to reinstate 
clause of that type in your contract you feel you should have legislatior 
making it permissible 

Mr. Currice. Yes. the legislation that I said I would be agreeabk 
to would be to permit us to put in our contract the clause which we 
submitted to the Department of Justice which would require that the 
eniral hised dealer otfer back to us Cars purchased from us ata 
price that he paid for them before olfering them into the bootleg 
channels. That I think would be the best cure for bootlegging. 
Senator Porrrr. And I would assume from most of your dealet 
that they would like to have that provision in their contract. 


Mr. Currice. Well, the only place that bootleg cars can come fro 


. } } ! ] + . 
from our entranchised Gealers pe ause thi OhnrV CusLOoMers We hay 
r ts ] . 7 am 1 
are ¢€ franchised qdealers, SO | Would assuie that those entranchised 
dealers who are desirou and will i” to take a quick profit Oli eXtr 
j 


Cars would rreement. 


i ‘ : ] 
not | Re tO have tiat Mm the ag 
Senator Porrrer. The ones engaged In the bootlegging pract Ct 


would Oppose lt but your leg timate dealers would favor it. 
UR 


Mi ( FICE, Yes ; Put | woul like to stan} oul hootlegging in} 
1 by lieve that that wor te be the wav that we could accomplisl it. A 
T said, I do not think that it represent sulliciey restramt. IT thin 
it isin the public interest and our counsel believes likewise. 

senator Por PER. When Lt customer buys a car from a be otlege 
he buys a car because he likes the name Buick or Ford, or what ! 
may be. il DUVS It he oft a cert y Name oO} t | 1} N 
S ho hi Vins } ly tls OT the repulatie Ol tile a lel \ hen 
it fron i bootlegver. 

Mr. Curtice. That is right. 

menator Po ER. ('o) seque tly, he is denier thre St rvice that 2 
L1O on thi wWranit if goes il Yr with it HH I] then eo 
a legitimate denler and say, I have to have ny ear fixed, and 2 
say, the company will stand behind the dealer to fit it. 

Mr. Corr E. Our d cule I's lo not like it. 


Senator Porrer. It puts a penalty upon the legitimate dealer. 


Mir. Curtice. They do not lke being required to service the ca 
that were bought from this used ear-lot or the so ‘alled bootleeger. 


However, we in General Motors stand back of our product in the 


hands of the customer, ho matter how he ol it. ow he acd ured 


} 


whethe new, econdhat a, third, or however he bought i. 

As long as it isin use General Motors is fully back of it. 

Senator Poi rER. Of course, ] think probably this ] ractice has ade 
veloped. I know some deal I's who have peeh vreatly outraged be 
cause of the bootlegging practices. They told me that when a persol 
comes in to them to service a car that they received from boootleg 
channels they will say, “Well, we will service it because you have a 
warranty for service.” but you can be sure that he is going to take care 
of his regular customers, his own customers, first. 

In other words, the man wv ho bought his car through bootleg chan 
nels is right at the end of the list as far as his service is concerned. 

Mr. Currice. That is right, and that is why I said that both the 
manufacturer and the enfranchised dealers suffer because the indi- 
vidual still expects all of the warranty and the service no matter where 
he buys the ear. 
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Senator Porrrer. That is right. 


Mr. Currice. So I think we have to find a means of eliminating 
hat secondary or whatever you want to call it, very bad channel of 


tribution which has been added over and a wi the system evolved 
the outset of our industry and which has been c ‘considered to be the 
eht method due to the uniqueness of the relationship and the product 
if we are selling. 

Senator Porrer. Let me ask one further question: Do you have a 
ery optimistic feeling about the future of the automobile industry ? 
Mr. CURTICE. Yes, | do. ] an very optimistic about the future of 
e automobile industry and I might say of General Motors and Gen 
il Motors dealers in particular. 

Senator Porrer. In other words, there has been some te timony by 
lers about dealers giving up their franchises and voiIng oul oft 


iness. You think, speaking for General Motors, that a General 
\fotors dealership is still a mighty fine business to have. 
Mr. Curtice. I know of no business in which a young man with 


nbition and a small amount of money can get into and earn as 
li . ant | de vo lop an import: int estate in suc h a sho rt time as 1S poss! 

1 the automobile industry and particularly with a General Motors 
te sa I know of many instances of which I refer, in fact, 1 will 
fer to one in particular. A young man started in 1950 with a very 

Ul franchise in a small community in the State of Michigan. He 

183.500 an | he Wis aided by our Motor Holding Din Ision with the 

t of the capital required. He paid back Motor Holding in the 1 
of 1955: his net worth at that time was in excess of $50,000. Yet he 

d taken a higher compensation during the period of the 5 years, 
950 through 1955, than he had previously earned in the elecirical 

iness, lived well, provided well, has a fine establishment. 

Senator Porrer. Ina pe ‘riod of 5 years. 

Mr. Curtrice. In a period of 5 years he has an estate already with a 
net worth in excess of $50,000. Now I do not know of any other place 

re that young chap and the many like him could have come any 
re near approaching that. 

Senator Payne. You know, Mr. Curtice, if vou keep on here you 
are ulmost going to induce me that I ought to get back in the business. 

Mr. Curtrice. That is what I said yesterday, that I wa surpr! ed 
that you got out of the automobile business. 

Senator Payne. Lam doing a lot of thinking. 

Mr. Curtice. I said yesterday it is a fascinating business; it pro 
vides a great opportunity for people willing to work. 1 often think 
that I fot intothe w rong part of the business, too. 

Senator Monroney. If you talked to the dealers today you would 

ive no doubt. 

Senator Payne. You would not want to trade even with a stimu 
lator, would you ¢ 

Mr. Curtice, this is one small point: We have had testimony the 
other day and I have been away from the business for a long time so 
I do not know whether this practice is in effect or not. We had testi 
mony to the effect that now the lighters on cars are charged as extras 
under the accessory list; is that right ? 

Mr. Curricr. I would not say that that was correct, as far as Gen- 
eral Motors cars are concerned. 
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Mir. ¢ RTICI Phat is meht. I am very uch interested in safety. 


Voc von } ow. | happe? te he ( nairman ot the Pre ident’s Liehway 
Safety Committee. We had a meeting here on Tuesday. T deplored 
the fact that awa } PO55 the tote] « f fatal ties reached 88.000 if 


the vear preced)y o followine the White House co ference. tha Pots] 


accidents declined about 2.000 to 36.000. Thev have been at the 38.000 
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tion that the dealer failed to buy 
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Mr. Curricr. That is right, ves. Now, this Committee has a 
ating group made up of the presidents of the various safety o 
ons. There are about 40 of them, so we have a policy gi up 
have an operating Committee ind I think we are roll - bwil 
itly dl sappointed f we dont show som mportant progress , 
r of 1956. But it does have to be done at the g sere 
al level, through organizations already constituted, or ee 
re not already constituted through the establishment of . 
ns of business people, of all kinds of people in every comm 
ikke then contribution toward alert ho people to dh ; irefull 
tn eht be Vou 
4S or Tuursonp. Mr. Cu I would like to ask you a 
iit \ great many people fer it if safety bell 
a ; omobi] madat thev are use properly, that OU 
) ly reduce deaths by 50 per t or in that nerghborhoos 
; oie, oe sl hs , 1] if y bel oO) most 
( and if so, about w e} would that be done 
Vive Curricr. We offer snfetyv belts « Nn OpPtrol al bas ger 
the begmning of the introduction of the 1956 Genet Moto 
enator THurmonp. In other words, they are available nov 
Vir, C URTI Ye 
Q itis Wie PATOND \\ \ dloes it costo henverneve cnr 4 
\I Currice. [T don't ho I thn there are several differ 
I don’t know on that 
Senator TrurMonp. Have you made a study to determine whet 
hot, a vou Opm1on, there would be a oreat Saving ot lit if t| 
; stalled as standard equipment, even thoug some ada 
reve were made / | 
Mir. Curricr. We have done exhaustive tes with ifety | 
d the conclusions that you can reach are quite varied. In a sh 


Inds, and we use dummies, of course, but we 
all phases of safety, but including safety belts, [would 


LV that you appraise all of the resu 


e 


] 


have done i shan tive 


iTS, and they 


th a safety belt vou transfer the injury from one pI we to ano! 

reason of the belt. so that vou eannot arrive at any very detn 
melusion as to what degree safety belts might contribute to lesser 
autalities., 

Senator Thtermonp. You haven’s had suflicient experience vel 
letermiune just what the results | robably would be / 

Mr. Curtrice. Our experience jas been in our large prov 


are quite incon 


Senator Payne. The type of accident would have an 


Mir. Curries 


ietermninmation on that / 


Yes. it would make a 


‘ 


LW 


rreat deal of difference 


Senator Monroney. Mr. Curtice, going back to this cancel 


itil Ol 


] 


ee ld cx sac de ; ided as : » far mcnnahle ter 
tise s VOUP OG contract provided as a Cause for reasonapie er 


Will the hev 


that / 


\ 
Ir. CURTICE. 


\ 


That clause is not im the new contrine 


special tools, 


Senator Monroney. That will! be out 7 


Mr. Curtrice. We will have them 
ri] . 
vill order them. 


avallable: 
If not, there is no requirement. 


if 


CO nse? 


] 


| 


fo 


1¢ 


{ 
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nator Monronry. He must carry at all times an adequate nu 
bor, and assortment of parts and ACCESSOTI1ES, That would be a rathe 
normal thine to expect the dealer to do. 

Mr. Currice. Yes, it 1s cesirable that he have that. 

Senator Monronry. Nobody is trying to raise any question abot 
that. Iwas just trying to raise the factors of cause. 

Mr. Curricr. But we have provided in the event of termination w 
take them back if they are in good condition, both the accessories a1 
il] - “8 parts. Furthermore, if you will recall, yesterday I stat 
that » have incre ase .d our allowance from 2 to 4 percent of the annua 
wan cn he veal purcha es, that he May turn to us to keep a 
idequate supply of parts on hand, due to ss comple xities and the 
increasing number of cars so that he won't get overstocked with som 
that are not suitable for him. 

senntor MOoNRONEY. But that would he subject for cancellati 
fy "i ith those other advantages of trade-backs, he failed to carry : 
Su ent supply of parts. 

Mr. CURTICE. That is right. It would never, in my opinion, | 
ised, because I don’t think that ever in our history that has been 
eause. 

Senator Monroney. You would not consider that parts phrase to bi 
a Cause for ter nination it ine denler deelined ro pean wholesale } an 
lealer ? 

Mr. Curricr. No, sir 

Senator Monroney. There has been some testimony on that, that 
the ire of zone managers has been aroused when a dealer said he didn’t 
wish to bea wholesale parts dealer 

Mr. Currice. Only a very small percentage of our dealers ar 
W holesalers in their own right. Some people can conceive of the poss! 
bilities of profit from that phase of business. Others just don’t want 
to get into it, and that is perfectly all right with us. The plan 
available for the 18,500, and I think that considerably less than a third 
take advantage of it. 

However, Miany of the 18.500 will sell at wholesale and receive the 
benefit of the override which accompanies a wholesale sale. 

enator Monronry. The cancellation for failure to develop thé 
les area “to the satisfaction of the factory,” that has been stricken / 
Mr. Curricre. Yes, we deleted that and we spe ‘led out exactly how 
the performance of the dealer is to be determined in relation to other 
dealers in his own zone of influence, not necessarily exclusive of the 
nation: il or regional, but pr imal ily the zone, and t: aking into account 
specifically the local conditions, if any, that might have an effect upon 
his performance, plus the fact that a considerable period of time will 
be taken into ¢ se deration in appraising his performance as a quality 
deale is 

Senator Monroney. That would not be 1 year, for example? 

Mr. Curtrice. Beg pardon? 

Senator Monroney. It would not be 1 year for an old dealer? 

Mr. Currice. Oh, no. 

Senator Monroney. You would give him adequate time ? 

Mr. Curtice. The one we were talking about vesterday was 3 years 
of performance substantially below sté andard, or below average. 

Senator Monroney. But what the factory considered then was only 
the percentage of Buick sales in its price class, compared to the number 


2 








my 4 
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f registrations in that particular community by which you arrived at 
e quota that he should have had ? 
Mr. Curtice. But the statisties are all made available tous. We buy 
em from the R. L. Polk Co. They are the same statistics that the 
ntire industry uses In determining how many of each make of ear | 
iid in every community in the country, as well as every State, and the 
al for the 48 States 
Senator Monronry. But if he is put up against a hard and fast 
ta. such as Mr. Hufstader testified to vesterday , if that is eoing to 
his required annual output of cars in that area, regardless of boot 
’ ring conditions that mieht exist in his line. or conditions that might 
t vis-a-vis lavotls in the shipvard or other economie factors, he is 
In just as bad jeopardy if that 1s TO be “a hard rule? 


Mr. Curticr. Mr. Chairman, I think that what Mr. Hufsta ader te 


1 
d to was that this dealer was substantially below the aver aie the 
ner — dealers in the same zone, and the statistics fon which 
it conclusion was re: rete are the statistics that are wathered by 
ie R. LL. Polk oa le, not by us They are the registrations of all of 


cars ee Lin Jeaumont and the other cities 
nted by the Dallas Zone, 
Senator Monroney. But those include all bootleg cars, those going 
rough illegitimate channels, and everything else, and this dealer 
ving to observe vour pronouncement of no bootlegging, which we 
pe would be discontinued in the whole industry. but if in General 
\fotors the dealer is put up against all of the registrations, both those 
riginating from franc hised dealers and nonfranchised dealers, he is 
ng to find himself almost compelle ito revert to blitz and wheel-and- 
ltvpe of nerchandising. 
Mr. Curtice. As a matter of fact, I don’t erent that Is quite so, 
Senator, because the one set of figures represented t!] otential if t 
ty was to operate just on the average basis of the zone. ~The total s 
egistered in the community were below that figure and 


and other areas repre 


this ae 
were somewhat below the total number of Buicks registered in 

‘community, so that there was no hard and fast rule. The potential 

is just the potential calculated on the basis of if he was doing an 


verage job in relation to all other dealers in the zone of which he is 
1 part. 
Senator Monroney. But the — I get back to is if in the new 
contracts we strike the —— “to the satisfaction of the factory” 
| substitute a percentage of oti class as a rule, then in establish- 


¢ what is necessarily ¢ an n average figure, half are going to be above 


t + 


| it average and half below that average. 
; Mr. Curtice. That is right. 


Senator Monroney. So half of your dealerships, no matter how 


ood they might do. can find themselves in hot water if that is going 
» be one of the prime reasons for termination. 
‘ 


Mr. Curricr. But you wouldn’t think that I was a very good de aler 
f I sr se to operate for 3 years at 65 percent of that average whic hy 
made up of those way be low and those way above, you see. 
Senator Monroney. Well, of course, I think it depends on how you 
idhere to the coming up to the average. If it is over a period of a 
few months, that is one thing. If it is way below the average, that 


another thing. But if any time a dealer fails to come up to the 
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iverage over, iV. i period oft up to a year, the denlers ave oF 
to be in just as much fear as they are under the clause “to the selle 
sal ractio ae Whicl hoy in the contract. 

Mir. Curtice. No. You mentioned local conditions, of course, 2 | 
Gli and ahnyl ne of tha rt, IT snid in thr dese] ption of the form 

it all local conditions I] be taken into consideration. Howevei 

Senator Monronrey. Would that include the mercehandisine con 
tions hn that area, too, \ here vou Dwight have il bie wheel and i( 

ermarket f 

Vly C URTICI “Li 1 \Opping bit 1] Stilt t| tt ment 
place. But no deal ro oha been terminated on a short-term Pook pel 
formance record, ‘T] a lone term, and he didn’t show any 
rovemment GUrine ny o1 that period, 

senator Monre NEY Well. | ahh hot really talk he about the Via 

Mir. Curtrice. I know. 

Senator Monron Yy. | am talk ney about and there will be pre 

ly only a hundred, maybe, that will be terminated—but with th 
termination of this hundred you night have a continuing fear ai 
discouragement im the arts of three or four or six thousand deal 
who mav not be in dane r. | ut if the rule ts there in the plan. th 
| = thre V are above avel ive, they will be terminated — 


Mir. Curtrice. Oh. no: there is no rule. 

Senator MoONronrEyY. Believe hie, if you Cah take some oft the fe 
away from these dealers and let them get on to selling automobiles, vo 

i! sel] a lot more cars 

Mr. Curtice. That is what we have done. 

hh C] UPd, | would | ke tO SAY il is: The members ot oul leak 
council, when we presented this clause. the spelling-out, were vi 
pleased with it. They thought it was a very fair, very equitable agres 
ment, and one of then suid that is “a whole lot better than I cou 
ave done it,” so I think that vou will find—as a matter of fact, 

K vesterday Vou st ited that someone had said that Buick sent on 
these letters to 6 percent of their dealers. 

Senator Monroney. Automotive News said that they had sent th 
outtov percent. 

Mr. Curricre. Well, that is not factual I think the record ind 
cates they sent ont about 140 such letters. 

Senator Monroney. Another clause is to develop sales areas an 
devote full time, attention, and energy to conduct of dealership. 

Mar. Cerrice. That has been deleted. 

Senator Monroney. That has been deleted 4 

Mr. Curricre. Yes. 

Senator Monroney. Employ sufficient 

Mr. Curticr. However, when I mentioned that to the dealers 
this addre s I did say that 1. f course, had oTeatl contidence that thie) 
were going to devote enough of their time to the business to make 1 
a suecesstul business, and I think that is a reasonable assumption. 

Senator Monroney. You don’t want any “part-time presidents” ¢ 
dealerships. 

employ si fheient number of competent mechanics. ‘ hat wor ld 
probably he left in / 
Mr. Currice. That is left 








tor Monnoney, Establish regular contacts by mail sr ne 
with ownel hal ers of factory prodiuets len] 
r Ve Lik Ve LanO ec ft iw vou di ec lit 
wali vy the factory 4 
\I C URTI¢ 1 ire hha ilo eM ll‘s 
Senator Monronery. And ) e OW] eto , 
\ CURT ilat is eht. and sal ) { 
itor Ma ONEY. But re will probably 1) me ref a 
| yiit tcl iO) hat / 
Ver. Currie Oh, ves: that is spelled out that we will share h 
alf, we will share 50 percent cost of both of those 1 PLS. i 
ny nia to th iow Cur. 
Senator Monronry. Execute and deliver to each purchaser 
“el e pohev on form upplred by the fa tory 


Mr. Currice. That is in. 

Senator Monronry. Failure of dealer to prompt and satisfactorily 
ce at rensonable cost. 

Mr. Power. That is right. 

Senator Monroney. That is still in 

Mv. Curtice. Yes. 
wtol VIONRONEY. And install rik tory system oft time allow: Ces 
Var nity poli \ and other work and charge factory on the basis of 
time allowanee, change from 65 to 100 percent ¢ 

Mr. Currice. We have assumed 100 percent of the warranty cost 

Senator Monroney. Which would mean, then, that even a bootleg 
could now be serv iced without loss tothe dealer / 

Mr. Cortice., Well, the previous one could have been, too. 

Senator Monroney. Assuming he had that much profit in his labor. 

Mr. Curtice. The 65 percent would cover his cost on his labor. lle 

d 65 percent of labor and 100 percent of the parts cost, plus 10 

cent. Now he has 100 percent of the labor on all Warranty jobs. 

Senator Monroney. So it would not be a substandard rate at which 
as domg it now. 

Mr. Curticr. No. 

Senator Monroney. Keep up-to-date records regarding sale and 
e ot new motor vehicles and chassis. 

Mi. Power. I think that is still in. 

Mir. Curtice. Tthink so. 

Senator Monroney. Maintain adequate net working 


ow 


capital and net 


\Ir. ( rrick. We have prov ided that that be flexible. 
We will sit down and discuss it with the dealer. If his busines 
lines he would have a requirement for less capital or 1f it expands 


vould have requirement for more. So itis put on a purely flexible 


i) 

Senator MONRONEY. Acequate stall of salesmen i selling md a 
onsuimer relations organization, 

Mir. Currice. That is still in. 

Senator Monroney. Business hours customary in the trade. 

Mr. Curtrice. That is still in. 

Senator Monronry. Do you have any policy regarding Sunday 
opening 


~ 


‘ 
Mi PoweEr. Phat is coverned by more or less local laws. In some 
hind ; | 


ind some cities thev are open, and in others thes ire hot 
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Senator Monroney. But you have no policy. 
Mr. Curtice. No policy. 
Senator Monronry. If all of the major dealerships are open, to 
et competition, you would expect him to. 
Mr. Currice. That is his determination. 
Senator Monronry. You would not cancel him for not staying 
ope 1 ¢ 

Mr. Curticr. No; we have nothing to do with that part. He is to 
keep open norinal hours. 

Senator Monroney. But Sundays would not be considered manda- 
tory ¢ 

Mr. Currice. No. 

menator MOoONRONEY. Maintain place of business, including sales 
room, service station, parts and accessory facilities, and used-car 
facilities satisfactory to the factory. 

Mr. Power. That is right. You see, in some of these that you are 
enumerating, no one of those would ever be a condition or a cause for 


rive 


cancellation. We would not exercise the right in that way. But you 
have all of them in and many times the combination may be there 
where he is not living up to it and you will find if a dealer is not living 
up to one provision or isn’t performing his obligation in one instance, 
generally he is not in the others. Those are all sorts of operating 
r'« quirement sthat are grouped together. 

Mr. Curricr. And of course, if we canceled for performance say 
and the dealer did not agree with us and he brought suit, as I stated 
before, he would be entitled to money damages, so I think that we 
would be quite careful in the exercises of that rieht. 

Senator Monroney. Would you now notify hin as to the cause of 
cancellation in writing 7 

Mr. Power. Oh, yes. 

Senator Monronry. That hadn't been the past custom, was it? You 
allowed him toexpire by nonrenewal. 

Mr. Currice. If we canceled for cause, yes, but on nonrenewal, no. 

Senator Monroney. But vou now have a 5-year contract, you see. 

Mr. Curticr. That isright. 

Senator Monronry. So you will have a different approach to the 
thing. 

Mr. Curricr. That is right. 

Senator Monroney. On a year if he just wasn’t given a new con 
tract, he knew not definitely why he was not reappointed, 

Mr. Curticr. He knew. 

Senator Monronry. But he didn’t have anything in the hand to 
show why, which is sort of a bill of particulars that most of us in the 
Government have to give for anything that we do, you see. 

“Lise and keep up to date uniform accounting systems designed by 
factory.” 

Mr. Curticr. Yes, 1 believe that is in. 

Senator Monroney. Would that require a dealer to purchase only 
the factory-recommended supplier or could he buy these accounting 
forms if they were identical from any factory ? 

Mr. Curtice. Oh, anywhere that he wants to have them printed is 
all right. 

Senator Monroney. He no longer has to buy from one particular 


seller ? 





~] 
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Mr. Curticr. Tle never did. 
Mr. Powrr. Tie never did. Many dealers buy from other estab 
shinents. ; 
Mr. Curvice. We just like to see uniformity in results. 
Senator Monroney. You have to have the same forms to relate vour 
bunny thousands. } 
Vir. Curtice. That is ri 
Senator Monronery. But those could be supplied as lone as they 
ere in standard forms by any supplier ¢ ; 
Mr. Curtice. That is right. It was ve ry interesting as to the ex 
ressed aesire On the part ot our deal r * ecounce)l for us to expal ad our 
lness Management services to our dealers which we are undertaking 
odo. whieh ties right In With this finaneial report, 
senator VIONRONI yr. Make reasonable « Hort to satisty custo) 1eérs, Te 
Ue and servicing of factory products. 
Mv. Curticr. Yes: that is a stipulation in the agreement, 
Mi. Power. May I say for the record, Senator, that on any of these 
re vou mention as you did their facilities Satishactory to the seller, 
Ose provisions are ho longer in, that is to the satisfaction of the 
ler, ‘They are all just on the basis that thev will maintain satis 
ory fae ities, but not satisfactory to the seller. that is not in 
e unvmore, 
senator Monroney. You will not be the sole judge. 
Mir. Power. That is correct. 
Senator Monroney. It would leave the matter open for contest 
Mr. PoweEr. ‘| hat IS right. ‘Those have all been eliminated. 
Mi. Curtrice. We did have one requirement in the former agree 
nt that we be permitted to Inspect the premises. We have elim 


ted that because we think that we would be quite welcome at all 


Senator Monronry. I would think so. I do net even think you 
uld have to come alone, Mr. Curtice, to vel the zone Manager in. 
ulure of dealer to properly condition car prior to delivery. 
Mir. Power. That 1s still in. 
Mr. ( NX RTICE, That is for I he protect ion of { he customer. 
Senator Monronry. Promptly perform and fulfill all terms and 
conditions of owner's service policy. 

Mr. Power. That is still in. 

Senator Monroney. Perform and fulfill terms and conditions of 

Wranty. 

Mr. Power. That is still in. 

Senator Monroney. Permit factory examination of accounts and 
records, 
Vir. Power. I believe that is still there. 
Senator MONRONEY. Permit factory to inspect place ot business at 
| reasonable times during business hours. 

Mr. Courtice. That has been deleted. 

Senator Monronery. You took that out. 

Mr. Curtice. Yes. 

Senator Monroney. Permit factory to inspect and recheck service 
facilities and stock of parts and accessories at reasonable time during 
business hours. 


Mr. Power. I believe that is still in. 
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a <ct 


faaan had lost his lease 


Mir. Power. No, what we are talki mbout there is where he want 


fo puta used-car lot or some Lae whieh othce lis hit over where Sole othe 


eniranchised denlei sand right into the Spotl where he Is. It is fe 
the protection of the dealers thenmiselves. 


Senator Monroney. But it wou! nor pet i iid apricirous ci 
tion of the zone manager for a location i another part of town that thi 


dealer felt was not propitious to merchandising. 

Mr. Curricr. No, locations are a matter of determination by thi 
(IVISLO now sul Ve thrat (hey bhhe ke, ana nilso a survey which Is Lrcte 
v the staff under the vice president in charge of distribution, ane 


for ayy ada {101 ul location hist clear both OT those 
operations and agreement with the dealers, if it is ina metropolita 


territory. 


Senator Monronery. S¢ Hine, oliering Tor sale, or Usine as wenulre 
factory parts anv part which is not in fact a genuine factory part. 

Mer. Power. That is correct 

Senator Monroney. That genuine fa tory part provisions still av 


hea i Ml. 
r. Power. That is« 
Senator MoNnRroNEY. 


Ose ave not necessarily manufactured Ly Thy 


| 


rnaetory Themselves, rare they 
Mr. Curtrice. No, they are engineered and spe fied by the factory 
Senator Moxronry. On the repurchase clause, will the dealer b 


rotected 1f over a perl xlotafew vears he has asked vou to repurchas 


some of his ears, will he be protected from any antagonisms that 
ryt bearou ec] | \ thre QO} Ol asl Smenneer / 
Mer. Cortrice. He cert ly would 
Senator Monroney. They have had that right in the past and Tat 
tai ed DOV many leals si if Chey feat to use it fol fear of INcurrine 


Mt pleasure, md havihe the say “You SISSV., VOU Cant vet oub ana 


ell thes irs vou have got 

Mr. Curtricr. I think if the dealer finds that he has what he would 
msider to be excess Cnt anad otlers them I yeni k to us that there would 
eno recriminations resulting from such actions on his part. 


Senator Monroney. At any rate, it could be taken up with the vie 
preside} tin Charge of dealer relations 

Mr. Curvice. That is right. 

Senator Monronery. We are going to build that job up. He will 
De a busy Phd We started talking about stimulators vesterday ahid 
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ui said if Was covered in the later parts of your statement but 
ib bame. 

Mr. Curtricr. That is right. 
Senator Monnroney. The two sources the dealers bl: 


i) prin 
Detroit. ; i a3. he st esd ass ei ‘ {" 
iy etroit, and (2) the stimulator dealers. On page & of 
iony vour definition of “quality dealers, you state in the m 
ne page. 
B quality dealers” we mean dealers with adequate facilities, sound 
dising practices, and a sales potential sufficient to enable them t 


profit 


Mir. Curtice. That is right. 
Sseharor MIONRON] ee Now, construed as i read this statensn 


ud vou mean, ft ub would a Hect and To am merely try 


miliv it to nake the record cl ll would li etfect preve lit 
! 


1 
ewnler With a quarrel Of-a-mithon-dollar investment in 


Qt Pron laviIng to compete across the river With 2 man vivel 
e Tral ch ein a only (hIZedad-1roOn barn, perhaps i air floor, al 
ivboe a service Gepartment Consisting ot one mechanic or meth 
it} itire: would { hot 
i ( tl I ! thin I stat ah quite learly that anv new dealer a 
til yVould ive TO mee Line est OL a gual ied deal l ! iil 
ties cul Oncerl 1 ile aha Service peratlons oO that no n 
! Will be inst vile i WithOU hel HAVING 1 defi me conmnitl 
de facilit quai to the potential of the area for which t! 
i] py hn i ( \ il re beIne Granted tii rivi se t 
Senator Monronery. But one of t ditheult nation n tl 
ris that an established dealer in a community of one hundr 
indved, or five hundred thousand, compu bout thie pe hie! 
put im t 1e nerghborime snl town, 15 or ZO mil Out, ( 
istimilator dearer, It hie votten to} a Taniiiiar tern lL 


onpobiie trade, 


' / . 4 } 
Mr. Curticr. Yes: I know. 


Senator MoONRON! He Where this Mhbadi with perhaps Lo0-ent tnarket 


elling 500 cars—and that could not be unknown to the z 
l to your district sales manager——and vet that pob that he 
we 1Ng held out as one of the bright spots In automobile ni 


Tt T j 


Mer. Curtrice. Under the bootlegeing section, T said there w 


iIses of 


to our agreement that would help to eliminate it. 


Senator Monroney. That isthe clause of territorial security. 


] 
t 


Mr. Curtrice. That was the buv-back clause. Also among 


(rs | said we are VO ne tomauake our very best elrorts to see to ) 


+ 


1 dealer gets all of his cars to 


i If we are unable, due to material shortages or whatever the 


; 
av he wants it, he doesn’t want it. and he can cancel it. 


. ' 
Phen | went on to sav that we are ts kino a evood MOK AT 


ential of every denler in relation to his area. What DT mear 


at is if the aren is evood for a certal number of cars, 1f 


pote } tin! he is hot Come to ¢ +t aT] yusand wTs allotted 


‘ 


~ 


the 


| 
to 


ise to supply the car, identical, then we give him the opportur 


him. 


wotlegoing, and I discussed the clause which T wanted to get 


the exact specification sas he orders 


1 \ 


lac 
by 
spf (} 
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Senator Monnoney. And he will be established with the same fa 
hat his rival franchisecdl dealer in a nearby conununity of eq 
S ild requ 


Mr. Currice. That is mgeht. 


Senator Monronry. So you cannot have a man with a §290,0 
investment forced to meet the competition in the neighborhood f 
a @alvanized-lron Shea. 

Mr. Curricre. That is right. You will find if you have the opp« 


tunity fo read the resentation which | nade to the dealer body, 
covered that very well, tls well as 2 statement to the elfeet that 
have concluded th it we have enough dealers to sell the General Moto: 
pro lucts, and aAnV appo intments for the remainder of 1956 will 
contined strictly to replacement 

Senator Monronry. You do. not anticipate stimulator or deal 
coming in around an area / 

Mr. Currice. We have never appointed stimulators. They ma 
develop but we have never appointed them. 

Senator Porrer. I assume you have to take into consideration thy 
fact _ new areas spring up very rapidly. 

Mr. Currice. That is what Iam pointing out here. 

toe Monroney. Trade practices change. 

Mr. Curtrice. We are taking a good look at the sales potential o 
every dealer in relation to his area. In recent years important change 
have taken place in the relative potential of many areas, and that j 
true from the cities; the suburban growth has been very great, and 
very rapid, and that requires a reappraisal. Our distribution allot 
ments must keep pace W ith those changes. and SO that is exactly wha 
we are doing. I] might quote from this talk in California: 

The selection and appointment of new dealers. The wholesale personnel o 
the division should carefully appraise the potential of an applicant to becom 
a General Motors quality dealer in the light of all of the considerations applic: 
ble to a proper evaluation of the performance of a quality dealer already in the 
organization. Furthermore, no applicant will be given a General Motors frat 
chise unless he is prepared to provide adequate sales and service facilities. 

That eliminates your example that you gave. 

Senator Monronrey. Would you have any objection since you 

closed circuit television receg ast did amp ify many of these featur 
to including that a part of the record? ] do not want to violate an 
trade secrets, and if there are some that appear, if you would 
(hat out 

Mr. Currice. I would be very glad to put it in as it is. 

Senator Monronry. We didn’t wish to violate any trade secret: 
We know there are things you sometimes discuss with your dealers 
as Gimbels doesn’t want Macy’s to know, General Motors doesn’t wan 
Ford to know. 

wie Ccurricr. | didn't believe that we could have 39 meeting 
throughout the country without having some uninvited guests presen! 

ie nator Monroney. I think it might help to amp lify many of the 
statements. 

Mr. Curticr. Iam very happy to make it a part of my presentatior 
and it does amplify certain of the points which I lave made in thi 
presentation and ¥ vhich I have kept as brief as possible in the interest 


of time. 
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(See General Motors Con |). exhibit No. ae appendix, D. Gad.) 
Senator Porrer. On that paragraph that you made reference to 


rom your prepared statement about your production of automobiles 
ng such thut no dealer will have to take any automobile unless it 
eets his specifications, that must present a real production problem, 
loesn tit ¢ 


Mr. CuRTIC! Oh, it is a very complex problem, because I eited an 
cumple yesterday that we experienced a glass shortage throughout 
1955. We have the clear class and the “K-Z Kve” olass, that is the 
aded top. We never had an adequate supply on hand so that every 
ar could he built exactly with the windshield that Was specified. We 
vill now ask the dealer if we have to make the substitution. do vou 
vant this car ¢ 

if he doesn’t want it, that is perfectly all right with us. 

We will apply it to some other order, to some other dealer, but he 
as the opportunity of accepting it, waiting for the car to come 
through, and we will tell] him a SOOM as possible, or canceling the 

rder outrieht. 

Senator Porrer. Today there are so many optional things with an 
uitomobile, the color of the car, the upholstering, and many other 
things, that it would seem to me that practically each car is custom- 
built. 

Mr. Curtice. The whole problem is a complex one but as I said 
earlier, it is a very fascinating business and we are doing quite well 

th it. 

Senator Monroney. Department of understatement. 

Senator Porrer. This has nothing to do with the hearing, but I 
often wonder what becomes of all of the old cars. You know you can 
eo to South America and you will see automobiles of a vintage of 1918 
nd they are running, but you very seldom see on the streets here a 

ir older than 5 years old. 

Mr. Currice. There are a great many older than that out here. I] 
have seen them since I have been in Washington this time, quite a 
good many that really belong on the junk pile and we try to get them 
there as fast as possible. 

Senator Porrrer. I have often wondered if we had a burial lot some 
place. 

Senator Monroney. I am glad you brought that up. 

Mr. Currice. Each year there are so many that go to the graveyai 

Senator Monroney. Why couldn’t the automative industry maybe 

ty up a small fund to help eliminate the automobile graveyards 

mar the entrance to almost every community in America? It is 
the most unsightly thing on our landscapes. The sight of a car, when 
t reaches its 20th or 380th birthday, rusting out on acres and acres of 
lerwise pretty land, seems to me to present something of a responsi 
ty to you men in Detroit who are taking those cars off the road but 

e not provided for a decent burial. 

Mr. Currice. Well, that poses a real problem. 

Senator Monronry. I have always thought that with all of the 
genius that you have in Detroit. that somebody could make a mobile 


el and baler for scrap to pil il few of those on the roads In the 
{ to go around and maybe lease this maonificent produet to 
hg and baling old car bodies. and it would help to create a supply 
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of scrap that is just rusting away; and it is an eyesore to all America 
Mr. Currice. They should go back, those portions that could be 
Opped up and reused as stee| scrap, pe rh: aps s houl | go bac k. As I 
matter of fact, there was a ser: ip sallon program, if you will recal| 
during World War IL, during which I assume many of the frames and 
aoe parts oft the old vehicles were collected together and reused 
‘form of scr: ap. That was a campaign. 

Le lon’t KNOW just whe re t he » burial pl: we would be. 

Senator Monroney. What I mean is a mobile truck unit, a pretty 
heav unit, that would have a slicer anal baler, so that instead Ol 
hauling all of the car bodies 20 or 30 miles from a small town, where 
these things seem to pile up instead of hauling those bodies to a 
central junkyard for slicing and baline,. to lease these on a more oO! 
less basis in which the automobile industry, the manufacturing in 
dustry, would accept its responsibility for proper burial—but to lease 


tT} 


these to pi ivite Operators Wo could then LO make a deal with an auto 
mobile graveyard g Vand give him so many doll: is for his rus ting Ou 

hulks oO; bodies, slice t he mm and bale them. and gel them on back into 
making nice new ShuULY cars 10 Detroit. 


iF seers to me i rather s mple operation if somebody would evel 


Mr. Curvicr. You see, we don’t make steel. The scrap which would 
come as salvage from them would find its Way through the scrap 
dealers to the steel 1 dustry. 
enAatol Monr INEX.« But you ave so progressive in Detroit and stee 
Stoo siow to take On hew ideas, that you could | elp rid the landscape 
real public-relations job fo. 


somebody to put a few trucks on thre round ana Se ¢ it you can’t slice 


of these hulks, and I think it would bea Oo 
them up ana get rid of them. 
Thisisnota part of our study. 
Mr. Currice. We will take the suggestion under consideration. 
Senator Monroney. One point on page 34 of your testimony, deal 
ing with bootlegging—you mentioned a fact of something that occurred 
quite often to the embarrassment of partic oe western and mid 
estern auton obiles that new cars were 1n » hands of bootleg gers 
even before there was necessary production to supply dealers with 


+ ] te } ] 
stocks for display and sales purposes. 


Will there be steps taken to more equitably serve all dealers with 
their display cars than has occurred in the past 4 
Mr. Curtrice. The etfort is made to do that so that every dealer has 


a relative part of the total that are sabiadili at the beginning and at 
the announcement date, and that is followed then by continuing ship 
ments in relation to their orders and their allotments, SO that that is 
by ing done. hut the problem 1s that some ot those dealers, enfranchised 
dealers, sell these cars into the bootleg channels. 

Senator Monroney. Well. I would rather guess that these 

Mr. Curtice. They did that. as a matter of fact, in the prewar days 
on amore lit ited basis. 

Senator “sence Well, I would guess with you. though, that 
many of those early model cars are actually bought by the bootleggers 
at the regular consumer's price in order to beat the franchised dealer t: 
a showing of that car in the community where the franchised dealer 
operates. It is sort of a race to be there first. and without taking a 


rofit on a few cars, the bootlee dealer would be elad to h 


m that he has new model ce 





AT 
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enfranchised dealer. 


Mr. ¢ 


tow homeve rthey nl 


\ir. 
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Power. | 
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VIARKI 
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PING 
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er. however, 
price tO put 
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wsa 


} 


Food 
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sells to the none hiranc 


that ear in his lot. 


He 


enfranchised dea 


‘obahlh 


at th: 


has to use 
it polr 


it when the 


hse 


fy 


os 


ave 
v, to the embarras 
f out dealer 
lear. t] ioh, tl 
from 


action, and then the 


t to get the car 


noc | IS new 


1 \ 
e there steps taken te that equitable distribution in the early 
ives of a model occurs 4 
Mr. Curtick. Oh, absolutely, by every division. Every dealer will 
ve a representative stock of cars on hand at the announcement date 
ise Wwe spenad millions ot dollars for the announcement, to oring 
yple In fo see these hey ‘reations mad we want all <eCTLOI ol the 
ntr to be accorded that opportunity. 
Senator MoNnront Bat I dowt men }ti { « 1 oO he date lf 
! is hot, its hottest pomt Is the first 3 months of the ‘ iocel 7 
Mr. Curtice. And then the continuing flow, except for interruption 
{ may experience af some plants and not at other Phere is a 
Ny ry de distribution direct] 1} relation to the siz ot eacl 
nehise. 
sehnavor VIONRONEY. But generally speak Oo thie in effort PyVevete 
1) tS 1 ne the demand is th) Hig 1e to vet vl 7 table ito 


Mr 


oereemen 


rb 
Se} 


/ 


Mr. 


that. 


Power. Pardon me, may LT make a statement to clarify 1 re 
nd that is in connect with the change of location of faciliti 
ting In new facilities or a used carlot in some po if or the a} 
lent of a new-car dealer. 
he metropolit in t is provided in tl addendu to oul 
t that all dealers will be consulted. The termination, how 
hot hiade Ly\ avreement, TI if Is ma le \ Greneral Mot 
I just wanted that clear in the record. 
ator Monroney. Yes. You don’t have the new contract ready 
Power. No, we will submit a copy of it. We hould have one 
i Cie end of the month and we will submit one to you. 
‘General Motors Corp. exhibit No. 3, appendix, p. 550.) 
wor \VIONRONE) We would apprechate ben oO favored Viti f 
are SO Thany re forms dl cha Ves That wv would like to se 
We submitted this lis nterrogatories to yo sO VOU ould ) 
t we would be talking about. We wish to ask those o v, bu 
il} follow the same language and be a part of your oral test 
We submitted than in advance in order that you could have 
sO that vou voule 


stributior 


"URTI 


fo. proper consideration of 


of the en 
Yes,anda 


Senator MoONRONEY. 


No, Sir. 


I see. 


CONTINUATION. Ve 


Did You have any question on 


ihe questions 


isked onthe spu of the moment, 
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The first one was: W hat is the pol cy of yout ‘corporation regarding 
the ow ‘ship by ts officers or district or ZONE sales emp loyees, O} 
members of their families, of a legal or beneficial interest in any of 
the independent corporations supplying its franchised dealers wi 
woods, such as tools, ncconnti &” forms, and so forth. 

Mr. Power. Would you also read the second question, because thi 
answer Is to both questions. 

Senator Monronry. Yes, sir. What is the policy of your corpora 
tion regarding the owns rship by its oflicers or zone or district sales 
f their immediate families of a legal or a bene 
ficial interest in wa ns independent corporation supplying automobil 
deals ‘s with services, such as automobile transport companies, advertis 


employees or men ibe rs oO 


ing agencies, p rintin & CO! panies, Cc. 

Mr. Curricr. In answer to interroga tories Nos. 1 and oy. the cor 
por ation ht is ho expresse “d ] olicy reg: — the ownership by its of 
ficers or any of its employees or their immediate families of a legal 
or a benefic ial interest in any indepe aie corporation samabeien its 
enfranchised dealers (a) with woods such as tools, necounting forms, 
and so forth, or (4) with services such as automobile-transpert com 
panies, advertising agencies, printing companies, and so forth. It is, 
however, wel] understood in Genera! Motors, that any officer or em 
ployee, or anv member of their immediate families, should not have 
any interest of anv kind in any supplier of General Motors or its 
dealers which might conflict in any Way vith the interests of General 
Motors or its dealers or which. even in the absence of such a conflict, 
might result in any unreasonable or abnormal benefit to such officer 
employee, or member of their immediate families. 

Senator Monroney. In other words, w hile there is no stated written 
policy, no action taken b vy your board of directors, the understanding 
thie the corporation is that officers or emp lovees of administrative 
position and each time we refer to those we are refer ‘ring to th: at type 
os employee, or members of their a family—should not en 

wage in activities where they had a pecuniary interest that would | 

aoa to the interest of (a) the C aa: or (/) the dealershi Mp 
Ee with whom the dealers are sl ogested or ures d to deal? 

Mr. Curtice. That is correct. 

Senator Monroney. I see. 

Interrogatory No. 3: What is the policy of your corporation toward 
financing dealerships t 

Mr. Curticr. In the answer to interro; gatory No. 3, the pohiey of 
General Motors with respect to the financing of dealerships is set 
forth in the Motors Holding division dealer investment pl in, a COPS 
of which is submitted herewith. (See General Motors Corp. exhibit 
No. 4. appendix, p. 879.) The financing is of a temporary nature. 
During the 26 vears of its existence, the Stale 3 Tolding has enabled 

752 dealers to acquire their own business. Today dusnase S4T dealers. 
er less than 2 percent of our dealer body. receiving assistance unde 
this plan. 

Currently the buyout time is averaging 2 vears and 10 months. 

Senator Monroney. Is there any special treatment given to those 
who are borrowers from your General Motors holding division in re- 

card a of cars or terms of payment or anything ? 

Mr. Currice. No, no special treatment of any kind. They operate 
just the « same as anv other enfranchised dealer 





na + 
aires 
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senator MoNRONEY. And there would be no poli 2) that would pel 
he cancellation of a privately finan ed dealer _ Sapie of a dealer 
would be financed by the General Motors Holding Corp. 4 

Mr. Curtricre. No, sir. 
mtorr MIONEONI re And it woul | hot be within the realm of Ww il 
have earher te tified to, thai that operatiol ‘ould be used 


thod of furthering General Motors’ interest in dealerships on a per 


\ 
of 


ent basis orto create a ceneral interest 1}) dealerships ona perma 


t basis for the distribution of General Motors cars / 
Mr. Currice. The facts are just the opposite to that. The invest 
t made by Motors Holding to aid the individual who desires a 


reneral Motors franchise is on a temporary basis. As I stated, sucha 


has enabled 752 dealers to acquire their own business, and cur 
utiv 847, or less than 2 percen t of our total dealer body are recely Ing 
ranee under this plan, and they buy out, as I stated, in a very 
Ort yx riod of time. So it 4s temporary rather than ai gone 
1'¢ is no desire on the part of Motors Hole linge vr General lotors 
ie any permanent interest. 
\sa matter of fact, the plan isso conceived, which you will see as you 
id it, toenable a buyout at th le (uc kest possib le time. 
Senator Monroney. And that is the purpose of the buyout, so you 
| not be connected in any way with the ownership of the distribut- 
end of the automobile in dustry ? 
Mr. Curricr. Exactly. 
nator Monronery. You prefer the private ownership and loeal 
lnagement 
Mr. Curricr. Yes, sir: oe peor. 


4 


Senator Monroney. No. 4: What is the pol icy of your company re- 
rding the ownership by its officers or zone or —— cele tanilcoans 
r members of their a family, of legal or beneficial interest 

lealers enfranchised by your corporath on / [n elie denies Ips 
franchise (| by valhrenenaeatvens) 


Mer. Curtrice. In answer to interrogatory No. 4, the policy of Gen- 
| Motors res ene the ownership by its officers or zone or district 
tiles em pl imovees, or membe srs of their immediate families, of a legal or 

eficial interest in deale rships enfranchised by General Motors, or in 
or e deale ships enfrane thised by General Motors is set forth in 
sident’s general letter No. 807, dated October 30, 1946, and presi- 


] 


i} 


lent’s general letter No. S07 A, dated June 23, 1949, submitted here 


See appendix, General Motors Corp., exhibit 5, p. 884.) 
Senator Monronry. For the information of the record, this is not 
00 long a letter—that was S07 and SO7—A, this is from General Motors 
Orp.. | ctober 30, 1946: 


'T 


he above subject was discussed as of October 24, 1946, at the meetings of the 
inistration and operations policy committees, at which time it was agreed 
at the corporation looks with favor upon those of its employees who are able 
jualify for dealerships selling products manufactured by General M rs 
ver, it was felt that conflicting relationships may result when an employee 
quires such an interest in a dealership and continues as an employee of the 
rporation. Accordingly, the following action was taken: 
i. No salaried employee in an executive capacity, nor any employee of the 
es, service, or parts departments, or of the insurance, or investment subsidi- 
les, Shall acquire the ownership of, or any financial interest—either direct or 
t—in a dealership selling one or more products manufactured by General 
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Motors, al ad continue as an emplovee, unless such products do not ¢ mstil ite 


important or major proportion of the total business of the dealership. 





~. Any such employee, who at the present time owns or has a direct 01 


rect financial interest in such a General Motors dealership, shall report si 





ownership or interest to his general manager or section head, and through } 
to the group executive or vice president concerned The group executive or 
president, together with the vice president in charge of the distribution st: 
shall then analyze the facts and circumstances involved in such ownership 
terest to determine whether they are consistent with the objectives of 
p 
\ (‘| emplovee shal report each instance where a member of his 
ediate ow ership or a direct or 
| ‘ wiNnel lenlership, to his general 
bee r sectic ‘ p executive or vice presi 
erned The group execut or vice president, together with the 
president in charge of the distribution staff, shall then analyze the facts 
! Instances volve ! h ownership or interest to determine whether the 
mISISTE | 1 4 on ‘ o 1 is 1 \ 


Signed) CC. E. WILSON, 


Pre Ride ) 


Phe other le ter. Which ft presume si ould amplify this 
Mr. Curtice. That is correct. 


Senator Monroney. That is 1949, SOT—A, June 23,1949: 


In Letter No. SO7, dated October 30, 1946, subject General Motors employe 








acquiring or investing in General Motors dealerships—there was established the 
“ ‘ that no sal ed emplovee ll executive capacity, hor any employee in t 
es, service, or parts departments or of the insurance, investment, or financil 
ities of the corporation may acquire the ownership, either direct or indires 


of a General Motors dealership and continue as an emplovee 
Phere was likewise established the procedure to be tollowed Where a membls 
f the immediate family of an executive or other salaried employee has, or in 
juire, ownership of a General Motors dealership. 

It is the intent of this policy not to discriminate against those individuals w 
are related to executives and other salaried employees of General Motors o1 
divisions or subsidiaries who desire to qualify for a General Motors dealers! 
ean quails 
By the same token, it is the intent of the policy that the relationship of 
dealer to an employee be not exploited to the advantage of the dealership. W1 
Cor sel and advice on an entirely) personal basis would be a normal thing, it is 


be understood that an executive would so conduct himself that any confidenti 





information be not divulged, and the relationship be an impartial one 


The policy requires that the dealership shall function strictly in acecordat 
with the policies of the division whose franchise it holds, the same as any othe 
dealer. The performance of the dealership shall be judged entirely by the diy 
sion according to its established standards Likewise, the annual renewal 
such franchise shall be a matter for the sole determination of the division 

The dealerships held by the immediate family of an employee of a division 

General Motors shail be reviewed annually by the group executive with f 
executive ce president in charge of staff activities 


(Signed) C. E. WILSON 


That answersthe policy sidle of that 
WI if is the policy of your corporation reoarding the olving of ofits 
or other gratuities to district or zone sales employees by its enfrar 
chised dealers 4 
Mr. Currice. In answer to interrogatory No 
] 


’ 
ho policy regarains 


5. General Motors has 


of vifts or other gratuities to district 


the ‘ 1) il 


or Zone sales emplovees by it ; enfranchised dle tlers. Hlowever, we ¢ 
1] 


pect that any corporation representative wil 


hot accept or rece 


_ 


ny oifts from anvone with whom he does business on behalf of t! 


eorporation Which ll 


rit place him in a diffienlt. prejudicial, or e 
haroe of | 


barrassing position, or nterfere in any way in the disc 
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with parti il consideratyo fon the inierest Of the corpol 
e cle vier or the pel Ol With Whohht he thie, De do ie ton re 
senator Monronety. Do you know or follow any such gifts that lave 
recelved or oO Te | CUP The Lhe OUSe Gl orhiaad bt Wess WI 
Zone ovr district im baer z 


14 (Ns 1 

wir. < URTICE. No. | do} yf 

Senatrol \MIONRON! x {4 Vou Khew of thet. vou would consider the 
itude oF the Gitt and the circum mces 4 


Nir. CURTICE, 1 es. 
Senator Monronexy. We have a rule here in the Senate, 1 VOU ¢ 
bup, smoke it up, 01 drink it Ub TT ldav.it isall right. 
\lr CURTICE. i \\ it | like t¢ Say | do not kKhow Ww ether Vou ky »\ 
Nortons n O)] aioli . 
Senator Monroney. Lt certainly do. 
Nir. Currice. Sam sends me a turkey during the he hidlay season 
vear and we eat it up. 
Senntor Monroney. But wen rally : nvthing of lara Intrinsic valu 
] 
i 


4 ” 
ner or a aeep- TreeZe 


j Be . 
asa grand plano ora large diinmon 
1 
| 


Mi. Curricr, We would learn about anything that goes beyond your 


senator MONRONYI ae And wo Wal be concer eq 11 it did. 

Vir. Currice. And be concerned about it, yes. 

Senator Monroney. Thank you, sir. 

Six. What 1s the policy ol your corporation wit! recard te its olflicers 
ne or district sales employees contacting its enfranchised deal 

hn connection with the solieitation of funds for political contribu 


sor allowing their names to be used in connection with the solicita- 
of funds for political contributions from its enfranchised dealers ? 
Mir. Courricr. In answer to iInterrog@atory No. 6. Greneral \NIotors 
ho polic \ vith reonrd tO its officer or Zone oO} disty ct Sale Ely 
VeeS contacting its enfranchised dealers in connection with the 


fatrion of frinds for political conth hiv onsora low] cy theirn tmes 


be usecl in connection with the solieita‘ion of funds for port ( CO! 


i! I 
utions from its enfranchised dealers. However. General Motors 


d not condone or ipprove Ol Ny officer, zone, or district sale 

plovee using his position or acting im lis capacity as a General 
Motors representative in the solicitation of funds for political cont 
or allowing his name to be used in connection h the so 


. ; : : 
lhtienl contributions for its entranchised denler 


()}) oft funds for po 
Senator MONRONEY. No, 7. does any officer or district OY ZONE tlie 
piovee of vour corporation Or any. rine mber ot thew Mine 1} ire 


have anv leen!l or beneficial interests in anv company which 


pplies the enfranchised dealers with goods / 

Mr. Powys R. Would you mind ready ys al d 14 with that? Wehave 
red them toget! er, 

Senator Moxronry. Does any officer or zone or district sales em 


of your corporation or any member of vour immediate family 
uch offi er or emplovee have any legal or he efi inl interest In any 
ipany which supplies vour enfranchised dealers with servi 
teen ist Tf any officer or zone or district sales manager or any 
ember of the immediate family of such officer or emplovee has an) 
egal or beneficial interest in any company which supplies your e1 
Th hised dealer with woods or sery ICS, please list the name and title 











760 AUTOMOPILE MARKETING PRACTICES 


of this person, the name, address, and business of the company, 
which he has an interest, and the present market value of the intere 


nd if a member of the immediate family of such officer and employ 


he name and title of such officer and employee to whom such per- 
I’ ited. , 
Mr. Curricse. In answer to the interrogatories Nos. 7. 8, and 14. 
have not known of any oflicer, zone or district sales employee « 
Genera] Motors, or any member of then immediate families having i 


l 


interest of any kind In any company which supplies our enfranchi 


dealers with goods or services until there was a suggestion of thi 
‘ 1 4 4 | °, my eee a , 
testimony presented to this subcommittee. The possibility of su 
‘4 ° . -7 ” ‘ 
an interest was indicated with respect to Tour companies supplyi 


either goods or services to General Motors dealers. We immediate 
Investigat “ and were ady sed that no such interest existed. Liat 
one of the companies acdly ised us that its categorical denial of the ints 


1 


est was not correct. We are now informed that Mr. John J. Cron 
vice president in charge of manufacturing staff, is the owner of the 2 
‘his purchase was made in August of 19458 as part « 
a public offeri 1 of 


shares of Kent-Moore Orea ization, Lin havi oa market value « 
$15 per share. ‘J 

f 56,000 shares made available as an over-the-counte 
security m cae, of 1948. Myr. Cronin was at the time general man 
facturing manager of Fisher B “ly division of General ‘ators Cor) 
From the stock list it appears that 100 ra of Kent-ALoore Oren: 
ization , Inc., are now owned by M . My rle I. St. Au bin. director ( 
the service section of the General Mot wirat ‘orp. 

One hu idred shares are also registered in the name of Mrs. Tele 
Laura S mt. Aubi Nn, aie Mrs. Louise i). Stoc K well, as jot tenants, the 
wife and the mother-in law. respectively, of Mr. St. Aubin. At the 
present time Kent-Moore Organization, Inc., which manufactures an 
sells special tools to automobile dealers and others, has outstandh < 
260,000 shares of the common stock. 

Senator Monronery. Thus this investment would represent a rathe 
er financial total and a still more minor portion of the ownersh) 
of the Kent Moore firm. 

Mr. ‘urTICE. That is right. 

Senator MoNnroney. Are there any other ties which would give 
Kent-Moore an opportunity as was testified here to be the listed sup 
plier for the tools for the new model Gener: al Motors cars 4 

Mr. Curtice. None that I know of: no, sir. 

Senator Monroney. It is just a traditional relationship. 

Mr. Curricr. It is a traditional historical relationship as a supphei 
of that type of product 

Senator Monronry. Nine, does any office, or zone or district sale 
employee of your corporation or any member of the immediate family 
of such officers or ee have a ny legal ve" beneficial interest in any 
dealership enfranc hised by peu cen eenen 

No. 10, if any officer or zone or district sales employee of your co! 
poration or any meml er of the teat ih family ot such officer Or 
employee has ny legal « 1° beneficial Interest In ani dealership el! 
fray ( hised by your Corpor: UiON. hi: Ve » such d mlersh bs received ai 
prete ‘ential treatment from your cor aint’ 

Fifteen, if any office ror zone or district sales empl vee or any mel 
ber of an Immediate family of such officer or emplovee has any legal o1 
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ical interest im any dealership or dealersh DS enfranchised DV 


. ~ 4 . > : } 
‘corporation, please list the name and title of the person, Lhe nahi 
i e ‘pn . 1 
address of the dealerships, and if a member of the immediate 


: } : > ee de 1 2 = 7 YP . 
liv of such oflicer or emplovee the name ana title of such ofheer o1 


lovee tov hom such pers nis related. 


Mr. Curticr. In response to iterrogatorie Nos. 9, 10, and 15, to 
how ledge (a) no oliicer or zone or district sales employee of (ren 
Motors has any legal or beneficial interest In any dealership e 
sed by (rene ral Mi cvors, (dD) } iemibe I's ¢ f the immed ate families 

SON) such officers and sales employees have such wun imnterest, and 
dealer Ips Nn which such mterests are hela by members of the 
ciate Tan lies of some such officers and iles employees have hot 

“i any preferential treatment by Creneral Motors. All su 

el ts are to be reported und r the COLDOLal ons policy, | it col] Ci 
e information involves a check of several locations We havea 
t! list compiled since your letter was received on March 5, we 
omple Wie the check of ow recora and w li file a complete | t of 


formation with the subcommittee ina day or two, 





Senntor Monronety. You have not that lst reht now. 
dir. Power. No, that is Just family relationships and it goes pretty 
we have found that it is all mixed up. We are havi t 
ed thoroughly. 


“el itor MOonNRON]I . Wey Oula pp} Terto have itcorrect. 


Mr. CUuRrTIcE. We want It to be rioht when we submit it and 
other dav or two to be certain of that. No. 12 1s the only o 


ive left. 

see General Motors Cor D. exhibit No. 6, appenaixX, p. 558.) 

Mr. Power. ll and 1y. 

Senator Monroney. Tias any oflicer or zone or district sales em 
ploves of your corporation ever encouraged or willingly allowed his 

ime to be Sed in connection vith the solicitation of pohtical COl 

mitions from it 3 ¢ nfranchised dealers / 

{ welve, if any ofhicer Or ZONne district Sales employee has ever e! 

mraged or kn \ mngly allowed his hame to be used in connection 

the solicitation of political contributions from enfranchised 
lealers, please set forth the circumstances in detail. 

Mr. Currice. In answer to interrogatories Nos. 11 and 12, to my 
knowledge no officer, zone or district sales employee has ever en 
ouraged or know ingly allowed the use of his name in connection with 
the sobeitation of political contributions from enfranchised dealers. 
Mr. William F. Hufstader, who for several years was active in the 
support of the Republican Party in Michigan in 1952 called six Gen 
eral Motors dealers in Detroit on the telephone and asked if they 
would be willing to solicit political contributions for the Republican 
Party in Wayne County from other automobile dealers in the Detroit 
rea. No suggestion was made as to how this was to be done or as to 
t he amount or amounts to be collected. nor Was any suggestion mace 
is to the use of Mr. Hufstader’s name. It was a suggestion from an 
ndividual to an individual. Five dealers said they would solicit con- 
tributions and one declined. 7 hey were advised to send the eo utribu 
tions lirect]y to the Wayne County Republican Finance Comuinittee 

Senator Monroney. Mr. Hufstader, being a member of the Re 
publican Party, we know he has the right you have the right, and 


— . 











(U2 UTO hint IN¢ Pl ‘ i¢ os 
i! } ! = oOrpor } by iS the rig fO part 
porate {to assist f e extent of tl nit ft Ww anv pa 
Li¢ ot ve WV '] ! ra ! stigating ‘ ) 
¢ i poet Co ! \\ L'¢ nieve \ rvVvine Nn thy s 
) | ( h undue pressure ¢ enters shor 
not exist And cal ut in the course of om wdy, in wl 
is brought Pp that at a sensitive time. whe ars were in short 
ip} ly. tha the name ot one leadine ir manufacturer Was se 
p solieita The nsitive period at that poimt d 
nen) a wW Hhingenes on the part ot dealers tO perl ps participat 
| )) their normal mte n political lift und for that rease 
\ ert j l'é Ty; 1a) } 
Would you say for the record, or have Mr. Hufstader sav hey 


for the record that the contact that he made with the six Genel 
Not a deal ships mn i etre i wa the byt oF his conta ts oon politi 
ontributio during that period 7 ; 

Mr. Currice. With dealers / 

Senator Monronry. Oh, certainly. It is none of our business, w 
dont care how many t rousands that vou contacted who were no 
lealers , 

Mr. Curtricre. Twill let Mr. Hufstader answer for himself. 

Mr. Hursraprer. That was, Set ator, the extent of mv contact with 
dealers. 

Senator Monronery. Do you know whether these dealers, having 
recelveqd t he 7 _— one call fre ny vou, hn ited then fe tivities to dealers 
only inthe W ayvne ‘ountyv aren / 

Mr. Ilursraper. . my know re they contacted the dealers 11 
Wayne County. I called one dealer from each line of cars and 
asked would they make contact. and one dealer didn’t want to. and 
that was his decision. 

Senator Monroney. He isstill a dealer ? 

Mr. Hy ESTADER. } C5. sir, and a vood one 

senator M INRONEY., Now the live that were left contacted only the 
dealers in the Wayne County area: is that correct / 

Mr. Hursraper. Yes, sir, to my knowledge, that is right. 

Senator Monronry. And they were not asked to pass the word dow1 
via a chain of word of mouth that the vice president of General Motors 
had s sugocested that Genera] \iotor dealers in certain areas bevond 
Wayne County participate actively with financial contributions? 

Mr. Hursraper. De finitely not They just contacted those dealers 
inthat area that [mentioned 

Senator Monronry. And vou have never permitted the use of your 
hame,even though you were quite propel ly amenmber of the Republican 
Party and perhaps an official in the party organization in the local 


Mr. Hurstraver. I did not use my name. 

Senator Monroney. And no solicitation ——— among General 
Motors dealers was fviven or sanctioned tor the use of your name, or 
as Mr. Curtice has said, any nee officer with your corporation 4 

Mr. Hursraper. That is right: I did not use that. 

Senator Porrrer. I hope by this interrogation—we have a difficult 
enough time as itis cetting money. 

Senator Monroney. I didn’t think you were having much trouble. 
I thonght this Eisenhower salute did pretty well. 


| 


Senator Monnroney. | 
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Say Well. i ( 
eng We have quite a challenge Viichigan on money 
XS tor Mo NE} \s fal ‘ how, » A t i 
ler there was never anv effort n CO Col 1Ol ) 
) incder the a tliat nm that ol iis Of Gel i 
isu h colle On ¢ 
Mir. Hursrap hats right 
~ to Mi v1 EY i hay mrrect / 
Mir. Courtice. Th right ;no.sn 
“\ iLO VION ONEY \) { I avlion to | Ou test 
nt of your Knowledge of any political contributions that 
rht during the campaign ¢ 
Nic. Hursraper. That oly 


vo. 13 is the onlv remaining interrogatory. 


Mir. Curtice. No. 


senator Monront Xe | believe Vou answe red that mn connection with 
e of the others. 
CurtTIcE. Yes. 


i 
\ rs POWER, You asked the que tion dire Ci\ Ly fore and he answered 


Mr. Curtice. The answer, again, is “No.” 


Senator MonroN!I a. Did you inake al 


i y inves rere on of this « irre 
if we had, that southern dealers were required to purchase cowboy 


d Indian suits and Kentucky colonel suits at around 8125 for vari 


4 ‘ ee ‘ } 
(Seo stail note exhibits appendix, p. J 


( 

Mr. Curtice. No; I have made no investigation of it. | will if you 

muild like me to. 

Senator Monroney. I think it is an interes ing’ faucet. Phe invoice 
ill of these seem to have disapp ared. ihe commiitiee thought 


i rather spectacular thing and we were a little more than casually 
ere sted hn this because a number of dente rs told us how tha \ it 


n charged $125 for a suit the Vc uld wear only one day. fhey a 
parently a frugal lot. 

See Staff Note Exhibit, appendix, p. 907.) 

MIr. Curtrice. Charges for sales contests and owner maenzines 


i 
| yeartia | {}) “it } | ! rot } +] ] : 
red equally DY the corporation, DV The GivIsions, and the dealers 
this ¢ curred, it wotlld come Within the category of sates « haa 
ko you have any further questions / 


} 


SeHaAtol PoTrTer. I have no further Guestions. 


Senator Monroney. Mr. Curtice, vou have certainly been a faithi 


Wem 


olit Pav vou tine and a half for the services of iy 
e advantage of your testimony. We will go into the other phas 
In get permission this afternoon after lunch. IT dont k 
icky we will be no it. because tt sp! tv ¢ fienl to vef il 
f not, could we advise one ef vo st ff, Mr. Llogan }) Phiay 
our testimony is concerned, [believe L speak for the committee, 
ould excuse you and take the rest f the testimony froni the o her 


embers of your stall who are here. 


susby,. counsel wante | to ask two leon] questlo} 


I 
Mr. Busny. Either to Mr. Curtice or to Mr. Power. 
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1 . 1 } 
late tO Delabor Lie caneellat 


\s I read the statement ind I 
part but as T read the statement, the sole determination of whet! 
lealer will remain a dealer remains the responsibility of the factor 
Mr. Power. \t the expiration of the term 
Mr. Lt SBY. In othe P words, the cancellation wil] the new fr 


ise contain any provision which reserves to the sole discretion 


er 


+] “4 } } 
the factory the richt to cancel? 


year agre oreemeni 

Mr. Busry. I see 

Mr: CurrTIci (nd then if the deals ris not satistied with the 
cision of the division, he has the right of appeal to the umpire, 


has the right to take the case before the courts of the land, 


Mr. Busry. And on vour third alternative, which is the indefi 


ntract, it mav be terminated without anv canse / 

Mr. Curvice. Without cause. 

Mr. SUSBY. | see, sir 

‘or Monroney. Mr. Curtice. thank vou very much. 

We i preciate your tak ne your time to ye down here to be 
frank and helpful to tl committee and to amplify many points 
this progressive improvement and step forward in dealer relati 
I s, ! lethi Li ¢ ul Oo l eP aUuLol ile b 1es 

I thin it will prove to be most beneficial to the haustry and 

rt niv has been helptul t »y this committee 


1 


Mr. Currice. Thank you very much, Senator. I have been plea 
to be here and I just want to say once more that I am dedicated 


° ‘ } . 1 ’ ® ° 
returning our great industry and all of the dealers participating 
= } { “as igi een oe ee : ] . | 
it. to thre respectability that they aeserve on the part of the puoi 

Senator Monroney. A oood product demands, above all, a resps 


table ues and ethi a] standards on VW hich it Is bas d, because a $5.0 


product is not one that should be bandied about on an oriental bazaa 
basis. 

Mr. Curricr. That is1 oht. I think we have t 
that is equitable, it is progressive, I think it is 
developed in the industry. I think the policies which we have estal 
lished are likewise fair and equitable, and I am dedicated to thy 
administration of those policies on the part of every member of 01 
organization. to the end result that we do elevate the public opinio 
for enfranchised dealers, for the product they are handling, and f 
the industry as a whole. 

‘ 


Senator Monroney. I am sure that you will make a great step for 


ie selling agreemet 


xy far the best eve 


} 


ard in these reforms and we hope you will keep saying the same 
things for the next vear that you have told us, this committee, today 

Mr. Currice. I shall do that. 

Senator Monroney. Thank you for appearing before us. 

Mr. Curtice. Thank you. 

Senator Monronry. The committee will be in recess until the eal 
of the Chair 

(Whereupon, at 1:50 p. m., the s thcommittee recessed, subject 
‘all of the Chair.) 


Senator Monronry. The subcommittee will resume its. sitting 


be here very shortly and we are pleased to go « 
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the balance of the testimony of General Motors. We have as 
first witness this afternoon, Mr. Frederic G. Donner, of General 


rs, 


vice president in charge of financial staff. We are happy to 


e you, Mr. Donner. You have not been sworn yet, Mr. Donner ?/ 


Mir. Donner. L have not. 
nator Monroney. Would you state your name please / 
\ir. Donner. FY. G. Donner. 
senator Monronty. Do you solemnly swear to tell the truth, the 
ole truth, and nothing but the truth, so help you God 4 
Vir. Donner. I do. 
Senator Monroney. Thank you very much, sir. You would pre- 


unagine, to go through your statement and then let the sub- 


nittee 


Nir, DONNER Well, whit | proposed to (lo. with your p rMisSlon, 


TIN 


baal 


i a 4 
interest of shortenme this a lttle, would be to 


‘ 
av 


ro through 1 


er only the mere important parts rather than read every 


tor Monroney. Tlowever you wish to ao it, and we Cah make 


Je statement a part of the record. The committee is rather 


with the probiem of phantom freight but, of course, any 


i] contribution you can make to our understanding will be 


INY OF FREDF RIC G. DONNER, VICE PRESIDENT OF GEN- 
ERAL MOTORS, IN CHARGE OF FINANCIAL STAFF 


Donner. Limight say also that we had prepared certain large 
rts to lis Dubin view of the } 7 Ze ot thre room ana in tne 
Ol Ori ning the t ei thoug it per! }? nee thie ! 

iD will have the small charts, we ean Lispense with the large 


~M »« > ‘ hy: } > rer , j yl } \ “7 cyl] 
Yr MIONRONEY. Lou Dave these prepared which we can fOLloOW 


Ir. Don NER. And the press ha copies, too. 


Seng 


or Monroney. Then, perhaps it would be just as well to go 


id in that Way. 


r, DONNER. Your committee has requested us to discuss the method 


din determin ne the destination charges made to our car and truck 


el 


ioc 


1q° 
| 


esent information Olt the CCONOTLICS ¢ { Our assel 


‘prices to the allocation of transportation costs to the individual 


‘| his statement outlines breve fly the evolution oft the present 


lL. including the most recent modifications—that is. those of 1954 


lu 


We shall 


\ plant op 


—and its relation to the pricing of our pro 


ts. 
ib} 


’ 1 4? ’ . 
Is, tO show the effect upon our overall costs and the relation 


r 


e felt that in view of the fact that the cominitte had not had 


background as to the internal workings of an assembly-plant 


tem. it might help vou if we took it apart and showed you the eco 
es. Dealing with the history of the assembly plant system, trans 
ition has always been an important factor im the delivered cost 


i] 


WUtol iobiles. This COntLrASTS W ith ARLYN other products which have 


gle 


vhile other produ ts may have a transportation cost as much per 


price or a national delivered price throughout the country. 


seas an automobile, it isnt nearly as much per will 


obrles t | WIS Q cvood deal larger. 











(66 \I Obil VIARKETIN( PRACTI 
| ) LuitOo rs ( { | Chaves 
{ { ! { i ‘ LO] i l ) { ihe l 
| i i 1») ry nd j cle e) Ine 
{ ‘ } 1 "” { Q] a pit's ( 
‘ y 1 ot Vali tra | if prom 
t¢ | eh’ 1) 
i L) ( \ the lh Lory of rhe i 
iunti , ( each Prod r had but one Pian. In the 
i ) rerel ils i ( tination hare OvVel the count 
FT| aqasat part oF pricine t OUGTO tie tremenae 
{ \ ( I} | try 


’ { Ln "> ie | 5 a ; | 1 . 
Now. the HNatance througen page 0 Geais WIth the bistoiy of the 1rie 


tr { hich I think you are quite familiar and the fact that arou 
ID1O-17 ; ell bly oy nts peganh to Grow up. We now have Y syste) 


In Gener: ' iniere: lin Chevrolet with 9 outlying assembly plants. a 
lin Ridicie<tidiaan en ac with 7 outlving assembly plants. Groins 
over to pave 6 and dealin r with the econonik ot the assembly pla 


I _ - 


system, decentralization of manutacturimMe Operations and the nate 


} ] , } ] ee 4 ‘ 4 
wide distribution of automobiles to the ultimate consumer involve thi 


movement of (1) materials to manufacturing plants; (2) parts a 


= 4 ] ] » 
compo! ents T1rom manutacturing piants or elsewhere to assembly loca 


tions; and (3) finished products from assembly plants or from thi 
home plant tothe dealers. And, of course, each of these steps Involve 


freight or transportation COSL. W hile the asseml ly prem syste 
makes } t possible to etfe ct savings 1n trans portation costs on the finishe 
car, 1! esau transportati on costs are required to move the parts an 
components to the asse ‘mbly pli unt. This is termed in the indust 
“excess inbound freight.” ‘There are also other added costs repre 
sented by the cost of pecking, load o, 
parts to outlying assembly plants 

Senator Monronry. Now, that would assume that the parts tha 
were sent to the assembly plants In your statement are paire d with th 
parts that originate within the Detroit area, would it not? Becau 


and transporting component 


if they COME from Indian Sm or Chicago or chenectady. they havi 


| 


to be loaded : and pack d yus t the same 
Mr. Donner. No, Sat eae this loading and dunnage fro 


/ 


wit] hin the system, and, of course, in computing g these excess costs we 


are dealing with the actual figure of the inbound freight on all con 
ponents 1 an as sembly plant as against the inbound freight in th 
main home p . 

Senator Monronery. Perhaps T misunderstood vou, but you do ne 
have a central warehouse of assembly parts in Detroit. 

Mr. Donner. No 

Senator Monroney. Where thev come into Det 
packed and crated and shipped and transported to the assembly point 
~ Mr. Downer. No: but there are a number of the cnaummenas in thi 


roit and then ai 


1 


from the engine } lant or other p>! ts and these are where we mak 


. ae 
Senator Monroney. But here are alco cases. as has been testified 


here over vour own sworn testimony, where some 60 percent or mol 


fp oo . } XU} in +] 
of the narts in the hay aren ang wan rane sco are nade within tiht 


home assembly plant of Flint. sav. that come right across the street 





hy) 
T 
i} 
~ 
ie 
Mi 


Mr. 


rOMOBILI 


I would like to 
"e Thay have 
stics When it up cin i 
Was actually 


tlculation that 


uplete unit. 


Sanat 


has no rel: tionship to frele 


DONNER. ‘i ll come later to what these ae 


und 


»damount of 
just Interrupt on that point. 
irom the the General 
itional Labor Relations Board. 

* MONRONEY. 
W hint they were doing t 
: looking at from the point oi 
so the body component. 
should have been 
eCrroneotts 
“attorneys | in Los ae * , and trom 
Re ations rT 
i i that 
involved, 
for the Oldsmobile wa 


ap percent 


ut the rel; ut 1 miship 


Ou. 


Mr. 


t 


( 


nt 


( 


vlifornia. and 9 oe rce nt on tot: . cost ‘material 
us in the} 
a vear or two late 
MonroNey. clarified 
I was just 
picked it up on the second and 
1c king up where we were, th re area 
epresented 
on on ent Eee to outlying asse ee a pl: ants, as well as adde 
cr osts directly related to ie 
ace outly1 
will devel 


ears produced and delive 
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I e provten presented UD this heft reduction i COsts is how Lé 
illocnite the ber eit among the customer froup as a whole. This 


pri blera inherent in cost allocation gel rally. 

Phe reduction ti costs may be passed on to the customer in thi 
form. « : lower selling prices or in lowered transportation chara 

Ss Monroney. Isn't that the same thing finally, because th 


isuiner pays it / 
Mr. DONNER. Phe poi | Wahi to make 1s you can either reduce the 
ist price of the car al | charge freight 


it costs, transportation Costs oO} 


the basis we did prior to lJot or you can reduce _- e a destina 
t1ohn Chart ma increase your List price Wihlch at Tec is all « tome! 
} ] ] 1 

alike bu in either case the total revenues Vou collect from 'the uh) 


r 4 ] . lay +] ‘ , 5 . 7? . ! } 
of the | t Pl ce pills he destination charges remains tune same ana as 


| V1 Snow later. i} hea been done, 
Senator Monroney. Well, you go ahead and then I will come bael 

0 that are not clear. 

. Donner. Until 1954, the automobile industry followed the prac 
Tj ply r these savings in the form of lowered selling price 
) meant that all customers shared equally in these savings in cost 

The hkavantaves Of assel ly-plant yperation lie im the cost Savi 


that can be efiected. These economies are inherent mn the rail treieh 


| . + + } 7 
rate structure, because most Of oul compon ent move by rall, and Alt 


iit tie tie pri O sis adopted, Belore an asseni ily pial 
S bullit, 10 IS necessary to exXaline the econoniics of the area m orde 
i 1 1 > } ? 1 +1 
tO JUaGVe Its Cosi SAVING poOssiotiltles. Jeasic considerations mnciude the 
; : a ; 
Cl (O71 SHIPpiIne pal in COMparison with the cost oi shy pul 
Ce = ] ; } j 1 . 4 ] . pee 1] ian 
nished velhicies Wiiich 1s 1 | ited t » the distance Oi the assembly pial 
] ‘ , 4 41 
iro! t] Wiamts manufacturing c ponent Darts, and those may be 
| ‘ ‘ , TA ie. INI : al ed pon es 
Pret WITH Or OULSIGe rt i SLO VE Ss, and the hiarxKet poveiulal LO} 
: : 
LEOMODLeS u yOpia I ( \ ,ine area Serve L by ime assehipi 
1) 
4} ? ] ] ] + a aig ee 
NOY ne next Tew pages deal with some Oo: the reasons WHY Wwe pick 
x i 


assembly plants in special locations. I would propose to turn to pag 
11, the second paragraph. This deals with certain costs which are m 
eurred in connection with outlying assembly operations that olfset 1 


part the transportation cost savings. ‘These costs include the added 


expense of gathering the parts and preparing and loading them for 
shipme nt and the expe ise O} unloading the cars at the outlying assel 
bly plant. Such costs are not incurred where the assembly plant is 
located adjacent to the plants manufacturing component ft Aegon 1 
these eases the parts can be ¢ onveyed to The asse anbly operation with 
out any packaging or loading. 


Dece itralized assembly operations also 1 involve some duplic ation ot 


management orgmanization, ul ilit les, service, and ove rhead items at 
. . . ; , 4 : , 1 7 
the outlying locations, It must Turther be recognized that assembly 


pacity at these — » locations requires more dollar investment 


n 
init of volume ith ‘consequent increases in fixed charges, than 
, , S 6 . 1 
vould be needed to aan equivalent capacity at the home plant. 
Maintenance of compl eC assembly tool complen WHS al each outlying 


plat t and the inventories In m laterial and parts in the pipelines : and on 


hand at sacombly 1] locations also require added investment. 
Q)ur expe ence ] di aALeS that these added costs over the assembl\ 
east SIO to Slo per car, on the average, and olfset 


rs} portation sa inestothat extent. 
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Senator Monroney. The S10 to $15 is an overall houre ? 

Mr. Donner. Yes, it varies. 

Senator Monroney. The disadvantage of decentral operations 

Mr. Donner. Yes, and that is added to the cost of the moving the 
parts out. 

Senator Monroney. But that takes into consideration all of the 
ther ch: urges such as smaller production, pipeline inventories 

Mr. Donner. It isn’t anything you can run down. We feel $10 to 
sl5usa good figure. 

{ow transportation costs and destination charges affect costs and 
prices: 

The establishment of the first outlying assembly plants in the 1 
lustry, and this goes back as early as 1910, presented the manufac- 
turer with the problem of how to treat these cost savings in pricing 
he product. Basically, there were two cecseutimea (1) the savings 
ould be applied solely to reduce the destination charge for those cus- 
tomers served directly by the assembly plants; or (2) these same 

suvings could be use «| to reduce the base prices ol all Cars produced in 
the home plant and the outlying assembly plants which is the 
aditional treatment for cost savings. In the latter case, destination 
harges See continue to be billed to customers on the basis of a ship 
ent from the home plant, with the overall savings being applied as 
duction of the list price of all cars. 
it has been the consistent practice of the automobile industry to 
ts customers the benefit of cost savings. The outstanding values 
represented by today’s automobiles are dramatic evidence of the re- 
its of these practices. 


Oust 


I 


W hile many Cost sar i" vs can be allocated to specilic models, other 
ost savings cannot be allocated spe critically and are vel erally spread 
ver all related preducts, so that all customers benefit. For example, 
ost savings through the sale of waste material generated by our man- 
ifacturing processes have slowly but continuously increased. These 
ost savings, like the others, are spread over our entire production 

lume. 

Senator Monronry. Well, now so all consumers benefit. 

Mr. Donner. In price. 

Senator Monroney. Whatever benefit that has flowed, up until this 
last freight change benefit of last month, flowed into the Detroit area 
iid not into the Oklahoma area or the rest of the United States 
hounded on the west by North and South Dakota, Nebraska, Okla- 
homa, and a large part of Texas clear on to the Atlantic Ocean. They 
il] paid more until that adjustment was made a year ago. 

Mr. Donner. No, I think we ought to think back to the original 
iethod prior to 1954. Under that -< the freight savings result- 
ng from the assembly plant system operated to reduce the list price 
f all cars so that the list price was reduced by that amount of savings 
and that meant that e very customer 1n the countr y was paying a lowe Tr 
st price because our production costs had been reduced accordingly. 
Now oe first step we took in 1954 merely reduced the destination 
narges to the Pacific coast, that is true, but—— 

Senator Monroney. It raised them elsewhere. 

DonNNeER. Because we had to redistribute the lower destination 
harges we collected, that iS correct. Now as | go wong ] would like 
to demonstrate how the two moves together operated to reallot those 


‘ 
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ror hd cost Dut the point Iv anted to make was that che origi 
list p prior to the 1954 modification reflected on the average fo: 
‘ul istomers the amount of reduction in costs that the assembly plant 
>‘ { i produced. 

ss ator MONRONE) No that would assume that the prohit per 
reniained the same. li the proiit per car went up then it wasn’t VU 
tie 0} mers but it was the stockholder oO} General Motors Wii 
proited Trom ft if high treight, too. rpg eerie or weeeeltrien 
that resulted froma diverse assembly plant operation did not go to th 
pur hasers of ihe cars. Some of them must have flowed into the hand 
of the stockholders, or you would not have had the willingness t 


take the risk of the stockholders money to put in new plants. 

Donner. Let me put it this Way: Lf the Indu try had chosen te 
have asingie national delivered price in lieu ota list price } phi uS Speclli 
destination charges, then we would have had a list prict in anaes ul 
Motors that avernged some S150 per unit h eher than it did before i 
order to otiset the reduction im revenues as a result of not billing trans 
portation charges. Now that is the way we have always approached 
the problem and the transportation cost savings up to 1954 went into 
our overall unit costs like any other cost reduction. 

Now if you are going to argue as to whether or not the profit would 
have been ditferent, we haven't got any base to work on but all Cosi 
savings are resolved finally into the tinal unit cost of the car and the 
relation of the over: il] price o that net unit cost is what produces } youl 
profits and the point I am trying to make is that the cost savings in 
our transportation setup through assembly plants operated to reduce 
the unit cost on the average just like any other overall cost = 
Now we can argue as To how we are going to allocate those tr ansport: 
tion charges to individual customers over the country but in tot: i 
our aim would be to collect the same revenue, part of which is destina- 
tion charges and part of which is the list price of the car, and if you 
push this all of the way to a national delivered price you would have 
that result. vei vthing would be in one pr ice but your tot al revenues 
would undoubtedly result in the same net to the company. 

Senator Monroney. Of course you do that with your Frigidair 
.do vou not 4 

Mr. Donner. That is correct. I think some people would argu 
about the equity of it if you did it with cheats with the amount 


division now 


involved pe r unit. 

Senator Monronry. Yes. but there is a great volume of dealers 
opinions an would argue un tilthe yare black in the face fora uniform 
ect price, 

Mr. D wwNner. T think their geography might have a little to do with 


Senntor Monroney. Yes, I have never seen anybody from Detroit 
that V ould not lke to keep just what they have got. 

Mr. DONNER. And ECO) dy . Senator, i think a lot of the dealer: who 
biay urge nation 1] delivered price are quite ignorant ot the effect of 


as , } rot 10 They } rot h: » the knowledge of how much 
that Upon tist prices. phey ao not have Ne KNOW Tao ¢ 1} y MUC! 


it eoing to raise list prices by taking the transportation charges out 
1 “C] rite hillinoe 


7. . 2 . ‘ 
From the beginning of assembly plant operations, some 40) year 


oro), the se ond alternative ot applving the Cranspor acron Cos “AN 
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oF i. reduction of costs and therefore oi ihine prices of 
iced Wis wcdopted and followed until] 1954. : 
rte General Motors Corporation notified t 
o the } ring that the above paragraph was m read into the 
hwo recent modifications in the determination of destination charge 
b en hia le, Bot! these mod entiol - followed charges made 
competitor, The first of these v isacopted 1 the fall of 1954 and 
rurther modification was made efi {ive dh Keb ry EK 1] 
odifications have reduced destination ‘harges In the assembly pi { 
eas With a balancing increase in selling prices for the country ' 
Olt 
| L954 modification: In the fall of 1954 General Motors estab 
La madd Gestluation ¢ harge for all > its more than 1Zoo0 
distant from the home plant. Us he the Chevrelet as an ex 
le, destination charges were reduced up toi Maximum of S139 pel 
iv for all customers located beyond this line. ih affected about LS 
reent of all Chevrolet customers. 
In order to offset the reduction in revenues, list prices were in 
eased. The Chevrolet increase in list price for all customers was 
“20 per car, of which General Motors received S15 to offset the reduc 
nin destination charges and the dealer $5, representing his normal 
ount. 


(nd on exhibit 56 T have shown a map that indicated im the shaded 


irea the part of the country that had its destination charges reduced, 
fin white the part of the country whose destination charges re 
ined unchanged, and where the list price increase Was $20 with no 
duction in destination charges. That shows graphically the way it 


QO] ked out. 


EXHIBIT 5 


EFFECT UPON CHEVROLET PRICE OF 1954 MODIFICATION 
IN DESTINATION CHARGES 


MAX. 1200 MILE LINE 
eT Portland 


j mp | Ze 
Portland 4 ones +f $ $20 






/ am wa => 
KK $119 j nee nL $20 e G (tit New York “@Boston 
ee { —the ‘6 + $20 
Oakland pt mers Chicage © ae + $20 
—$il? Salt Lake City } \ + $20 Detroit | mi 
e \ —$6e | es | Kansas City Y | $920) : on 
los Angeles / Denver 1 | +$20@ = ws. Louis e00. + 
$119. F—{+$12 s Oklahoma City \4+$20 27>” orfolk 
\ - +$20, Le ied + $20 
, | P~ | e a ———-—C «@ * 
Albuquerque} “+ Dallas. Memphis \ Columbia 
$25 | \ +$20)_+.920; + $20 
8 \ New Orleans | 
‘. he + $20. 
6,2 








o of Customers =o, Miami 
Within 1200 Mile Limit. . . 82% ‘ Ol +82 
Outside 1200 Mile Limit 18% \ aie s 

Based on List Price Plus Destinatior Charge 1200 Mile Line 


f 2 and 4 Door Sedans 











ae AU TOMOBLLI MARKETING PRACTICES 

senwiol Mie NRONEY. Ht is @ very helpt i] hart. l have seen Olie | 
t | ut pur out by Vou before, 

Mr. Donner. Now, dealing with this vear’s modification, on pag 
i6.on February 27 of this year, General Motors put into effect a fun 
ther modification in the basis of determiiing destination charges to a 
custome utside the home plant area. As will be developed, th 
modification together with the one in 1954 has resulted in assembly 


1 - ‘ a l : 1; ] m } } +] . 
puant COst savings beng app ied only to CATS procuced in the OUTIVIT 


bly pl: nt areas so that the customers in the home plant are 
now receive no benefit from these cost economies 
rt Ik that sentence woes to the he rt of what these two modifi 
ti effected and our particular modification was tailored to fit th 
formula, as well as it could, on the average in the asst imbly plant curt 
A new maximum destination charge was determined for all point 
re than 1.600 miles distant from the home plant. The area bever 
1} 1) COTTE spond: elo ely 1 » t! at erved by our West COast assembly 


plants. The new maximum charge in this area in the case of Chevrol 
$120, or about $20 lower than that made effective in 1954. Th 
maximum destination charge will apply to about 10 percent of 

Chevrolet customers. This results in the Pacific coast area paying 
common tr insportation charge which corr sponds with the rat! frei! 


structure from the East, which has a common rail freight structure f 


] ! 


the whole area. 

Mestination charges for Chevrolet customers served by the hon 
plant were not changed and continue to be based on the actual cost of 
transporting the passenger cars to dealers in that area, by whateve 

k haul-a-way—is tsed. 

Destination charges were also reduced for all customers located out 
home plant area (which extends about 200 miles from Flint 
in the case of Chevrolet) and who are less then 1,600 miles distant from 
Flint. The new charges were established at 540 (the maximum trans 
portation charee inthe home plant area) plus 50 percent of the amount 
by which the actual rail transportation cost then in etfect from hom: 
plant to customer location exceeded the maximum $40 transportatio: 
cost required for cities within the home plant area. 

In other words, we used this formula as a method of prorating ove. 
the customers in the assembly plant area the savings directly attr! 
butable to assembly plant operation, and that reduction of 50 percent 
of the excess transportation costs over $40 balanced over all the sav 
ings that were inherent in the assembly plant picture. 

Senator Monroney. That first paragraph on that page— 


method—rail or tru 


sic the 


Destination charges for Chevrolet customers served by the home plant were not 
changed and continue to be based on the actual cost of transporting the pas 
senger cars to dealers in that area, by whatever method—rail or truck haul-a 
way—is used 

Is that a correct statement ? 

Mr. Donner. That isa correct sfatement, yes, sir. 

Senator Monroney. In other words, there is no phantom freight 
running on cars moving out of the Detroit area. as such 7? 

Mr. Donner. No, as | understand your definition of phanton 
freight. Tam always a little puzzled by “phantom freight.” 

Senator MoNRONEY. That is right. If the dealer only has to pay the 
exact cost of a trucking operation for six cars to a truck, for example, 
to move them from Detroit to Chicago. it would seem to me that the 
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ight, the actual renee, would be considerably less than that whieh 


reed now f. ( | ar 88 to ( hicago, 
Vir. DONNER. We II. hicago happens to be just outside this 200 
lenrea, but taking jus ina, South Bend 


senator \iONRON] rs TY Is a ZUU hile area that you consider served 


e home plant ¢ 





Mr. Donner. Yes, but taking South Bend. which is a town just 
le. the amount we would charee to the de ile? n Sout! Bend 
ilv the amount that it costs to vo to South Bend by tru KAWAY. 

tor SIONRONEY. low lone has that heen in eitect 

Vir. Donner. That has always been im effect. Senator. In othe: 

of the home pi: rit the eu romer tin always }) «| the uchy 
4W transporta ion. ‘That has alw ays been in our pieture. 

Now 1n t |} eense OF Buick, Oijidsn ob le, and Ponti ic. the home plant 
es a little larger area. But that has alwavs been true with the 
1 plant. 

senator \IlIONRONI Z% It Is rather upusual, thst beme cre, that the 


tlers of Michigan, who must be within that home plant area, 200 
limit. would have voted so stronelv against phantom freight. 
Mr. Donner. I am not sure that the dealers ak cso vhat they 
re voting fer. I think it was a blind ballot from their standpoint. 
enator Monroney. 750 voted: 533 were in favor of eliminating it 

Lonly 63 were against it. 
fr. Donner. But if that questionnaire had read: “Would you be in 


favor of eliminating, to use your term, phantom freight, and raising 


( 


e list price of a ear $150.” I don’t think you would get that ratio of 

tes out of Michigan. 

Senator Monroney. Of course, we are not prepared to say it would 
necessary to raise it $150. We would be presuming that which we 
ildn’t possibly know. All we are advocating is honest charges on the 
eht that actually runs. I wouldn’t say we are advocating it. The 

“irman personally feels that honest freight would be better. 

Ir. Donner. Well, from where I sit it looks a little different. 
Senator Porrer. Isn’t it true when vou made your adjustments, 
me dealers in the Michigan area weren't too happy about that ad 
tment extending vour base point for freight, because it increased 


he cost of the ear in the hon le aren / 


Mr. Donner. That is correct 
Senator Porrer. Maybe you have touched on this before I came in 
r maybe it is further on in vour statement, but the idea of charging 


the actual freight costs runs into some very delicate problems, particu 


ily with a company that has many assembly plants. You would end 


» with little pools. speaking now of a competitive standpoint, you 
ould “a up with little pools of markets which would be Chevrolet 
kets or Ford markets or Plymouth markets, depending upon the 


ocation of your plant. 


Mr. Donner. But you couldn’t wind up with those pools in an in- 
strv like the automobile industry that has nationwide distribution 


th coauk a nationwide setup of dealers. Each manufacturer would 


ave to adjust himself to the destination charges that his competitor 

eht che arge. 
Senator Porrrr. But if you were required to charge actual freight 
. then the company that had the largest number and best located 
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embly plants would have a conipetitive advantage—a 
petit Ldivantace over his Competitors ¢ 

Mr. Donner. That certainly true, part ularly in the location 

| l ~ Doe (1! ‘ ‘ 
‘ . 

4 t ‘ , Y . 

sel or POTTER. AS ama rot fact. vou would also run into a siti 
{ WW e one dealer mia ve most of his Chevrolets coming ro 
tl Los Angel dss i i} pl int. but haybpe there IS Aa shortage ( 
(‘hevrolets of that model at that plant at the time. so vou send some 
from Detroit. He would have to charge two different pric 


Mer Lo ‘NER. If we Were Col pelle cd to. 
> 


sp) tor PorTrTer. Yes: 1-Fvou were compelled to char enctual freight 


oO 


Mr. Donner. As a matter of fact. in a high-volume year, a good 


f 
J 


inv of our shipments are out-of-area shipments, because not only do 
we not assemble every model in every assembly plant. but our assembly 
plants are limited as to their production capacity, and we may have to 
ship out of one area into another area that is short of assembly plant 
eapacity. so there is a terrific amount of averaging that @oes into these 
tignres T am discussing. 

Senator Monroney. But you average them up on us. As IT unde 
stand if, only 20 percent of your Chevrolet production is made i 
Detroit :isthat about right ? 

Mr. Donner. Around that. ves. 

Senator Monroney. So the 20-percent tail wags the 80-percent dog 
We are pay ing it on all of them. whether they come from Detroit 01 
Kansas City or Arlington, Tex. / 

Mi. Donner. T think when T get through with this, Senator, you 
will see that Detroit is not being subsidized by the Oklahoma buyer. 


Senator Monroney. You would at least qualify that as to phantom 


freroht ch irges. We floure we are subsidizing Detroit On cars. 

Senator Porrer. Weare buyin cr { Yklahoma GAs, 

Senator Monronery. But not at the prices it should bring. 

Mr. Donner. All Chevrolet customers except that 14 percent located 
! the home plant area 

Senator Monroney. That 14 percent would be a better figure tha 
theZonercent ¢ 

Mr. Donner. Yes, for Chevrolet. 

Senator Monroney. That is just 200 miles. 

Mr. Donner. Yes: but it isa den ely populated area. 

Senator Monroney. The percenta 
what I wastryin rto vet. 


re of the cars manufactured is 


‘ 

\Ir. DONNER That is 14 percent, ves; al d those ears go to the 
home plant rea. 

\}) Che role customers excenti the 14 percent located in the home 
plant area have received some reduction in destination charges by 
these changes, Again, to offset the reduction in total revenues, list 
prices were mecreased. In the case of Chevrolet the increase in list 
price for all customers was $30 per car, of which General Motors 
received S23 to otiset the redue 


ee 
country outside and the dealer §$ 


ion in destination charges for the 
. representing his normal discount. 
I} Ss cnange 1n pricing resulted in all Chevrolet buvers paving a list 
price increase of 830 per car, while 86 percent—that is customers living 


outside the home plant area—received reductions in destination charges 


up toSd4. 
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Now. in order to show a little more clearly what we did) acros 


car nes, On exhibit 0, following, j have show threat the list 1 


} i fo ‘ ] ] 
or our cars atone the lines were raised Trom 8|0 im Chevrolet, 
rouge) Pontin ‘and Oldsmobile. up to S50 1 ( clad ta That repre 
ented increases in the wholesale price of S25 to S56. “Phe mininin 
nation charge het subject to reduction, which in this ayn} 
» was S40 on the Chevrelet. $50 on the Bui (dtl yh) rnicl 
and S58 on the Cadillnae 
! IBIT ¢ Kifect on ¢ I Wote wed kel 
i 7 / (tions wi ¢ nat cl “e 
; 
i 
' { 
' 
a) ‘ 
uct i D1 


Mr. Donner. The maximum charge put ul to effect at the 1.600-mile 
ne Was S120 on the Chevrolet, $135 on the Pontiac. S150 on Buick and 
Oldsmobile, and $160 on Cadillac. Phat refleets, of course, the highe 
weights of those cars. The maximum reduction in the outhy Ing plant 
irens Was 994 in the case of Chevrolet. S58 in the case of Pontiac, rane 

yup toS72 1a the case of Cadillac. 

Senator Moyrronry. Well now, of course, the plant area is merely 
ie matter of a definition of an area and not indicating an assembly 
plant exist ne therein, In) the case of ¢ adillac. 

Mr. Donner. In the case of Cadillac, this is an illustration of whit 

company must do to meet the competition, Cadillac has only one 
LSS¢ mibly plant, but in order to vel the compet itive destinat lon charges 
not just of Buick, but of other competitive cars, it had to adjust its 
destination charges to amounts outside this ZO0O-mile limit that were 
less by this amount than the actual cost of transporting those Cars 
largely by rail to those outlying areas. 

In other words, in the Case ot Cadillac, It reduced tran poratlon 
charges below actual ana pul them in the list price that every customer 
nh the country is paying. 

Senator Porrer. That is phantom freieht in reverse. 

Mr. Donner. But you can’t have both. You can’t go one way on 
one type of production and another way on another. 

Senator Monroney. But had you had actual freight on that, you 
would have wound up, then, without unduly loading Cadillac 


vou / 


wouldn't 


| ] fa 
eno less than actual 


ir 


Mr. Donner. Tf you had been compelled to char 
freight then Cadillae would have had to charge on a car on the cous! 
[ guess $150 more than this formula worked out as a result of two re 
visions. 

Senator Porrer. And it would have been cheaper m Michigan / 

Senator MONRONEY. Sure, actual freieht doesn't hurt Michigan be 
cause there is no freioht there. 
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Mi. Donner. This Cadillac move hurts Michigan. 
Senator Monroney. It does, cei tainly. 
Mr. Donner. But you see, Senator, this is a logical result of a hight 


\ 


ompet itive picture in the automobile industry making it necessary for 


cl single plant opel ition like ( ‘adillae having 1O meet the cle stinatio 


charge structure that was more or less | pos ed by an assembly plant 
system hke Chevrolet. ion a hae fix the Csxoatel picture o1 
you fix the Cadillae picture, but you can’t have them going different 


ways and remain competitive in their aaa prices throughout the 
country. 

Senator Monrnoney. Well, your independents have had to meet al 
of these adjustments. 


Mr. Donner. Sure, and they are doing just what Cadillae is dou 
Ie memibs i” they are collect ras a whole by thy se Tnoves the sil 
total revenue as they did before by raising the fist price and adaustis GF 
the destinat charges, they sre collecting the same revenues. 

Senator Scatter. But they wind up with a deficit freight figure 


Mr. Donner. Not on account of this, Senator. 

Senator MoNRONEY. No, but they have been, because of your as 
sembly-plani system giving you a compet itive advantage. They 
instead of h;: wing a profit transferable to lower production costs nnd 
otherwise in the plant-—-they have to take out of production profit 
and subsidize freight. 

Mr. Donner. I think the fact they wound up at a deficit may be 
other reasons besides the transportation charges or the assembly plants. 

Senator Porrer. If you charge actual transportation cost, you 
would have a much greater competitive advantage over your inde 
pendents that « perate out of the home plant. 

Senator Monroney. At the same time, the customers would have 
a very great advantage if actual freight were charged. 

Mr. DoNNER. Why is that. Senator / 

Senator Monroney. Because on all areas outside of the 200-mile 
limit around Detroit, your actual frei@ht, according to the testimony 
we have had, would be far less to the customer. 

Mr. Donner. Not under our present system as I am trying to 
develop. 

Senator Monronry. Excuse us. 

Mr. Donner. I am trying to make this point very clear: Whether 
a company is he Ipec | or not by its production systen } is reflected in its 
costs, and whatever the destination ch: arge approac h you may adopt, 


if vour Jist prices are adjusted accordingly, your gross revenue is go 
ing to be the same and your = fit or deficit is going to be the same. 
[t is just the way you prorate those destination charges over the cus- 


tomer. It isa matter of averages. 

I think you said yesterday about averages, some are above the av 
erage and some are below the average, but this is a matter of averag- 
ing out in the assembly-plant area the savings of that system as a 
whole. 

Now turning to page 20: These destination charges were put into 
effect by General Motors on February 27, 1956, and the foregoing 
formula was applied . the railroad rates in effect at that time. Tn 
view of the applic ation | Vv the railroads to increase freight rates which 
was then pending before the Interstate Commerce Commission, recog: 
nition was given to the possibility of this increase becoming effective. 


AUTOMOBILE MARKETING PRACTICES 


Mherefore, as a result of the 6 percent! increase in rail frer@ht rate 
h became effective Marel h 7, 1956, no change will be made in 
ount of the destination charges. The percentage reduction in hs 


| 


mn charges for those customers outside the 


home plant area will 
vy amount to 55 percent of the present rail freight rates, instead 
the 50 pereent reduction applied to the rail freight rates in effect 

or to March 7, 1956. 

In other words, we didn’t increase the destination charges when those 

w rates went into effect. 

Senator Monroney. But how many ears do you move by rai! / 

Mr. Donner. This is a method by which we determine the destina 
tion charge in the town. We are moving all of our components by 
ail so that our costs are alfected by the rail rate increase. 

Senator Monroney. But your delivered price which would have 
gone up, and has gone up consiste ntly—over about a hundred percent 
m rail freight, being a yardstick by which you measure your freight 
osts or destination charges—at the same time you move fewer and 
fewer cars to the point that probably not more than 1 out of 6 cars 
produced move by rail; is that not true? 

Mr. Donner. Yes, but it costs money to move the cars nevertheless. 

Senator Monronry. but you are tied to a yardstick that has only a 
one-sixth relationship to the actual cost. 

Mr. Donner. No, I think you may misunderstand what this yard- 
stick is. The yardstick is merely a method by which we determine 
the amount of destination charge in a town. The percentage reduc- 
tion that we apply to that rail freight rate is determined by the basic 
economics of our system which reflects the actual cost of inbound 
freight into the assembly plant and the actual cost of the outbound 
trassportation charges from the assembly plant to the customer, and 

i the aggregate we are charging the customers no more thror igh this 
lestination charge than the excess cost of moving the product into the 
ssembly plant and the actual outbound freight rates from the as- 
sembly plant, and this tying, you referred to, to the rail freight rates 
is merely a method by which we arrive at our charge in a given town, 
ind that reflects the number of miles it is out from Flint. 

These two modifications have reduced destination charges for all 
Chevrolet customers except those normally served by the home plants, 
who, as in the past, will pay the actual cost of transporting their cars 
to destination. The current destination charge collected from cus- 
tomers in outlying assembly-plant areas is related to the cost of rail 
transportation from the home plant to the dealer locations, regardless 
of how the car is ship ped, but it has been reduced on a proportionate 
basis in these areas. The result is that the total amount received by 
General Motors from customers in assembly-plant areas—and that 
reflected, as you saw, 86 percent of the Chevrolet customers—is no 
more than the excess cost of assembly-plant operations, including the 
cost of transporting the necessary component parts to outlying loca- 
tions for assembly, and the cost of shipping the finished cars by what- 
ever method we may use from the outlying assembly plants to the 
dealers. Thus, the economic benefits derived from the operation of 
outlying assembly plants are now being shared only by the customers 

served by these plants. So-called phantom freight is eliminated for 
rosie customers, taken as a whole. By the same token, the home 
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plant areas no longer derrve any benefit from the net cost savir 
resulting from assembly plant operations. 

Kexhibit Sand the ace ompanving map show the combined effect 
these modifications on Chey rolet customers 1n various cities, 


r & Litfeat ” Chevrolet ce of combined 1954 and 19506 modifieatio 
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EFFECT UPON CHEVROLET PRICES OF COMBINED 1956 & 1954 
MODIFICATION IN DESTINATION CHARGES 


MAX. $120 LINE 
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2 and 4 Door Sedans 
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Mr. Donner. If we take these two modifications together you will 
ee in the Flint area and in Detroit your list price has gone up S50 
th no change in destination charges. You have had smaller in 
eases as you go out and then you have the maximum of S111 decre 
destination charges on the west coast, and in the area that 1s shaded 
the map the destination charges have been reduced more than the 
rease 1) list prices, Really What this reflects is a new averaging 
on the basis of this formula. Turning to page 22, to effect these 


o reductions in destination charges to outlying locations, Chevrolet 


‘ 
prices were Increased a total of S50—S20 in October 1954 and 
n February 1956 of which General Motors received 338 to offset 
e reduction in destination charges and the dealer $12. representing 
ormial discount. 
Phe total of the two reductions in destination charges ranges from 
few dollars for Chevrolet customers located just beyond the area 
ed by the Flint plaut to SIGL for those located on the west coast. 
\itel refle ‘ting the increase in) list price, the maximum recdluctio 
vered prices amounts to S111, which apples to about 9 percent of 


rolet’s customers, including all of those who live on the Pacitic 
All customers who are more than some 1.200 miles from Flint 
e received some reduction in delivered price 
One effect of these reductions is that driveaway and tow-barr 


ethods of transportation that had been widely usedl by ne nentira 
sed dealers, particularly on the west coast and in the Southwest 
southeast, no longer olfei the degree of transportation cost say 


} 


c formerly available to those using these methods, and on exhibit 
i have shown the present prices iIncludine destination eh rae. 
Mr. DoNNER. In this case we have taken a4 door ¢ hevrolet sedat 
L has a |} rice at Flint of S1.882 and that shows by major cities 
( that inereases as we LO AWAY from the main plant to a maximum 


rea outside Michigan and a little of Indiana and Olio is the preur't 


lelivered price of S1,997 im the Pacific coast area and all of the shaded 





} } . } 1 { 1 
the country that is affected by this new method oO; calculating 
lestination charges. 
Senator Monroney. Now, that is exhibit 9 7 
\! \y] ( “we 
Mie. Donner. Exhibit 9, sir. 
) Present Chevrolet list price (including destination ch irges) L956 
j door sedan of 210—V8& series 
Dest | De 
List : Cot 
os nation | ; I nat I 
- charge DIN : I 
e, Was! $1.87 $12 $1, 99 Ct I R77 
wil, Ore Lj 12 1,99 Flint, Mict 1,8 ‘ 
nd, Cali 1" 120 | 1,997 |] Detroit, Mich si 888 
Ca 1,877 1 1,9 Cincinnati, O 87 1,9 
h ty, Utal 1, 87 12 1,997 || Memphis, Te ; 
1 1, 87 120 1, 997 Yew Orleans, I l 
1 1 N. Mes 1,87 114 1, 991 Miami, Fla s is 
1. 87 ) 1, 972 ( | nbia, Ss. ¢ 
Pex x7 Q4 1, 971 Nor k. Va 1. 
Pex 1. 87 87 1, 064 \W rt I> ¢ ‘ 
( Ok] 1.8 x4 1, O61 New ¥ ) S ; 
( 1 1. 87 64 1. 04 B Nias » ~ 
1, 87 1,9 P M 1,8 
) 1.8 1 
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PRESENT CHEVRCiET LIST PRICE 
(INCLUDING DESTINATION CHARGE) 
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1956 FOUR DOOR SEDAN 
OF 210-V8 SERIES 


Senator Monronery. Well, you come pretty close to a uniform de 
livered price then, don’t you ‘ 

Mr. Donner. Well, $115 is still a lot of mone y. 

Senator Monroney. You have $1,882 and $1,997. 

Mr. Donner. There is a $5 charge in Flint for delivery, so that is 
the diiference as to the S120. So the difference between Flint and 
Oakland and San Francisco is $115. 

Senator Porrer. I think we have been very generous. 

Senator Monroney. After all these years we appreciate it. 

Mr. Donner. The current basis of pricing preserves t the histori 
single national list price determined at each producer’s home plant, 
with destination charges added for deliveries to outlying locations 
The destination charge continues to be related to the cost of rail trans 
portation for the finished car from the home plant. 

This pricing basis maintains previously existing competitive re! 
tionships among the single-plant producers and the multiple- plan 
producers, as well as with multiple-plant producers who have asseii 
bly-plant operations at varying locations. 

At the same time, the present basis passes on the economic benetit 
derived from the outlyi a assembly-plant system only to the custoiie: 
served by those plants. 

Transportation elements in the price of automobiles: There has bee: 
much discussion as to the basis of establishing destination charge 
for passenger cars as well as the cost of delivering such cars. In the 
discussion which follows we will present the facts as they apply to a 
Chevrolet sedan, in order to show all the basic cost elements involve 

These basic elements remain the same for Buick, Oldsmobile, and 
Pontiac, but the amounts ditfer because of differences in weight and 
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eeause the Buick-Oldsmobile-Pontiac assembly operations are les 


I 
Staff note: General Motors Corp. notified the subcommittee staff sult 

he hearing that the above paragraph was not read into the record 

In the case of Chevrolet, which accounts for approximately one-halt 
of the total number of passenger cars sold by General Motors in the 
Lnited S ates, 86 percent of the cars shipped come from the Chevrolet 
outlying assembly plants. 

In the case of Buick, Oldsmobile, and Pontiac, the assembly-plant 
volume accounts for 63 percent of the total number of cars sold by 
hese 3 car divisions. . 

Phe Chevrolet analysis, based on the rail freight rates now in effect, 


} 


hown in exhibit 10. 


’ 


Eexuipir 10.—Analysis of transportation elements in assembly-piant operations, 
1956 Chevrolet passenger cars, 2- and ,-door sedans 


Average ver Ca! 


Outlying Total 
Flint plant assembly assembly 
plants plants 
tination charges now collected from dealers : $23 $71 $65 
| transnortation cost and other excess assembly plant costs 
see detail below _ 23 71 65 
Destination charge variance from applicable excess costs oa 
Detail of transportation cost and other excess assembly plant | 
Cost of shipping component parts to all assembly plants 13 40 6 
Less cost of transporting the parts to Flint plant 13 13 13 
Inbound transportation cost at assembly plant in excess 
of home plant Dsoed aE Aeeeeeinkeaeekwaas ‘ 27 | 23 
Add actual transportation cost of delivering assembled cars | 
1 alloplants to dealers 23 38 | 37 
Total transportation cost 23 65 | oO 
allowance for loading and dunnage cost and other ex- | 
nses These costs are in excess of ‘ 6 | 5 


lotal transportation cost and other excess assembly 
plants costs ) 71 1 65 


. 


Mr. Donner. The full rail transportation rates from Flint for ship- 
ments of finished cars to customers would now average about $103 per 
unit. ‘The modification made in the fall of 1954 reduced this total 
by an average of about $15 per unit and the February 1956 change 
by an additional $23 per unit, reducing the average charge $38, or to 
S65 per unit, which is the amount that you see in the last column, 

Now, looking at the second column, which affects the outlying assem- 
bly plants, the destination charges collected from customers in the out- 
lying assembly plant areas now average S71 per Chevrolet unit, com 
puted on the new reduced basis for cusotmers located in outlying assem 
bly areas, and subject to a maximum charge of $120 per unit. 

The actual costs involved in outlying assembly piart operations 
that are not involved in Flint and I have included in this allowance 
of $6 for loading, dunnage and other expenses as compared with an 
estimate of SiO to S15, totals as vou see, S71. The cost of shipping 


O} ponent parts required for Cur assembly to all outlying Chevrolet 











l } 


issembly plant locations averages 540 per unit. The cost of transpor 


ay These Parts fo the assel bly planet 1h) I }int AVerages only S15 pe 

t. Lhus. there Sad Terence, as VOU see Ol the coart, of S27 pr 

{ represel ting the exce Ss COS of transp reine tiv se COMponent pal 
to the outlying assembly plant locations. This is excess inbow 
frelohit if the assembly plants, Phe average cost of t1 sporting t 
finished ears from the outi) neo Chevrolet assembly plants to deal 
POINTS IS poo Per Cal 


bhus. the total actual cost of moving materials to the outlying asse 


bly plants and transporting finished vehicles to customers is 865 per 
} 


mit. If loading and dunnage and other excess costs incurred in pre 
paring the Ohiponent parts for shipment are taken at a minimum ¢ 
sh per unit, the total cost amounts to S71 per unit. This balances th 

rage destination charge of STL per unit for assembly plant cus 
1} 


sSenntol Mii NRONEY. Doe Phinai apply tO each LiN dual assenib] 


‘ . 1] 3 
\Er, 1) INNER. NO, itis like averages, some are a little bye iow and SOT 


1 i ’ ; ' 1 4 } . . + 
1 littie Above, They Ave AMAZAINGTV Close, HOWE er, taki YY evervenll 
. 1 } ; 
» A2ecouUunt, And Thiel OLS particulart ror tie west coast, 
} } - Who . 
mazInely close. So the west coast, as a whole, On WS OWN economies 
t he | } 

( i O} l PtTHe OULIVING a PidVEOE pial areas, as a Whole, ave pay 
he no nore 1 Pielr cul t «ciest if1lon chy mee than the total Oo 
repi'e nied \ | Pil sp } ( ( LP ore wi OF re — direct 
Ipplicabie to the outivinge assembilv plants as a whole 

Now. 1f 1 WoWHli turn et chart aa: } sas based o7 the Bur <-OQldsn 
belt Pont ( nent e pict ( 

[ | / x ) “ j ; ” i ] 1 perati 

B ) )/ Pontiac 
{ 
; “3 ind B 
{ 1 ldsmot 
Por 
) S59 EO g 
0 
( 14 

( } 

1 ' ) ) 

\ I t rk 

2 1 1 
‘ Z "7 * 
i r loa i du ard ot 
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Mr. Donner. Taking the middle column which is the assembly plant 
ystem, 1n that case the destination charges collected are SUO, t he tran 
nortation costs and other eXCeSS assembly plant costs are S110 or 
somewhat in excess of the destination charges. Excess inbound frereht 

S65. It costs 834 to transport the finished cars to the dealers or a 
otal of S99. In this case there is an allowance of $11 which is a fai 
he loading and dunnage. SO that we are rec overing } 
s formula in the Buick-Oldsmobile-Pontiae plants. a little less in 
tination charges than it costs to transport them. In other words, 


lowance for t 


that ease the Michigan customers are subsidizing the outlyin rassem 
ly plant areas a little. 
‘Senator Monroney. It is about time. 
Mr. DONNER. Considerine the economics of each tl semb 
i separately, we find that the customers in each of the outly ne 
ry bly areas are paving in the form of a destination charge an 
ount which, on the average, approxim ites actual transportat On and 
er ee sts directly applicable to their part cular area. 

Naturally, the transportation costs incurred vary with the plant 
ireas served. Outbound costs are highest in the larger areas served 
yy the St. Louis and Kansas City plants and lowest in the east coast 
Nant areas. In the case of the west coast plants inbound franspol 
on costs are very high because of the greater distance from the Gi 
Lakes area fabricating plants. 

in the foregoing we hive outlined how tlie present method of dle 


1 


nininge destination charges On pew aut mob les originated: the 
lation of the pricing of cars to the economies of our distribution: 

ind the present method of billing destination charges to General Me 
rs dealers. 

We have alse gwiven the economic picture for Trans} rtation cost 
and savings, based on an average 1956 Chevrolet passenger car, and 
for our Buick, Oldsmobile, and Pontiac ears which are assembled 

nel system of assembly plants. 

Staff note: General Motors Corp. notified the subcommittee staff subsequent 

he hearing that the above three (8) paragraphs were not read into the record 

Historically, the automobile industry has followed the practice of 


ishing 


. ’ 7? , 1 . 
il single list price determined at each producer's hot 


lant with charges for deliveries In OUtTIVINeS locations based on thie 


ost of rail transportation. The modihed basis now 1n » bv General 
Motors was adopted following a similar change by a competitive c¢ 
\ mid as been adjusted t »recoLnize he economics of our own as- 


embly plant operations. 
Lond ‘] the revi ed basi . the d stination charges to onr deaters 1! 
0 ly no as embly p! met areas approximate, overall. the aggregate 
ial cost of transporting the neces ary parts to the asse mbly loea 
. and shipping finished vehicles to their dealers. The home pla 1 
omer derives no benefit from the economies of the assembly plant 
stem, while customers located in the outlying areas share in these 
onomic benefits on a proportionate basis in accordance with their 
Lhce irom the home plant. As has hex nN demon strated, the present 
| removes so-called phantom freight in the areas served by out 

g assembly plants. 
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Wi fee] that the method we have adopted is hot onlv a logical On 


but Ss envirelry re sonable and equitable under the circumstances al 
based on an approach which preserves the historic single nation: 
list price. At the ale ft 1@ If passes the benefits ot the outlying 


assembly plant system only to the customers served by it. 

The present method was decided upon after careful study of thi 
problem and after thorough review and consideration of many alte 
native methods. The results of these studies can be made availabk 
to your committee if you desire. 

Customers served by the outlying assembly plants are neithe r fay 
ored nor penalized by the present method because of their location 
relation to that of the assem} ly plant. This location, as we have noite 
must be dictated by the economies of the rail freight-rate structur: 
Under alternative methods this might pose a difficuit problem particu 
larly for customers in outlying assembly areas who are located at 
point between the home plant and the assembly plant designated i 
serve their locality. 

We believe that the present method achieves an equitable and pra 
tical treatinent of a difficult and complicated problem. 

Senator Monroney. Thank you very much for a very complete an 
comprehensive treatment on that. You would say that you have 
abandoned the phantom-freight concept that existed 2 years ago? 

Mr. Donner. I would say that we have a system that restricts th 
economies of the assembly plant system to that area. 

Senator Monroney. You now have a freight charge in which yo 
largely base the increase in the cost of transportation on a distance 
factor? 

Mr. Donner. A distance factor from the home plant. 

Sena‘or Monroney. The home plant is the basing point ¢ 

Mr. Donner. That is correct. 

Senator Monronry. It still isa basing point, but you have adjusted 
the home plant to a point that 
vou are now on a more or less national basis. 
~' Mr. Doxner. I do not know what vou mean by a national basis 
We have a $115 spread between the Flint price and the maximun 
p Ice, 

Senator Monronry. That is a great deal less than the $400 spread 
that existed a few years later. 

Mr. Donner. But nationally our destination charges closely ap 
proximate the cost of moving those cars around the country to get 
them toa particular dealer. 

Senator Monronry. Whether it moves from an assembly plant by 
K. DPD. earload freight, or whether it is assembled in Detroit and 


downward according to distances fron 


delivered by truck in a 200-mile radius. 

Mr. Donner. That is right, and the economies work in such a way 
that vou do not get much of a difference in a laid-down car by that 
method as against other possible more complicated methods. 

Senator Monroney. Do you not feel that what you have already 
done will have a great effect on reducing the bootlegging out of the 
Detroit area ? 

Mr. Donner. I think it is in the right direction for that problem. 
As I said in my presentation it should help. 

Senator MoNRONEY. The premium on a bootlegged dealer being 
able to land a car delivered cheaper in Dallas or Miami or Los Angeles 
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the franchised dealer could—if he pays the assessed Treig 
the old plan—1 10 longer as big as it was. 
Donner. That is right. 

_ LO} MIONRONEY. It takes away some Ol the incentive for the 


il LV} of automobile delivery. 

Vier. Donner. That is correct, Senator. 

Senator Monroney. Would you submit a breakdown on your charts 
P12 by ihe as enibly plants ¢ Could you do that or does that 
to be an aver ze ¢ 

\fr. Donner. That is by individua ec embly plant urens. 

Senator Monroney. Yes. For instance, aed Kansas ( ne area, for 
ple. would have « greater fi io advantage than your San 1" in 

oor Los Angeles pots would have. 

\ir. Donner. Pm sorry, Senato yr, What was that 7 

Senator Monronry. I was wondering if you could break down fo: 
ommittee this material in 10 and 11. 

Mr. Donner. That is what [am getting now but I didn’t quite get 

maiment. 

senator MONRONEY. Well, l would think thet your Kansas City 
ior e xample, 1 ~ paying a good deal of the Los Angel S excess 

rhi that runs on the shipment, if as few of these parts are made 

ie California area as your testimony would indicate. 

Mr. Donner. Actually, the west coast plants taking the west coast 
as a whole, we have a destination charge for Chevrolet of $120. 
saw that maximum for that area. 

Senator MONRONEY. Yes, 

Mr. Donner. Our actual outbound plus our excess inbound, plus 
iowance for loading and dunnage of $6, averages $124 or within 
f that S120 charge. In the case of some of the other plants, there 
pluses and minuses. But this is not as strange as it sounds be 
e this whole thing is rooted in the movement of heavy materials 
it you get the effect of moving your parts out, you get the effect 


ving your finished cars out and if you relate it to the total ces! 
those, | do not think it is so surprising that it breaks down as well 
t does by assembly plant areas, because as you get farther out you 
ier costs that bal: ance this heavier transport: ition charge you 
his formula. So if there are wny specific questions you I 
S. wecansenddawn “uswers to you. 
Senator Monronny. T will ask counsel, then, after we analyze your 
ony on these Pp jlants to perhaps submit a request for some addi 
lata as to the p ant factor. Do you have any caleulations there 
» what vour actual freight would run? We will ask you to sul 
that hHerhanps too, 
\I DONNER, That is What I gave you in the schedule, T think 
LO, I believe itis. On OX hibit 10 you will fin dl that m the a 
plant areas our cost of ship ping the component parts is the 
which S13 refleets at normal inbound freight at Flint and the 
f transporting the cars out of the assembly plants is $38, so the 


2 1 ’ } ; 3 
of moving these cars through the assembly plant system for 
} : +e 2 ml ; 
{ aione 1s SGD per wit on the average. That is the actual costs 
iVihetra po rting : wrene 


itor ae y. That ‘5 the $36 
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Mr: Donner. 338 plus S27. 

Senator Monroney. That is for truck delivery. 

Mr. DONN] R. Well. there isa eood deal of rail. 

Senator Monroney. $27 is your inbound. 

Mr. DONNER. S27 1s the excess inbound. So we are paying ~ 
specifically attributable to assembly plant operations. Then with t 


: » 1 ‘ { ° ] 4 1 
allowance of the SS |sic] other excess COStS, If exactly balances 


iverage We are charging t] e customer of S71. 


—_ , 


i 
Senator Porrer. Do all of your assembly plant areas average o 


to about like this? 

Mr. Donner. Within a reasonable limit, within a few dollars 1 
or minus, 

What we are up avainst on an average Is some are above and SO} 
are below. 

Staff Note: The following information was received subseque nt 
the hearings: 


GENERAL Morors Corp., 
Detroit, Mich., March 27, 1951 
Mr. Davip Buspsy, 
Special Counsel, Subcommittee on Automobile Marketing Practices, 
Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D.C. 
Dear Mr. Bussy: In accordance with your request and your telephone ¢ 
versation with Mr. Power of this office today, I am enclosing a statement 
ransportation cost factors per unit, applicable to Chevrolet 2- and 4-door sed 


assembled at the Chevrolet assembly plants, as well as a statement of tr 
portation cost factors per unit, applicable to Buick, Oldsmobile, and Pont 
production at the Buick-Oldsmobile-Pontiac assembly plants. The detail 

tained in these statements support charts Nos. 10 and 11 of F. G. Donner’s st; 
ment to the Senate Subcommittee on Automobile Marketing Practices 

These two statements should be interpreted in the light of the statement 
testimony presented by Mr. Donner. However, I might brietly summarize 
position, on the basis of his testimony as applied to this material. 

It will be noted on the Chevrolet detail that the cost of transporting fin 
ears and components together with the excess cost of operating assembly } 

s equal to our present destination charge. 

In the areas served by the St. Louis and Kansas City plants, the caleulat 
costs incurred exceed the amount collected from customers by $8 to $11 per u 
On the other hand, in the more heavily populated areas served by the Ta 
town plant, destination charges average $12 per car above the calculated ce 
In all the other Chevrolet assembly-plant areas, representing about 60 pe: 
if Chevrolet customers receiving shipments from outlying assembly pl: 
destination charges are within $5 per car of the indicated excess costs. C 
sidered as a group howeve r, all Chevrolet customers served bv our outlving 
assembly plants pay no more than the actual costs directly applicable to tf] 
assembly operations 

For Buick-Oldsmobile-Pontiae assembly operations, there is a Similar patte 
as between assembly-plant areas. However, because of the lower proportiot 
total vehicles assembled at outliving locations, and the even larger areas se! 
by the Western plants, the Buick-Oldsmobile-Pontiae assembly-plant custo 
pay considerably less in destination charges than the excess costs incur 
This variance ranges from 815 for the Arlington, Tex. area to $39 on the wes 


coast In the Northeastern assembly-plant areas, the destination charges 
lected are slightly greater than the costs ineurred 

It has recentiy been announced that a new Buick-Oldsmobile-Pontiac asse? 
plant will be erected in the San Francisco area In this connection, we n 


point out that shipments from this plant would necessitate revisions in the trar 


portation cost factors submitted herewith, 


Very truly yours, 


Henry M. Hocan, General Counsel 
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Senator Porrer. I think there has been a lot of confusion about 
phantom freight. It is a term that has been applied loosely and I 
think when the dealers are asked in the questionnaire do they favor 

hantom freight, they Say in response, “of course not.” Nobody 
favors phantom freight. The fact is that the automobile industry is a 
lot like other industries. I understand that the citrus fruit from 
California, the transportation costs are no more at Denver than they 
are at New York. You have that in many types of industry and par- 
ticularly with an industry where weight is a big factor as it is in the 
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automobile industry. I think you have done an excellent job in we 
Ing thi program out and it 1s easy to say. well, we shoul d ape ] 
the actual transportation charges. but if vou | id that on 
dividual automobile, you would have a most chaotic nonilitiee. 
tainly your compu nies with just one assembly plant, or your h 
plant would } pe até ‘at competi itive disadvantag 


Mr. Donner. ee you W ould have a maze of rates with cross s 
ments. If you gave a dealer two cars, one from Detroit and one 


Kansas City, he would have a difficult time, We think lke al! th 
in cost allocation you have to have a met thed of allo ecatine. We th 


we are reasonably fair in our relationsh ip to the customers Wi . { 
kind of approa h and it can be controlle | because it 1S rooted 1 

freight structure, so it can be controlled and the percentage can a 
justed so that we are always in balance with what we are paying. 

Senator Monroney. In arriving on your exhibit 10 at your $40 ec 
on the cost of shipping « ompone nt parts to all assembly plants, is t] 

elated to an actual figure ? 

Mr. Donner. The $40, the $13. the $38, are all actual figures. 

Senator Monroney. It is an average cost per car of your inbow 
freight of component parts. 

Mr. Donner. That is correct. 

Senator Monroney. Not including those produced locally such 
in the bay area and arriving as cheaply as they would at Flint. 

Mr. Donner. The $40 includes the inbound freight on all parts int 
the assembly plants. 

Senator Monroney. But I am trying to get the so of figuring « 
the thing. Ido not mean to be vide cking it, but would you take t] 
cost of all inbound freight for the Chevrolet assembly plants as Ol 
fignre ? 

Mr. Donner. That is correct 

Senator Monronry. Dividing that by the number of cars assembl 

1 all assembly plants. 

Mr. Donner. That is correct. 

Senator MonrRON!I zs To ret your component of S40 of inbound 
that correct ? 

Mr. Donner. That is correct. Then we deduct the flat $13 which 
what we pay at Flint for all inbox nd, and the differences i is the si 
ealled excess inbound which is a penalty the assembly plant pays b 
cause it is away from the major sources of supply. Those excess i 
bound costs range all of the way from $10 at Cincinnati to $92 on the 
west coast. 

Senator Monroney. Then you do not have to worry about you 
pipeline because you have taken care of that in your $6 figure, is that 
/ 


correct 

Mr. Donner. The $6 is probably half of what it ought to be if yo 
went out with a broom and wrapped up everything that was in tl 
picture. We think that it is a very conservative firure for that. 

Senator Monroney. But what I am trying to get at is if the $40 
result of the dividing of your total freight cost to your assembly 
plants by the number of cars produced, if there would be enough left 
in the inventory perhaps to produce say 20 percent more automobiles. 

Mr. Donner. No: this is a full year’s production where you are 
balanced on inventory. 
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Senator Monroney. It would be about the same. 
ihere would not be much left over. You would have a starting 
entory and a closing Invenvory that would not be very far off. 7 
\fr. Donner. We would be pretty bad operators if ‘we were in the 
uation that you posed. 
Senator Monroney. That is the actual amount paid to tran sporta- 
Mr. Donner. That is right 
Senator Monroney. You checked all of your freight bills and totaled 
em up. Mr. Donner: It makes a much easier method of calcula 
than to try to estimate the average rates by which this moves 
d everything. You get a more direct result | vy the total con iputa- 
1 of your freight. This is just oraimary cost accounting approach 
a complicated problem. 
Linder this svstem, if the freight should happen to drop, or new 
ethods of shipment might develop by motor truck or by boat or 
Mi th ne 
Mir. Donner. We will adjust these charges. 
nator Monroney. They would adjust downward. 
r. DonNER. We will adjust those ch: arges ; yes. 
Senator Monroney. But in the past bef fore you had these adjust- 
ents as of a year ago, the higher the rail freight cost went, the higher 
ie delivered price went. 
Mr. Donner. And the lower the list price went. 
Senator Monroney. I do not recall them going down. 
Mr. Donner. It didn’t go up as much, Senator. 
Senator Monronery. Do you have any idea in your computation what 
ie transferrance was from the f ‘reight charges collected in excess of 
se actually running? At some place in your books you transfer 
‘gains in vour freight account to deduct from your cost of produc- 
Ol do you not ¢ 
Mir. Donner. I think I had that figure in here. In my recollection 
is $38 a ear but Lam not sure. It was , I think, $38 a car overall. 


Srare Novi Subsequent to the hearing General Motors Corp. requested the 
ds “for Chevrolet,’ be added to the preceding paragraph after the word 
au.’ 


Senator Monroney. What was General Motors production, do you 

all offhand ? 

Mr. Donner. In 1955 passenger cars were around 4 million units. 
(Chevrolet was $38 per unit. [It woul 1 be $152 million if you multi- 

ed it out. 

Senator Monroney. I am glad you are an auditor. Tam likely to 

me out with $152 or something. I am always misplacing decimal 
points. So that has been, is, and must be, a part of the manufacturing 
ost, is that correct ? 

Mr. Downer. In other words, this method has transferred $38 from 


stination charges all over the country into $38 that we are collect 


¢ in our price to th e manufacturer from all customers. You are 
just realloting that $38 
Senator Se iieeitatiek * there any rule of thumb that you have as 
0 how much profit per car you should make ? 
\ir. Donner. C ompetition has a great deal to do with that. You 


sort of learn that over the vears. 
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Senator Monroney. I see, but you have no particular target. If 
freight brought you up beyond what you felt like you needed to cove: 
your profit figure there would be no chance of passing on any of th 
$152 million. 

Mr. Donner. We have already passed it on Senator in our list price 


Qur list prices reflect the savings. We passed it on. You may n 


i 


Senator Monronery. I grant you cars are good values, but I just 


wonder as we get more and mor production, nore efficient operatic n. 


better pel rormance and evervthimne, w hethe Some oft these this IS ri 


the purpose of this committee—but whether the consumer will receive 
some of the results of these in lower prices. 

Mr. Donner. We think the consumer received all of the results. Wy 
have competitive prices certainly in the automobile industry. You 
profit is the difference between your costs and the prices you receive. 

Senator Monroney. But the thing that is so hard for an outside) 
and a noviee, a neophyte like myself in this business is if the list price 
of a car in Detroit, Mich., has always been say $3,000, why is it nece 
sary, if that isa fair price in Detroit, for the list price to go up because 


the freight adjustment has been made to be somewhere near actua 
freight for the rest of the country ¢ 

Mr. Donner. Because the price in Detroit would have been $3,00 
plus sd0 1f we hadn colle ‘ted through destin ition charge the amount 
that we did under the prior system. 

Senator Monroney. ‘Then it has been an actual cost of production 


price in the Detroit area, or in Detroit alone, because in the area you 
do iil ve the actual freiol 


‘ 
{ 


Mr. Donner. Well, it is a matter of how you allocate these actual 


] ae . 
costs and how vou divide your prices be tween d sstination prices and 


list prices. We look at our net revenue as the total that we receive from 
OU} list ») ices and fr mour des ination eh reves, We look at our costs 
as the total costs to take the car to the consumer including the actual 
freight and haul away charges that we pay. The difference is our pro 
fit. That may look big to you. That may not look so big to some other 
people. | | 

Senator Monronery. But the excess of actual freight as against the 


} } 


reaimed freioht charged by the factory amounted you said to about $38 
»wlis pel ear. or on vour produ TION ot passenger ears in the neigh 


borhood of $152 million. 


Mr. Donner. That is right. and that would apply as a reduction in 
cost when we calculated our price for the next year. 

Senator Monronry. And in this adjustment you come out exactly 
the same 4 

Mr. Donner. Yes. because we were able to factor it out before we 
made the decision. 

Senator Monroney. There was no effort made to see if this could be 
passed on. since the savings in freight-—— 
~ Mr. Donner. We had already passed them on. 

Senator Monroney. In better cars—we have no objection to the com- 
mercial. but we are just wondering if there is not some customers’ 
foldine money saving that could be shown. 

Mr. Donner. They alreadv have. 

Senator Monroney. In addition to the extreme value of the glisten 
ing chrome and hydromatic, and all of those things. 
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Vir. DONNER. They hay ilrendy rotten it nd Im al it most n 
lv. because [am quite familiar with what we have to go through 
pricing the car ind the price would have been that much hieher 
ir 2agO. In other words, w would have had the same list price a 
axoo atter we had had thi adjustment because we wouldn't have 
I the be netit of that reduction in cost. 
Senator Monroney. But it dees take away some of the advantao 
Detroit dealer to place the car sold to him in Detroit into the 
t of the country on a bootlee basi 
Mr. Donner. I think that is correct. Senator. 
Senator Monroney. And that is one of the sore spots in the Orig a 
f this. and this adjustment you feel that has been made will ma- 
reduce bootlegging or prevent the premium on bootlegging 


ise of t] 
Mr. DONNER. 


i 
} 


Senator Monroney. A 
Detroit, paying 


ich driving one an 


1 C 


It is int 


ee’ 
S25 O 


. 


‘ 


Mir. Donner. That is e 


ST] 


No. 


) 
Senator Porrer. 


he formerly existing frei 


wht charge, 


hat direction to the extent that bootleo: 


cy 


ing 


ted by freight costs, 


bootlee make as much by 


ever cannot JOIN 
y Ge ol} a the dealer’c< c 1 tale 
} SoU above the qeater’s cost, wd LAKING SIX 
| towing one, and pull those car nto Atlanta 


\1 : . nl; ‘ 7 
Vilami1 or someplace eise. 


rrect, 


itor Monroney. Do vou have any questions ? 


only observation that I would hke to make on Mr. Donner’s 


lent to the arcument that penator Monroney Was Making 
our transportation costs should be lowered you could pass that on 
he customer in dollars. If the company wasn’t constantly chang- 
nodels, if your costs were the sar ie, 1f Vou were putting out the 
{ 1utomobile, then when vou had a redueti n tra spr Lert D 
it could be reflected in the lowering of your list price of ir 
obile: but ! understand your statement. vou are in a constant 
e lation whereby with vour new model ilwavs think 
( model ears ahead—vou base the p ot you 
l volved. 
Mi LIONNEI Including these ‘OSIS, 
Senator Porrrer. Including those ec ) 
Mr. Donner. That is correct, Senator. 
Senator Porrer. So, while it may not be wing as far cutting 
t price of vour automobile, it is a cost item in deter ne at 
}Y e will be. 
ir. Donner. That is correct: certainly. 
s tor Porrer. So the public would receive th nefit f1 t 
that wav asif voucut the list price 7 
Mr. Donner. [I think that is right 
Senator Monroney. Counsel was just asking me a question. Sir 
freight that was charged under the old b; was bnsed « 
ht, which included a mponent of a5 per t transpe 
{ S152 million, approximately, or the S38-plus per 
this 5 percent tax ‘ 
Mr. Donner. T assume so, because I think just part 
vould account for it as JUSE part of the cost of trai ort 
Senator Monroney. And it isa tax that was n paid 


Mr. Donner. 


What tax / 
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Senator Moxnroney. | mean the ove rage, Since it Was COlmptuted 
a rail-freight basis, which would have included actual rail freight p! 
L5 percent tax on the actual rail freight, but you come up with an oy 
age of about $152 million of your total production. 

Mr. Donner. It is simply in that $103 figure, and as you see, now 
ire balancing if out as to what we are paving on the one side and 
ceiving on the other, this S71 balance, so it isa washout now. 

Senator Monroney. Did you have any further questions / 

Senator Porren. No. 

Senator Monroney. Thank you, su 

Mr. Power. Senator, the complete statement of te Donner’s 
be in the record 7 

Senator Monroney. Yes. 

(See appendix G17, exhibit 14.) 

The next witness is Mr. Charles G. Stradella, pres dent, Gen 
Motors Accept ince ¢ ‘orp. 

Would you st — your name, please. 

Mr. Srrapenia. Charles G. Stradella. 


STATEMENT OF CHARLES G. STRADELLA, PRESIDENT, GENERA] 
MOTORS ACCEPTANCE CORP. 


Senator Monroney. Mr. Stradella, do you sole Munly swear that th 
testimony you are about to give will be the truth. the whole truth. a 
nothing but the truth, so help you God ¢ 

Mr. Srrapeua. I do. 

I would like to say that I have brought Mr. John Zinimerman, ou 
vice president 

Senator Monroney. He may wish to testify / 

Mr. Srrape.uLa. Yes. 

Senator Monroney. Would you state vour name, please ( 

Mr. ZimMerMAN. John Zimmerman. 


TESTIMONY OF JOHN ZIMMERMAN, VICE PRESIDENT, GENERA] 
MOTORS ACCEPTANCE CORP. 


Senator Monronry. Do you solemnly swear that the testimony yor 
are about to give will be the truth. the whole truth. and nothing but 
the truth, so help you God ¢ 

Mr. ZimMERMAN. I do. 

Senator Monronry. You may proceed in your own way. 

If you feel there is anything you can put in the record that wil 
not n eed further elabor: ation, you may do so. 

Mr. Srrapeiia. Surely. 

My name is Charles G. Stradella. I am president of General 
Motors Acceptance Corp. and I have held that office since August 
1954. 

I entered the employ of GMAC in 1919 and became a vice pres! 
dent in 1931. My assoclation with the com pany con tinued until 1942 
at which time I became finance manager of General Motors Overseas 
Operations Division. Shortly after entering the employ of the over 
seas operations division I was given the responsibili ty for os 
its general staff activities. I remained in that position until elected 
to the presidency of General Motors Acce} tance €C orp. 
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I have been a director of GM AC since 1940 and | director ot Ge} 
| Motors Corp. since 1954, 
My presentation concerns (a) the credit terms on the new-car trans 


OS which have been financed ¥? GM AC during the past few 
is Including the current Pia ek (6) the retail financing plans of 
MAC with emphasis on the dealer r protective features, and (¢) 

financial risk take) by the Shire in relation to the prote tive 

res 
CREDIT TERMS 
(iM ‘ ( recovn)Zes ho fixed terns. Hlowever, lt does - ra — 


the dealer in arranging terms for retail contraets which the dea 
ects to submit to GMAC for purchase. This guide is a minimum 
payment of one-third of the cash selling price on new passenger 
and trucks and a maximum term of 30 months for new passenger 
! and 24 months for new trucks. The GMAC Dealer Manual calls 
to their atte ntion. GMAC believes that these guides will establish 
equate Initial customer dollar equity in the car and monthly 
tallments large enough to increase this equity faster than the ear 

depreciate from obsolescence and average Use. 

(; MAC experience shows how important it is for the customer to 
an investment of sufficient amount to make him want to keep 


ne car. V he re downpayments are too low, GM. AG ana | the dealers 


ell aware that repossessions are disproportionately higher. ‘There 
OL course, Instances where the credit and circumstances of the 
tomer warrant an exception in the standard downpayment require 
ents 
(IMAC has consistently advocated through its advertising and its 
ler contacts that the cheapest way to buy a car is to pay cash 
istomer’s own cash; that the next cheapest way is to pay as much 
Vn as possible and the rest as soon as possible. GM AC rate charts 
designed to help the dealer save his customers money by buying on 


iifty terms, suited—-within reasonable limits—to their individual 


i 


ais 


GMAC endeavors to make available a financing program which 
ll help General Motors dealers develop their time market on a basis 


iat will be sound for dealers and in the interest of the public. 


In view of the broad interest in the subject of auto credit and con 
sed statements which have been made about terms, it would seem 
sirable to acquaint the committee with specific facts from GMAC 
ords as to downpayment and length of term. 

he following charts deal with downpayme nts. 

| would like to say at this point that we had some pretty charts, 


0, that Mr. Zimmerman was going to explain, and I think he prob 


iy can do it a little better than I can at this point, so I will turn it 

er to him. 

Senator Monronry. We have these very clear graphs so we cai 

llow those pretty well. 

Mr. Srrapetta. I wanted to be sure everyone understood the way 

ey were constructed. 

Mr. ZIMMERMAN. Chart 1 shows downpayments as a percent of cash 
ng price, as well as the cash selling price, 
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Mr. ZIMMERM = 


ite The present level of downpayment 
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COMMENT ON CHART 


charts are based on actual new car and truck retail contracts purchase 
VT AC in the United States. 
he bars on this chart show cash selling prices reported Col ts | 
a The increase in such prices reflects not only the rise in car prices b 
strong demand for optional equipment, such as automatic transmissio1 


price in 1955 was $2,974, and in 1954 was 


nower steering The average 
8 Average prices in December 1955 and January 1956 were slightly over 
0 flecting a 4- to 5-percent increase in 1956 models. 
line shows the average downpayment as percent of the average cash se ng 
w-car downpay 


lining trend in this percentage has halted, and ne 
ent since May 1955. The present level con 


have averaged around 40 per 
With a 1937-41 average of about 45 percent 


$3.5 percent in 1954 and 
You v ill see, reading from the bottom paragrapl 
the declining trend mt ie downpaymeni per- 


i ovo ne tothe line first, 


i 


\< Vou Ci 


ar downpayments have averaged 


re has halted. 

in see from the flatness of the line, since about May 1955. 
about 40 percent since thiat 
compares with about 45 


reent down in 1954 and with a 1937-41 average of about 45 percent 


Turning to the bars where you will read the left-hand seale, 
e following the figures, these show ¢ ash se ‘Hing prices reported 
| pl ices rel{leets not only 


yu 
ntracts purchased, The increase in suc 
ein car prices, but also a strong Sener for optional equipment 


itomatie transmisstons and ) en er errs 
1 1954 was $2,758. Ave 


Phe average price m 1955 was $2.97-4, and i 


prices Nn December LOD5 and Sacaaee L956 were shehtly oOvel 


), reflecting a 4- to 5-percent increase in 1956 models. 


Che line shows the aver: age downpa vinent as percent of the averae 
se]] ne pri 5 Tl ie dechninge aa this percentage has halted. 
new-car downpayments have enna around 40 percent sin 


19DD. The present level compares with 43.5 perce} tin 1954 


| 


si—-tl average of about 45 percent. 


ff note: General Motors Corp. notified the subcommittee staff subsequent 


aring that the above paragraph was not read into the record. ) 


The next chart. chart Ze presents an analysis by downpavment 
Purchase 


Lp . of the number of retail hew Cal and truck contracts } 


GMAC 
COMMENT ON CHART 


his chart presents an analysis, by downpayment groups, of the number of 


new car and truck contracts purchased by GMAC 


[In addition to showing the same leveling off of downpayments since the middl 


1955 as seen on the preceding chart, this exhibit also shows that 29 percent of 
new contracts purchased in 1955 had downpayments under one-third (the 

im of the 5 top areas on the chart), compared with 17 percent in the year 1954 
IS percent in 1937-41. 


» proportion with downpayment under 25 percent of cash selling price 
percent of all 1955 new automotive volume purchased, which compares wit] 
a 


in the year 1954 and with an estimated 2.8 percent in 1937-41. 


reen 
‘ 


Mr. ZimarermMan. In addition to showing the same leveling off of 
lownpayments since the mid lle of 1955 as seen on the preceeding chart. 

Is exhibit also shows that 29 percent of all the new contracts pu 
ised in 1955 had tip foance under one-third (the sum of thi 
top areas on the chart ),as compared with 17 percent mn the year 1954 


md IS percent in 1i93(—4h. 
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You will note that SO percent of all new purchases have 30 percent or 
re downpayment. ‘Phe proportion with downpayment under 25 
ercent of cash selling price was 6.3 percent of all 1955 new automo 
e volume purchased, which compares with 2.9 percent in the year 
ind with an estimated 2.5 percent in 1957-41, 
Senator Monronry. Now, | believe President Curtice testified that 
it downpayment represents either cash or the cash value of the 
de-i. 
Vie. Srrapetca. The allowed value of the trade-in. 

Senntor Monronery. I thought he testified this morning that it was 
cash value of the trade-in. What happens on the pack then / 
Vir. Power. I don’t believe that he testified as to the downpayment. 

id the equity was considered. IT think that is the way he stated it. 
Senator MONRONEY. I perhaps nusconstrued tt. 
Vir. Power. The point is that the allowance is in that downpayment. 
senator Monroney. What ]amasking foris: Is that downpayment 
presented by actual cash or cash value of the used car? 


Vir. Srrapentta, Not necessarily ; no. 
senator Monroney. Then if you have a period of wild trading and 


Wowance for used cars in connection with the blitz advertising 
OUs, VOU percentage would be somewhat nuslendime, would it 
[the stability of your downpavinent ¢ 
Vir, Srrapenna. Tf you had that situation there is some error. 


wor Monroney. On anvthine that is overallowed. My ¢ 
Viercuryv—I am sorry, Mr. Curtice—but she said she @ot 


10 forherold ear, Tsatd: “Plow much did you pay for it 4” 
d 84.500." ™ * 
d: “You vot S600 for vour old ear and vou got S1.000 worth of 
Now L want to know, if it were financed with your company 
dnt be, | presuma , bel a Ford product buy f it were financed, 


ld that represent 2 S600 dowlpaylment or would it be put in at 
Wp? 


Vir, Serapenna. Statistically, it would be put m at $1,600, 


senator Monronry. These are reputable dealers doing that all over 
t. It isn’t just a shyster down the road, 
Vir. SPRADELLA. Yes; it is going on. 
Senator Monronry. So vou get a fictitious picture of downpayments 
it iIsrepresented by arr. 
Mir. Svrapeuna. It is fietitious but. on the other hand, there is a 
the other way. There are quite a number of cars being sold 
iy at well under what might be termed the suggested retail price, 
in States where there is a sales tax it is to the interest of the 
haser if he buys a car at a discount off list to take the discount 
vet that stated to get the tax benefits so we have quite a few 
sanctions that get into this statistical caleulation which are on the 
er side, rather than on the inflated side which you had in mind. 
Senator Monroney. That is what I was trying to bring out this 
Orning in that line of questioning. The statistics we vet from Fed 
il Reserve and othe places are misleading to the extent that there 
CMAs inflated downpavments that didn’t exist in actual cash 
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4 ‘ cS 4 } 
Mr. Svrapetia. If you are interested in that point, we make a che 


the other way around. We start from the dealer cost, which 
nxed amount. and then determine what percentage of that d 
cost @e advance. That happens to work out ut the average of cub 
o vrcent of dealer cost which we advance. 


Senator Monroney. ‘That is 82 percent of 76 percent 4 


Mir. SrTrRADELLA. Yes If you work that out, you will come 
Cire rena of 3S percel ft dow! pave ient, SO there 1s wate oe let US Say, 
the ext t’o1 5 percent, we believe. 

Senator Monroney. So it is not too sienificant 2 

Mr. Srrapetta. No. There was an area you saw in the chart 
transactions with downpayment under 25 percent of the selling pi 
[ tho Pht you might be interested in how they were distributed. () 
a total of 99,049 new-car contracts purchased in October, there wi 


6.276 which had a dow hnpayment of under 25 percent. 

Just below in the October column, you will see that 4 percent 
the total—I am now splitting up the 6.5 percent, falls between 
and 24 percent down, 1.4 between 15 and 19 percent down, 0.7 perc 
between 10 and 14 percent down, and under 10 percent down, 


As you read across. you Vv ill see that the figures are fairly col 
parable. I would like to add one further pot, and that is that 
that same period, if you total the number of contracts we purchasé 
in those 4 months, there were 335.000 new-car transactions; of th 
number, exactly 8 had no downpayment at all. 


We will now go on to the charts dealing with the terms of payme1 


COMMENT ON CHART 


The line shows the average term of new car and truck contracts pureha 
by GMAC. The average new-car term for 1954 was 24.7 months and rose 
1955 to 27.7 months. 

Chis increase in length of term has made for a stable monthly install 
during a period in which, it w be remembered from the first chart, aver: 
cash se ¢ prices and the use of power options were increasing. 

Che s show the average monthly new-car installment which customers ha 
contracted for Note how steady such commitments of monthly income |} 
been over the past 4 vears at about SSO. 


Mr. Zimmerman. Turning to leneth of term and average month] 
payments shown on chart 3, the line, using the right-hand scale, show 
the average term of new car and truck volume purchased by GM AC 
in the United States. The average new-car term for 1954 was 24.7 
months and rose in 1955 to 27.7 months. 

The bars, which are plotted against the left-hand scale, show thi 
average monthly new-car installment which customers have contracted 
for. These commitments of monthly income have been remarkabl) 
steady over the past 4 years, at about $80. The increase in length of 
term has made for a stable monthly installment during a period i 
which, it W il] be remembered from the first chart, average cash selling 
pl Ices and the use ot power options were increasing. 

Turning to chart 4 
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COMMENT ON CHART 


Qn this chart, the number of retail new automotive transactions purchased are 
ilyzed by length of term groups. 
fhe proportion of contracts with a term of over 30 months in 1954 was 3.1 
cent of the total and rose to 15.8 percent of the total in 1955. Currently 
it 80 percent of GMAC new car and truck contracts have terms of 30 months 
less 
Senator Monronry. Before you leave that, am I correct. in L951 it 
ows you took a dip, is that true, down to a 15 months’ term. 
Mr. ZIMMERMAN. That was the effect of regulation W which was 
nen in existence. 
Senator Monronery. ‘Then, when regulation W was repealed the fol 
ving year if climbed to 20 months: is that correct 7 
Mr. ZIMMERMAN. Yes,sir; average term. 
Senator Monronety. Then to about 2214 months, when it leveled out 
tilabout May of 1954; is that correct ¢ 
\ir. SrrapELLA. That is correct. 
Senator Monroney. And then it has been creeping up steadily since 
it part. 
Mr. Srrapen.a. And leveling out in the latter part of 1955 
senator Monroney. Is 30 months your maximum term ¢ 
STRADELLA. No, it is not. We will come to that. 
Mir. ZIMMERMAN. On chart 4, the number of retail new automotive 
CLIONS Pure hased are analy zed by leneth of term YrOUpS 
Reading up from the bottom, this chart shows the percentage which 


term of 18 months and under, 19 to 24 months, 25 to 50 month 
ver 30 months. The proportion of contracts with a term of over 
nths im 1954 was 3.1 percent of the total and rose to 15.5 percent 
e total in L955. 


ently about SO percent of GMEAC new ear and truck contracts 
ited States have terms of 30 months or less. 

ee wor Porrer. Are y tl peaking now ot iust the terms of the 

t? Tassume in many eases a contract has been paid up before 


ontract expires. 
\ TRADELLA,. This Is the original term. 


Senator Monronry. The beoinning term. Do trucks ustutlly ri 


er or longer terms than passenger cars / 
ry 1 
Vir. Srrapenna. Trucks run shorter. 
Senator Monronry. So you have an advantage of giving us the 


7 3 ’ ! 
ehting inthere. Do you have it separate for trucks 4 


Vf 
\1 


STRADELLA. The trick percentage of our volume ts 7 percent. 
Senator Monronry. And it would normaliy be shorter time than 
enger Cars, 

Mr. Srrapecia. Yes. 

Mir. ZimMeRMAN. It only affects these figures very fractionally. 
Mr. Srrapenna. That is true on Chevrolet trucks. 

Senator Monroney. Pickup trucks probably run about the same 
oth period, 

Senator Porrer. Do vou have any figures--or maybe they will 

me later on in your statement-—as to the actual contracts, for ex 

mple, that are 30 months. What has been the length of time im which 

Ose Contracts are yc up or how Many of them evo to the fermi 

on date of the contract ? 
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: tequestion might apis 
; tegory etn I Ove} 26 months. | 
fic ( follows In tobe) Out Of 4 
‘ l mul qd or Y {) | I ere Zo tr 
ry Or { no t}) . November. pea X") contracts. 
me 4 ‘ , (} ths: n December. SO .000 Contriet 
ind .J; ry 1956 (1,000 contracts and 12 transact 
() ] V-Cal contract 
~ lor Monronry. \W i Vou excuse us, Mr. Sq, della, that | 
) ‘Woe £0 to the floor. We hav, fo protect the ] 


. Monronry. Th, hcommittee wil] be horder, Tam « 
ior ft pt1o 
\! 5 \pD Ly I } reached thi point of completing 
) of ney r contracts over 56 mo) this Which We 
at &month period. Also, I would lilke ns tell you 
’ f 'ransactions wl h might be termed “fringe paper.” 
“i Monronry. Bef © We leave that point, I notice you hay 
} } om Ws ot () ( } then vou £0 OVer 56. Do vou hay 
\ i i What port tT these eo) Pacts wer bet ween the 30 al 
Ir “TRADELLA. ‘| hat wns Dack on the previous chart. Last Ve 
med 15 » perce) i ae hat Op area o1 that Previous chart 
S tor Monrony l would be over 30 months and beyor 
Oo Line] fe, Chen, t € 56 months 


Cisrioht: ind I thought Vou would be Interest, 
{ Was over 50, how Many Over 56, so all the L 


Senator Monronry. In other words, the 30 months has gone fro) 


if there hever had been much before that 


J huary 19 ) 
] 11 the end Of the year, when it wv as Zero. practically. tC 
62! percent ' 
Mr. Strapenia It would have bee Zero because regulation W wa 
QC} i ei that time, 
me] tO} Monronry. By 


ist a little in 1950. 


Vir STRADELI a That iS COrrect ; ves. 


) 
Sept 


or Monronry. Byt it is stil] accelerating at 4 pretty rapid rat 
not! TI Sa greater portion of your |] 

Mi STRADELLA, It }yac been fairly level since about September 
There y is a little dip 


» 11 January, but the last 


uSsIness. 


3 months of the yeal 


Wel . f: riy evel. 


e) tor Moxr NEY. It is sti]] 


fsoine dow n. 
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- 
an 
_ 


Mir. Srrapeiua. A little bi 


to tell vou of the ext t of the trai illo} Whi 1 Ie hit el Cad 

Or paper.” If we define his “fringe paper "as transactt ! 

ed With less than Bd percent down and over 30 mot term, out 
i} volume mm 1955 of lust over | million Wits i 

VP AC only 14.512. or less than ] percent, 1 nto ti feo \ 

| walhst th) : backeround that we wot ld now like oO 0 ou 

eree tO Wihlleh cl ie] ire respon be oO} Lie ed DY 


VIEAC and thi protection vhich tl y are given. 
or Monronery. Let me ask you a question befo vet 


. ’ l 
Lf notice your totals run somewhere aroune SO.000 a mo ( 
rcontrn tint cori t ¢ 
Af i 
\I STRADELLA. i pat eorrect 
' - r} 4 | 
tor Monroney. What percentage OF The paper the ALICE 
: i 
rt uw vou lt \ 
ee f° ! 
\i STRADELLA. Pereentave of CrNY tim iles ¢ 


Senator Monronry. No; proportion of the total sal At 80,000 
ive a month over 12 months that would be 960.000 a year: wouldn't 
Which would be rouehly 

\] STRADELLA. | would be 25 percent of the four million that 
Dont r mentioned. 


1) ler-protective features of the GM A¢ plans - 
we, itor Mi NRONEY. Now, this woes Into the feature of the GM A 


Ing against the normal next year and the year after market ? 


\i STRADE!I bi That ls what this first part was desio? ve t< 


{ thir ( tretchou time will 1é lead 
! sa] I LLISé [ thé iIstome) hasn't liqu | i 
{ \ r Col } to wet | ir els red reiel ) ! ( 
{ { l rye } } { ick ( 
e ( 
Mr. Srraperta. He might very well co M th 
} 


ora 4 i! { tv Tol iown | f 
\ \\ 1] ii \ o>) } ¢ } | ‘ 
\ 
{ } rly ] ) pay 1 ) mW ha ah : 
( 1 uni that youl ( irer 4 } | 
re liquidated bef Pity Now. a o1 
De le Who omy 1) ma ty 1 \ ' ind 1) ‘ 
2 i ER The V ils¢ hike rent 
I S DELLA. Exactly Sq they don’ iit roti } ) 
lated before they are back in the market again. 


Senator Monroney. But sooner or later again doesnt that ad 


oa point where he has less and less equity in the car? 
Mr. Srrapetna. If your terms are not good, it mem that he ] 
it longer, and that is the importance of keeping up the do 
it, because you shorten the period in which he will be i the 


Ora new Car awaln. 
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Senator Monroney. But, you don’t think there is any danger 
the current trends to reduce for this year, for example, the out 


of cars because of overextenstol of credit last vear / 
Mir. Srrapen.a. On these statistics Psayv.*No.” There is that 
pide Where you get under 25 percent. he probably will me 
bacl thie arket th vear. that is for ure, but he Cian be hav 
the market next ven Now, on those that have a larger down p 
nent. the eqraty provided the termi ist too lone—the equity . 
« built up for a further downpavment the follow ne vear asa 
sennts NMionroney. That S assuming, of course, on your p 


Vou tv tan i term of 30 o7 36 months. that vou dont have a bal 
it When you have the pattern of 30 or 386.» 


nth ‘ «{ 11 
clr brine a fot ot Operacvors with heavy nite 


‘t you imvite 
back and » lot of balloon notes and other gimmicks in the thir 

Sir. Srrapeiita. We have very few balloon notes. 

Senator Monronry. You have very few perhaps, but I am ta 
ne about the others. What was that downpavinent on that ¢ 

vo company, If was $15.50 a week, I think. You see deals ady 

ed all of the time now. If you try to take a lead peneil to figi 
out how they would ever pay for it in the next 10 years, vou ca 
understand it. 

Mir. Strapetia. You have to look into that. That may have be 
a used car. Most of this stuff 1s just oimmick advertising and, whi 
vou get right down to it. most of it doesn’t exist as far as new « 
rre concerned. 

Senator Monroney. It is “nailed te the floor.” in other words 

You cannot get the advertised deal when you go in ¢ 

Mr. Srrapetia. That is right. 

Senator Monroney. You don’t feel that there is any danger thou 
in the long-range overextension at the current terms as your compat 
finances? 

Mr. Srrapen.a. I do not. 

senator Monront y. Do you think vou Can go beyond that point ¢ 

Mr. Srrapetia. I don’t think we should. 

Senator Porrer. Is it leveling off now ? 

Mr. Srravei.a. It is leveling off now. It has for the past 4 mont! 

Senator Porrer. What about your percentage of repossessions ? 

Mr. Srrapetna. Our percentage of repossessions has run fair! 
steady all during the vear at 2 percent on new cars. That is not exce 
sive at all. They ran as high as 6 percent over 6 percent in the depres 
sion in the thirties. 

Senator Monronery. Don’t you think it isa little significant, thoug! 
that automobile credit went up 35 percent in the first 10 months 
19557 

Mr. STRADELLA. Well. it followed automobile sales: ves. 

Senator Monronry. Were automobile sales up 35 percent ? 

Mr. Srrapena. Yes. 

Senator Monroney. So naturally then the credit would go up. 

Mr. Srrapeuna. It just follows. 

Senator Porrrr. Automobile sales went up 35 percent in what period 
of time? 

Mr. Srrapen.a. Last year. 

Mr. Curticr. Yes, over 1954. 

Senator Porrrr. Is that right? 
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Mir. COURTICE, 


i, 


Well, the whole economy was way up, all business 

enator Monroney. All excepting the farm, Mr. Curtice. Would 
iy that the extension of credit terms—that was about the point 

ere vou broke the 30 months barrier—-had something to do with the 


mse in automobile sales / Where vou selling terms as well 


I would hate to sav that it had nothing to d 
near as much as people are in 


Ver. SrrapetiaA. Well, 


but IT do not think anvwhere 
i to believe. 


Senator Moxronety. You may proceed 
Vir. Srrapenna. Deal 


er protective features of the GMAC plans Che 
MAC standard plan 
Phe standard GMAC plan used b 


V So) percent ol the dealers u 


hie 
\j \( hy iited recourse ry tin ) It |. ] miitedc! hecnise, \ hye . 
iler sells Ci MEAC a retail contract COVvVerMme any vehicle of the lust 
odel vears, his responsibility ts 


contined to taking back 
possessed by GMAC and retu 


malt by the customer, 


envs that 
ned to him within 90 davs afte 


Phe dealer is not called upon to pay the balance due GMAC on a 
ract unless he reeerves a vehicle. Ile a a loss, thi refore, only 
hose cnses where he enpnot rese}] n returned vehicl for tl ! 
i | 


Vo protect the denlet uvathst possible losses thisat 
ile of repo SPSSIONS, GMAC credit 
finance charge on every tran 

unpaid balance which the 
es his retatl contrac 


may occur mm th 
each dealer with a ee oO} 
saction purchased. So, in addition 
dealer receives when GMAC pw 
the dealer is credited by GMAC with 
int whieh is held for him ina 


edited 


} 


. ani 
reserve account. The amount so 
is 20 percent of the finance charge for new car 
tte-model used cars and 32 percent on older model u 
Periodically, any wnount m excess of 3 

of the dealer's retail contracts 
without any restriction, T shall comment in more detail later 


Pn 
e adequacy of these credits in relation to pe ssible repossession 


0 percent 
sed cars. 
percent of the unpaid bal 
paid to the dealer and become 


Dun ne the course of the hearmges of this committee, there has bee? 

as to the contingent Hability of the dealer and 

0 sibility that this liability, when it becomes direct 

e financial provision which has been made for him by way of re 

ves and jeopardize his capital and surplus. 1 would, 
to explain in some detail a feature of the GMAC 

ich is available to all dealers. We call this 


ur anty option. 
If a de aler 


iderable comment 
, may exceed 
therefore, 


standard pia 
feature the reserve 


is concerned as to whether his aecummulated reserve 

edits will be sufficient to offset his possible losses on repossessed cars 
CG MAC offers him an arrangement whereby he may be relieved of 

ibility. In order to become e ‘ligible, the dealer must agree that, if 
ishes to avail himself of this relief, he will leave with GMAC 


ereed amount of not less than} percent of outstandings. 
~ note re 


tr Monronny. Is that 


all 


an additional 3 percent bevond t hie 
reserve ¢ 


Mr. Srrapetta. No, that isthe 3 percent. 
Senator Monroney. I see. 
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\ ( ( il i - | t ie hin » Td 
seit s ne >the re rad at this por 
INEY Very Ww 
,. For tli e ot laril ito I would like to i 
I il Do 
Lix¢ t erve 2 il \ Dtion Wile 
doen ivallable I] te n 1S 
1 diay i} pertod before we cle itely deter 
lil ( 
: ere are often substantial differer 
err ( ho ( oOnall i typ OL CUSTLO 
I nced are p ~ Oe ids and ot! ! 
I ] Vall biI is % ie collater | 
yt | { \ SO} eXCeptllol ~ dealer \\ ¢ 
»>4 merce] requirement Qu experience to da 
isis, 70 percent of dealers who asked for the opt 
t Ous Ppercent of ce ule 
Llidd pret hit ! y percent ¢ ( lers 
t pa 1 « le} 
{ basis dealer. 
planned to make the determination at a later date, 
foregoing experience is suflicient for our purpo 
't { ne a maximum of 6 percent of 
ONEY. other word t | eaves 6 perce nr 
eve his habit 
Weel K Us at that point to take tf }) ( 
qt ke l i¢ ~ | th | 
Y I r thy }) ( piesa 3 Cr That } } 
ef his tla { tov percent 
hia oti i CXDE] l { 
Litiere . 
‘ | il } I l { Cl 
\ ul ris n | papel [ter completing 1 
it any time ele ereneved of ull xe ( 
a) [ ( ] | Ol his imreelhl 
(| { « eq t | ehaser, Any «ce 
pers] t jeTt aM \( Lf the loss 
id] ¢ | e probviem {GN \ 
j () e ¢ Vt 1 ( nt Ss rey wed ! 
nt im ¢ ss OT the orloemaity Freed py 
hdinig that time 
ON ‘ > I lt it | Liat 11 e tj yeCail The 
it). 
Ae Xi it ngoupordown. For example, if a dea 
} \ eement nddenly becomes concerned ab 
on loss if atime when his outstandings are $500,00 


ne with GMAC not less than $15,000, 


} recelve the { 
iranty option, and protect his eapital al 


mr Out OT re poss SSLON losses on (MAC I 
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abl Further, the amount of reserves given up has been pro 
led by hh s share of the finance charges paid by the purchaser. ‘Th 
on was put nto effect, followine World War IL. on a limite 
In late 1955 1t was made available to all dealers with wh 
VEAC does business. 
many veal GMAC has given all dealers a simiilan Pportul 
{ from all responsibility on contracts in the event of their death, 
wrreeing to leave with Gi MAC ‘a certain percentage OT outstanding 


Senator Moxnroney. Does that run about the sun 


Viv. STRADELLA. Yes: 1t does run about the Line x latter of 
it usually 8 percent without any question. In such mista 

MAC iSStnes t he responsibility for the sale of the repossess lO Lay 
dealer's estate and absorbs any losses that exceed the agree 


nt. If any funds remain after all the accounts are paid, they 
turned over to the dealer’s estate. 
In brief. the GMAC standard plan 
Limits the dealer's respon ibility to the pavinent ot the bal 
ce due on contracts where GMAC returns the vehicles with 
Ocdavs after default by the customer. 


Provides the dealer with a reserve beheved to be entire! 
lequate to cover losses on returned veliicl 
Gives the dealer who is concerned about future repossessiol 
es the option of being relieved of all responsibilit n return 
for the surre nder of an acreed reserve at the time he exere 
| Option. 
Senator Monroney. Mr. Stradella, we had a witness, Mr. Bloun 


la, a General Motors dealer: I wonder if you read ih 


\\ SrraApELLA. LE have read his test mony 3 Vv 
He saw vour release-fron-liability plan, and he 
our program. He read the terms of that partient iragreement 
[ recall this, it required 3 percent at that time. He was un 
oO get This program Os ensibly because he was ina nonmetropolitan 
Mr. Srrapenna. That is not correct. Tam not quite sure, Mr. Chan 
man, that that is what he said,as I recall it. 
Senator Monroney. Well, it wasn’t available to him. I remember 
and I think perhaps the questioning might have been mine, that 
swasinarural section, 
Mr. Srrapentita. It wasn’t available when he asked for it the first 
e, Which was January of this year, because we had substituted this 
on for the release from liability plan. 
1 


Phe release from liability plan was a 3-percent plan, but under that 
ad to give 90 days’ notice. ‘The dealers did not hke that because 
lealers felt GMAC gave them 90 days’ notice and cleaned up all 

ft the bad ones, and what have the dealers got left. Tle did not ask 


v the release from hability plan at anv time. It was a published 
plan. Hleecould have gotten it without obligation. 

Senator Monronry. Could he get this new plan ? 

Mir. SrrapELna. Yes. 

senator Monroney. Hasn't somebody told him about 1t 7 

Mr. Srrapetna. He discussed it, I think you will find. 

Senator Monronry. Now he was working on it apparently on Feb 
uary 7 of this year. 


Y 
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Mr. Srraveia. That is correct 

Senator Monroney. And he had a 6-percent reserve as [ under 
it. 

Mir. STRADELI 1. He had about a 6 percent reserve and l thir 
quot 1S discussion with our manager at that time. 





Senator Monroney. Then he was called down, was he not. to 
only endorse the paper with recourse, as [ remember the testim 


but pene required to put up a personal onarantee behind that. 


Mr ADELLA. ‘| he two had a connection, Well, | Say they 
no connection, They read as if they did. They are quite differer 

\t that time we had not pu in () percent limit on and he sa 
our } cecil A adel 1s will be confirmed, “H ‘th d 
ur mahager, and Jf hink th Wi] e conrirmes ow much ¢ 
Tie d?° and our manage suid,” > Ou Dp robab ly need some more thar 
have at the moment That was before the 6 percent limit. 


There was no discussion as it 1s reported to us of any amount a 
| ul he was told that he could have it. 

Now it Is true that at the same time they were discussing with 
the question of a guaranty, but if and when we do give him this | 
ticular deal with respect to the reserve guaranty option, that guara 
would not be operative at all. 

Senator Monroney. This was February 7 that he was doing al] 
this? . | 

Mr. Srrapecn.a. That is right 
enator Monroney. And this is only March 10.) Mareh 5 
came back with a request for him to sign the guaranty which 1 
past as well as future contracts. 

Mr. Srrapetva. I donot think vou will find that is March 5. 

Senator Monroney. It has a March 5 date here. I have anot 
letter dated Mareh 5. Oh. this was from another dealer. 

Mr. Srrapensa. I think the February 7 date was right. We | 
not put the 6-percent limit in at that time. 


senator NIONRONEY. But this IS really “ xood copper riveted 
anty om his $75,000 corporation and all of his paper and everyth 
else, and then he had to go perso! ally ona guaranty. and that is pre 
recently. That isnot a ve ar ago. 


Mr. Srrapen.a. I do not know what figure our manager would ha 


finally avreed to with him at that time to relieve him ot all resy 
sibility on his retail paper. It now would be 6-percent maximu 


We also fine. ced this dealer on W holesnle al d we actually were hay 
al Y nediraneg le with Mr, Blount on the wholesale plan. 

Sen r Monronry. Do you think this dealt with the floor planni 
or on the cima [It certainly was not indicated. 

Mr. Srrapenna. There is a little confusion there because he h 
not only not given usa guarantee nor is he on the reserve guarantee o} 

lan. He was discussing it, and he is not on it vet. 
Now, the minute he goes on the reserve guarantee option plan, wit 


respect to hie retail paper he would be con plete ly relieved on his 
ealled ouaran itee, had he elven it tous or shor ild he vive it to us in t] 
future, but it is perfectly possible—I don’t say it is probable, but 
possible that we saath not be willing to ceive him wholesale floor 


planning without his pernones cuarantee, but that would have no et! 
fect on en agreed limit of responsibility on his retail paper 


‘ . a 4 oc 
Senator Monronery. He maintains a 6 percent reserve today, but 
was savine he wasona previous plan but not the new plan ? 
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Mir. STRADELI i. INO he never was on wny plan except our him ted 


yurse plan. 


senaior Monroney. But there is a 6 pereent reserve held out. 

Mr. SPRADELLA. SiX percent reserve. 

senator Moxrongy. Now your 6 percent reserve Is the maximum 
hint ror recourse. 

Mr. Srrapecta. That is now, and he can eet it now. THe can cet it 


lorrow morning 1f he wants tt. 
Senntor Monroney. Ile would be elad to know that. 
\fr. STRADELLA. He will be told. 


ennror MONRONEY. Well, j hope that Is all he Is told, he mse he 
ned to be pretty much in distress when he peared here. Now 

e have the same leneth of terms that he testified to—agam as to 
being ata great disadvantage because he was required to vet a one 
rd down payment the other dealers in the metropolitan areas were 
eto finnnee-—for a much, much less amount down 4 


Mr. Srrapenn.a. Tean’t answer that question, whether his statement 


factual with respect to people with whom we do business. 
“enafor Mon ONEY. ‘| he thine ihat WOri 1es hie about this IS I have 
a lot of places looking at this automobile picture, IL was in New 

eans a week or 10 davs ago. Either the dealers are unaware of 

ince facilities that your company offers—T[ had a discussion with 
local manager down there, and he couldn't quite straighten me out 

New Orleans having one deal and the rural having another. 

Mr. Srrapenira. Now [ believe you are talking about nonrecourse 
ifammst no nonrecourse, 

Senator Monroney. That is right. 

Mr. Srrapenta. I am just about to come to our policy on non- 
Wrse. 

senator Monroney. Excuse me. 

Mr. Srrapetia. We have, in addition to the plans I have outlined, a 

(;MAC nonrecourse plan. In some areas competition has created 
er demand for nonrecourse financing. To meet this competition, 
recourse is offered by GMAC, where it can be suitably serviced, al- 
ih GMAC firmly believes that the limited recourse plan pre- 

misty described is best for the dealer, the retail purchaser, and the 


ineiIng agency. 
When a dealer sells his repossessions, he will normally use his own 


ed-car facilities or outlets. He is in a better position to get a fair 
e on the resale than is a finance company. The latter may disrupt 
used-car market when repossessed cars are dumped at sacrifice 
ces in direct competition with the dealers’ used car sales. Such 
sruption would affect the dealer group as a whole. 
(renerally, higher losses are taken on repossessions on nonrecourse 
nsactions. These must be compensated for by the finance rate 
ged. The higher the finance rate the more speculative a company 
ls to be in accepting contracts with unsound terms or poor credit 
This is of great importance from the standpoint of the public 
eitmay affect the cost of consumer credit. 
Mhe dealer who has some continuing responsibility for his time 
and who has the opportunity to benefit from a good performance 
is the incentive to follow sound credit merchandising practices. 
ere both the dealer and the financing source have this common 
erest, abuse of consumer credit is minimized. 


{ 
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Senator Monroney. Well, I don’t quite get the difference betwer 
he so called limited recourss 


ir nonrecourse plan of financing and t 
mited tothe habil ty of reserve. 
Mir. SrrapeLLa. |] would be glad toexplain that to you. 
fhe Jiamited recourse plan, let’s Ae) back to that. ‘The limited r 
il » yoda farts vil the fact that Wwe vive a reserve to a deale 
ind we give him a car back and we believe that the reserve, as Iw 
wou little bit later, is more than adequate to take care of any oO] 
I} le Cs. I { he is scared and doesn't believe that. we olve him t! 


Option at his election, in oO her words, he might not be scared At tl 
moment, out I he wants to be na pos tion so if he 1s seared a yeal 
Prom today to have t] opt on. he can make a deal with us right ho 


ile may continue to operate if he wishes on the regular limited r 
| . but he cat put that in the safe and when he gets scar 
the hook, so to speak, Tor that amount. Now, the differenc 
bet weelh that and 


Senator Monroney. Tle can never be lable for more than 6 per 
Of his outstanaimeg’s 

Mir. SvrapELLA. That is correct 

Senator Monnonery. Which h ech “kittied out” and is withhe 
fi dha da 

Mir. Svrapgnna. Thai is meht. 

menatol VIONRONEY. mo he doest | have to pt VW Into Capital 
wife’s jewelry or anything else / 

Mr. STRADEL! Phat is G ; Now the nonrecourse plan is then 

» | Dilitv at tunel ite e transaction Is pur hased by The hance 

OMpPAany tha sthe distinte bet ween the two. 

Senator Monroney. In the nonrecourse plan there is no liabilit 
Yi L rie uh [he I< { banee Cold] i ve 

Mer. SvrRADELI i ud roriat, he minuie he sells t to them 

~ 0 M INRONEY,. ANG e Goe ne vel DaCK aly reselve. 

Mr. STRADELI Phat isright 

Senator Monronry. You keep the 5 percent reserve / 

Vir. Srrapetra. Wedon't keep all of 1 

s~eHhator \MIONRONEY. ble nia “es less money 4 

Mr. STRADELL.A ‘| wit iS right.. Nos dealers, Wt believe, are intel 
ested that money. Phi: Lis WhV Wwe have SD pe reent ¢ { them Oh OUul 
Lil} ted recourse plan. 


Senator Monronry. You sav in some areas dealer demand has cre 
ited a need for nonrecourse financing: specifically, 1 California ¢ 
Mr. STrRADELLA. No. 
Ol Vion VEY. No one has hnonrecourse financing’ in Cah 
for 1a é 
Senator Monroney. Why 
Mii 


answer to that one. 


Mer. Srrapent.a. That ismeht. 


. . aie ‘ 
STRADELLA. Because nobody has evel offered it. Phat is the 


Senator NI NRONEY. Wo ld) "4 if he cood na competitive PCONOIMNY 


for somebody to offer it? T don’t know why our Okies, who are sui 


fering worse than the Californians, can have nonrecourse paper. 
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Mr. Srrapeiia. You will have to ask one of these nonrecourse com 
panies W hy the *\ don’ tvoout there. I don’t know. 
Senator Monronry. You area nonrecourse company, are you not 4 
Mr. Srrapetna. No, we are not. We area limited recourse company, 
d believe in it, and we only offer that when competition comes In. 
Senator Monroney. Well, you are a national company 
Mr. SrrapetLa. We are a national company on a limited recoursé 
and otler nonrecourse facilities only when some othe company 
=e] ator MonroNI ae In other words, Vou just meet the compet ition 4 
Mv. Srrapen.a. That is right. 
Sel ator MoONRON] es iT t he re were no nonrecourse papel avallal le 
ee ster ist 
Mr tADELLA. We would have any, 
S\ nator Monronry. Don’t a like it ? 
Mr. STRADELLA. We like this better. It is better for the dealer, it 


ler, LT will show you in a minute, is making a subst: intial amount of 
ev out of it 
Senator Monroney. Is 11 just nu happens stance that none of the big, 
creat finance companies, like yours, CIT, or Universal Credit, in the 
s where Transamerica happe aviehinduaiine ant of all of the ban 
it just iobody wants to break up that thing and put in siaeciain 
ompetitive ¢ 
Mr. Strrapetta. We certainly don’t want to break it. I can’t answer 
inybody else. 
Ser ator Monroney. I thought we were talking about this great com 
petitive e spirit we have in the automobile field. It looks to me like if 
by hap penstance or agreement or something. If I were the Anti 
1) vision, | would be interested in it. 
Mr STRADELLA. There is no agreement of any kind. Your nonre 
e companies, for some reason, I can’t answer that, they haven't 
eintothat aren. 
senator MoONRON} Zs Well, maybe if General Motors Acceptance 
TP, Universal Credit, Transamerica, and all, say maybe you bette 
ome in here 
Mr. Srrape.na. [ean say, as far as we are concerned 
Senator Monronry. Well, they have a combination of the biggest 
Ul operating in there with a nice tight little set of rules which do 
lude the offering of California or Oreg@on, or Washineton deal 
down on into Art ZONA, an opportunity to nonrecourse their 
Yet elsewhere vou do it. 
mi do it in Oklahoma. 


ter for the public, it is better for everybody, in my opinion. ‘The 


\ 

Mr. Srrapen.a. Banks, generally speaking, Commercial Cr 
OI Es are not nonrecourse companie 3. Chev are not. They operat 

rably on a limited recourse plan as Lh: ive described it. 

Senator Monronry. Isthe re any other eene ral section of the country 

ere you have no nonrecourse paper, where there Iisa blackout oO} 
onrecourse paper ¢ 

Mr. Srrapenna. Oh, yes. T don’t think we offer any west of t] 


i i t 


\f ippl. We havea map on that, I believe. 
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mm 1 
Bridgeport, Ce 
Brooklyn, N. ¥ 


Camden, N. J 
Hartford, Conn 
Hempstead, N. ¥ 
Jamaica N a. 
Newark, N. J 
New Haven, Conn. 
New York, N. ¥ 
Paterson, N. J 
Philadelphia, Pa 
Trenton, N. J 
Upper Darby, Pa. 
W \ ton, Del. 
\ ay, ma a 


Binghamton, N, Y 
Buffalo, N.Y 
Erie, Pa 


estown 


Jan i: ke 
Nia Is, N. ¥ 
Poughkeepsie, N 
Rochester, N. Y 
Syracuse, N. ¥ 

I ie 2 


\ I>. ¢ 
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Bat ( ek, Mich 
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( nat Ohio 
( 1. @))} ) 
( ned | ‘ 
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Region 4 


Columbus, Ohio 

Davton, Ohio 

Detroit, Mich Ke 
Detroit East Side, Mieh 
Detroit West Side, Mich 
Flint, Mich 

Grand Rapids, Mieh 
Highland Park, Mich 
Lansing, Mich. 

Lexington, Ky 

Lima, Ohio 

Lorain, Ohio Reg 


Louis\ille, Ky. 
Mansfield, Ohio 
Muskegon, Mich 
Nashvill Tenn 
Pontiae, Mich 
Port Tlure Mic! 
» naw Mich. 
Springfie'd, Ohio 
Poledo, Ohi 
Youn Ohio 
Region 5: 
Ciiceago, Il 


Chicago South Std 


Davenport, Low Macon, Ga. 

Des Moine lowan Niaaiui, wb da, 

Kau Claire, Wis Montgomery, Ala 
Evanston, I] Orlando, Fla 
Evansville, Ind Pensacola, Fla 
Fort Wayne, Ind Rome, Ga 

Gary, Ind Savannah, Ga, 
Green Bay, Wis Tampa, Fla 

It ul lis, Ind We Palm Beach 
Joliet, I] Region 8 

Mad Wis New Orleans, La 
Mas City, Towa Baton Rouge, La 
Milwaukee, Wis RK on 9 None 
Minneapoli Mini Region 10 None 

M Ind otal 112 branches 


Oak Park, Il 


Region 5 


NDE 


PSTANDINGS 


Peoria, Ill 

South Bend, Ind 
ion 6 

Decatur, Ill 
Kansas City, Kans 
Kansas City, Mo 
Omaha, Nebr 
Springtield, Ill 
St. Louis, Mo 
Ferre Haute, Ind 
Wichita, Kans 


ion 7 
Athens, Ga 
Atlanta, Ga, 


Augusta, Ga 
Birmingham, 
Charlotte, N. ¢ 
Chattanooga 
Columbus, Ga 
Coral Gables, F 
Mt. Lauderdale, 


Cainesyi 


ln, Fla 
Jncksonville. Fla, 
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Fla 


Knoxville, Tenn, 


Lakeland, Fla, 


Ala. 


Tenn 





in 





AUTOMOBILE MARKETING PRACTICES PS 
Crh Monnroney. I would like to have that for the record. 
ir. STRADELLA. Very eood. 
senatol VIONRONEY. We have bee! trving totrace tf {| o t hire 
Ie leral Ki erve to find out What goes on on the thu 
fy. Srrapenna. Well, if you would Tike to look at it. The spot 
vou where we offer it for competitive reason 
tor Monroney. To that degree, then, your company has no 
nil policy It works one Way Th ONC Paet of the COUNTPY and 


er wily In another ¢ 

Vir. Srrapenna. We have a national policy of limited recourse with 
erve Guaranty option. 
itor MONRONEY. In the least, Detroit, Chicago, all throue 

e have Wt mn Oklahoman but Vou apparently don't have it 
je to the GMAC dealers there This doesn’t show that. 

Ir SvrappnnLa. It doesu't show anywhere in Oklahoma at all. 
ator Monroney. No. 

\i STRADELLA. The list is at the bottom. 
ior Monroney. Generally speaking, from this map your non 

s limited to your bivoer populat on areas, too, is it not 4 
\ rraDELLA. That is correct. that is where the nonrecourse 
s have gone in with their type of business 
itor Monroney. Will there be any distinc tion between rural 
metropolitan in your other plan, in your limited lability ? 

Vir. Sirrapenna. None at all, except int hat area of 3 to 6 percent, 

Senator Monronery. And it will be available, but if the risk is 
er, the reserve will be up to6 percent ¢ 

Vir. Srrapenna. That is right. 

Senator Monronry. That is understandable, but it will not be 
Inination against rural. Tt will be where you have low income 
ipid turnover of population, such as an Army eamp or other 

here the credit risk on the record or the basis of reasonable 
ary findings would justify the larger amount of the reserve. 

Vir. SrrapELLA, Up to 6 percent maximum, 
itor Mlonroney. If it is not used, he gets if back. That will 

lable toall big and little dealers / 

Mr. Srrapen.a. That is right, 

Senator Monroney. Only General Motors 4 

) STRADELLA. That isright, that isall we handle. 
itor Monroney. Fine. You may go ahead. 

STRADELLA. We now come to the question of the adequi cy of 
ler reserves. The fact that relatively few dealers have asked 
the reserve guaranty option leads us to believe that they have 
luded from experience that the reserves provided from the finance 
rges under the GM ores standard plan will be adequate to cover any 

Cs On repossessed Cars, There Is not available to G MAC a record 
¢ actual losses Seles by all the dealers using the GMAC 

dard plan. . 

We do, however, know the number of cars which we repossessed, 
il but most of which were returned to the dealer, and how much 

Her reserve was pro, ided from the finance charge. 


{ 
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(iMAC l nited Stutes Vew cars (er luding nOoOnrCCOUrse plan) 


t Dealer reserve Dé 


US i 
RSS ) US, 634 
2 7,583, 1 
5 4 < iL, 2 


Senator Monronry. Would you interpret that last figure? W 
does it mean, “dealer reserve pel repossession” / 

Mr. Srrapevva. That is lus share of the finance charge. If 
took the total amount we paid out of the finance charge to all deal ! 
uid divided it by the number of repossessed cars, the average deal 
would be able to iake that much loss per car before he was in the 1 

Senator Monronry. based on the repossessions in that year. 

Mr. Srrapen.a. That is correct. 

Since the average amount initially advanced on new ear contra 
s currently only $1,578, the figures in the table show that the dealer 
participation in the finance charge has been considerably more th 
sufficient to absorb losses taken on the resale of new car repossess io! S 
during the past 6 years. ‘This period has been one where reposs 
sions have not constituted a problem due to full employment and 
high wages. The period during which GMAC experienced the hig 
est repossession ratios was during the depression years in the early 
1950's. In the years 1950 to 1933, inclusive, new car repossessio 
were 6.5 percent of contracts | urchased. 

I refer now back to the fact that they are about 2 percent in 19 
Kven at thisrate which js over 3! » times the current rate, dealers wou 
have had a reserve in 1955 of S741 per new car repossession, which 
amount would be received 1) the dealer in addition to the amou 
realized by him upon resale of the vehicie. 

A primary responsibility of GMAC is to be concerned with t 
financial welfare of the dealer. It is our opinion, which we believe 
supp rted by the facts put hefore vou, t] 
protected by the GMAC plan of finane 


iat the dealers are adequate 


1} 

that since the percent of reps 
t 
i 


Senator Monroney. Do you think 
sessions has come up from a half of 1 percent of your contracts to 
percent of your contracts—which is a 4 times increase in a period of 
full employment and increased wages, that that is the result of the 
longer period of time and the relatively slower building up of equi- 
ties ¢ 

Mr. Srrapetia. Toa very minor degree, but even at the 2 percent 
rate anybody who knows his business at all will tell you that is a very 
safe rate of repossession. 

Senator Monronry. You don’t know what losses were sustained 01 
those / 

Mr. STRADELLA. We don’t know. 

Senator MonRONEY. Whether a dealer lost or wained on that ? 

Mr. STrapEetita. No, we haven't access to the dealers’ books. 

Senator Monroney. And the total in the worst depression years 


was 6.8 percent of the contracts purchased ¢ 





Monronety. I see 


DUSBY. Do Vou have It receountwis 


Ol counts 4 


STRADELLA. That is correet. 


tor MONRONEY. Lhank you 


sub 


. 
/ 


ne charges, You LT'e 


m merehandisine and 


vy not fully aware of this 


rut 


ha) 


1 


’ OB 1A \ 
‘ > 1 \ Phat sriant 
ovr Monroney. Do vou have any 
per doll ry ( full recom 
~ 1.1 \\ it yD ("¢ Tnee Ce 
VL NRONES Le 
SPRADELLA. 5.0 perce OFour outstal 
Mownroney. Is full recourse / 
DELL. \\ Lt a Lute { »>DETCE] 
ViIonroney. Is tull recourse 
| DiI we \ it \ ent ited 
yr Monroney. That What you e 
recourse any more, il lhnited reco 
ttle 7 
a ELLA, ner ho ich thing a 
( mve to ive nh wutomot le | ‘tore 
et r'¢ rve Quaranty Option wi 
tor MONRONI Phen 7) percent 
( that correet / 
STRADELLA. No, then there is thi 
reserve Guaranty option. OF t 
oks 71 percent is limited recourse. — I 
tandine the dealers have elected th 
e CUuse of l7 percent It Is On 


>t 1 peres { 
\ 
( 
‘ 
( LIos¢ 
! ' I 
1} titnited ( ! i 
} 
| Willivbl Oeve \ | 
Prill ve OUTS mivwey iy 
' } ! })} 
! It () rie ft ( 


iM ] 
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| eC WhO Leuvi 


the nmount outstandine o 


] : * 


nthe cnse of LI percent ot 


Is reserve Guaranty option 


nh nonrecourse basis, 
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SUPpri 


f 


the dealers are not fullv aware of what they can cdo 


in dollar outstand Los 4 
1 Ir. Stradella, for help 
ra picture as we have ha 


a 


] 
i 


| 


Lui 
ea 

] 
\ 


é 


ometimes at how clear the 


it can be on {1} Une InNe, | 


course plan. 


STRADELLA. TL will say our tstructions, when we put it out 4 


(| vere That we pou Wout 
| ! 
! domomnnyv « e 
] | 
Winn option to him 
\ ar D> \ “ | 
( MONRON] y. 2 NANK tI 
] ‘ P 
(i We hothe; Tr. ( Wnt for « 
Bn 1 1: 
{ risiatlol \\ ave hy en qd 
Mi itl, tl ( eC \ ly hh Sey Ol 
Vet, to pr rmiit the faetori 
( Om)! wo 1) ! se}line io } 
’ vif) he Suro. t10) We aa 
measure, TO Carry a WH 


clearly 


i Vt" 


WUC. 

ne more b ef qu Shon oO} ( ( 
eussing, You « inented o 

Po CC] hey on tiv VAIVI ot 
oro imeluc their contrac 
onanthorized dealer \re 
e had of requiry Lil ¢ \ 
dshield ticker at the me they 
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leave the factory, such sticker to rem un on until the car is licen 


the ultimate purchaser, showing the Various hands or compan 


owners through which it passes and the means of transportath 
Which it arrives in each place? It is called a truth-in-labelin: 
desiened to identify a new car as a new car, and a used ear as a 
car one which has been driven from pla: eto place 11) the COULSE « 
me randising round 

Mir. Currice. Tam not familiar with that, sir. 

menntol MonRrONI es Lmnothner suggestion has been to pla ( 


the Federal Trade Commission provisions in contracts whiel 
with and make an unitair trade practice any agreeme hit that a 
aefine the riehts. duties. and obhli rations Oot ft ith dealers and ! 


the nature and ext 


f 


_ 9 , » ; 
ohts, duties, and obligations: making it an unfair trad 
he term of such agreement is unre: 
‘count the nature and extent of the deal i's duties and the 


4 s i oa : 
ivestment required: making it an UNrair trade ractice if 


ereements contain any provision under which the dealer is rea 
without his consent to accept or purchase more automobiles or a 
sories than he orders. 
Mr. Currice. I am not familiar with the prop sed legislation. 
I would be against it. 
Senator Monroney. You would be against it 4 
Mr. Currice. Yes. 
Senator Monroney. For what reason / 
Mr. Currice. We do not need it. We do not need legislati 
that kind. We will work out our relationships. 
Senator Monroney. Many of these prohibitions have some 
been taken care of in the extension-—— 
Mr. Currice. In the epinion of our dealers who participated 
Oo Whom We aadressed these ch: hnees, they represented everyt! 
that they could discover from their own views of all others v 
they contacted as being meaningful in the selling agreement. 
Senator Monroney. One further question, and then we are through 
{ presuine the testumony ot Mr. Donner, Who Was testifying in f 
of your present freight plan, would mean that you would opp: 
bill that would require the charen o” Of ho more freioht thai 
tually paid. It would prohibit the charging of freight as fr 
for more than was actually consumed in the delivery of the pros 
from the assembly plant or factory to the customer, taking into « 
sideration the inbound freight as well. 


Mr. Curricre. Yes; I would be opposed to it because I think 
plan which we have worked out is an evolution from the system t! 
has been in effect over the years and I think produces an equitable 
result for the retail customer. 

Senator Monroney. And you feel that is more workable and | 
the general interest of the average automobile buyer to a greater 


t 


ree, 

Mr. Currice. I think that it doesn’t create a lot more problems that 
bill such as you have described would create within the industry 
Senator Monronry. So you would be opposed to outlawing freig)it 

bevond that which actually runs. 

Mr. Courtice. That is right. 
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senator MONRONEY. You would be in favor of the present progra 
von have now outlined. 
‘iv. Curtice. Yes: the legislation which I would be in favor of is 


to whieh I addressed myself and that is making it possible fo. 

o include in our agreement a clause which would provide for the 
k from our dealers of any cars which they consider to be an 
upply. That would be aimed directly al stamping out th 


ePVOTNe, 


senator \MIONRONEY. Wel 





Mir. Courtice. Oh, ves. 


senator MONRON! as i thought you had if in the pre ent contrenets 
\| Courtice. No: that 1s what we submitted to the Department ot 


and were told that they would not give us the railroad release 


} 
] 


‘use if appears to be perhaps in confliet with the antitrust 


Senator Monroney. Isee. But you ean do it optionally. 
Mr. Currier. Yes; we can do that, but that does not have any influ- 
e upon the dealer who today takes the quick smaller profit by sell 


} 


L's into the bootleg « hannels. I would like to vel rid of this hoot 


Senator Monroney. Well, so would we, and I think so would every 
else and I hope that we will be successful. Again, we thank 
for your helpful testimony on this. We hope we haven't delayed 
1 urn too lone. . 
‘ir. Curtrice. Thank you very muc! 
Senator Monroney. The committee will be in recess until tomo) 
morning at which time we will have the used-car dealers and some 
‘testimony by Senators and Congressmen. 


Whereupon, at 6 p. m., the committee adjourned.) 
\PPENDIX TO GENERAL MOTORS CORP. TESTIMON ¥ 


GENERAL Morors Exnutsit No. 1 


GENERAL Motors Corpe., 
Detroit 2, Mich., February 24, 1954 
neral Motors Distributors and Dealers: 

March of 1953 I spoke to a large group of General Motors dealers in Chicago 
bject of my remarks was Partners in Progress. Copies of that discussion 
ent to every General Motors dealer. 
hat time I discussed some of the fundamental concepts which activate 
| Motors and each of its car and truck divisions in their relationships with 
ealers and distributors. 
phasized the conviction which has existed in General Motors for years that 

mg, economically healthy and aggressive distribution organization is just 
portant to General Motors as is sound engineering, modern manufacturing, 
appealing styling. 
the same spirit of mutual understanding, today I want to discuss frankly 
ou a deplorable situation which is spreading in an alarming fashion in this 
ss of ours. I refer obviously to the cancerous growth of “bootlegging” 
irs by enfranchised dealers throughout the industry—namely, the whole 
of new automobiles to “used car” dealers, and outlets not franchised to 
such new automobiles. 

is a development that concerns us very deeply, and I am sure that it is just 

tal to you. 

a malignancy which, if it is not stopped, will eat away the very vitals 
ur business and ours. 

















| PRACTIE 
] ‘ 1 thre h ; ret iil ‘ l t 
‘ ! rie Wigment that those 
’ ‘ ( ( tl i ( t ‘ il 
Lii¢ ey thre | 
‘ i! tv ‘ 1»! oom ry ‘ i 1M 
, P ‘ { I 1 the mui 
| I ‘ eer 
! erly 
‘ \ 1 Iharlcet 
i | I ri I Mtil nu denley 
enlert ’ properly selective 
ocH ! eal hips ( e il idiual al 
i ( ihe I he Ist I } Les mad s 
I per ! (yf t Nlotor n the discharge o 
PS Se ! ‘ 
le biel ( etTod ept the! ent it that it 
t ( t SC] t ‘ il le to atis Lite 
er t ( I I reil I The ( Ihe reco ‘ 
! Jil ‘ Col beerit miproves 
‘ ralibliotsy t ! i UIST tn ‘ ed therentter It 
re 1th \ biprorl [ i recent eurs With the deve opment Ol 
Sol DOWeT eeril power | Lii¢ hig! Co iIPression ene 
rieatires mcd mip ted body structure qieneral Motors de 
er I provided marvelous taecilities and trained personnel tor the 
cing « e products they handle and the protection of their custome 
Po assist them in this important phase of the business, Get 
Irrentiyv spendin I ons Of ¢ ars to build training ceente) 
eour dealers and the cust I 
ovnition of these eq ‘ d the proper discharge of our respe 
i lities is established good will for the dealer, the tuanufacturer 
i cood will that is essential to the sale and distribution to an « 
t ost Complicated mechanical products under the daily oper 
z the publi These factors have also been a source of protection 
er i 1 tt manufacturer in that they have minimized and pract 
ed se! Claims tor liabilities against the dealer and the manutfact 
recognized in law 
er tl | 1 deeply concerned ove! practice that may 
‘ ‘ lestrovin the good that has been accomplished hy 
efforts over the vears, with its resulting effects upon the investment 
Nl rs dealers, the use of the products by our customers——not to 1 
\i l tl entire aut oblie imdust! id the econ Vasa wi 
{ meet the ‘ ‘ nad ser ¢ ( Ou many wmstance 
is ZO and even 30 ven! have performed their fu ons in this indu 
! he contributing factors that we look for in such a situation? C¢ 
( ive a buvers market and ery CoTpetl rket, bu thisat 
circumstance or a new experience for General Motors Is 
production or maldistribution resulting from unusual circumsta 
lated in our usual planning for production and distribution? © 
survey and data clearly establish that these considerations are 1 
ug factors In facet, 1954 models of General Motors cars were in 
market before there was sufficient production to supply our ce 
necessary stock f display and sales purpose Even now some mod 
supply because of limited productiol are beings “hootlegged.” 
these cumstances, there can be only one reason for this prac 
sl esire on the part of me dealers for a quick nominal profit at 
of ‘ istome the publi the dealer org ion, and the manuf 
} rtiunate this i not a new practice in the industry but in the ] 
id ‘ hi ‘ l \ nd toa mited extent 
io we will continue to review the performance of General Me: 
ving out thei jigations under the General Motors selling ag 
Whether “bootleggin be the cause or the effect, it is not unreasona 
th the dealer who indulges in such a practice may not be fulfill 
ictual obligation to maintain an adequate sales staff and a selling 
elations organization adequate to take care of the sales potent 


agreement, as well as his obligation to deve 


of new motor vehicles in that area 





al to all General Motors dealers to review their operations in the | 
t} msidaera Ss outlined above and to cooperate With Genel Nii I 
Vi tive iOst \ wat franchise in the mdustry 
ce. eae i 
i CS 
\ , ‘ 
Nis 10 
Bro 1 | 
(; f ( fhe ( s 
Washinogto rr ¢ 
ATTO EY G Al Your opinion as to the application of the at 
to proposed Contract provisions relating to the tle of ney 
d cha Vv General Motors Cory manuracturer ) i | ( 
h proposed contract provisi ire set forth in exthiul Land J 
to be rporated in selling agreements between General M 
tl iealers l pure] l 1 ye hie? ot wl } ( 
head ( bit ¢ { Ve ( ( 
sy 1 ' le ad ¢ nt) ‘ : ' 
ed ctice of | eee of new motor veh ‘ ind ct | 
Crem 1 Moto Cor Which has become » Widespread that enn 
f hii prrene namely the destruct f tl I nufactuy 
! ited ] lation upon the proper use and « ovment of its prod 
‘ ( ve] | the ndver etrects Upon the busine lg ad 
lt ho are not partie to thi ractice, have developed 
n xiensive proportion to become a serious threat, not on 
re ( the manufacturer and the affected ind Inal deale but oa 
blic, with a resulting impact upoer he automobile mdu 
onal economy 
quest ou is prompted by the f t tha he proposed prov ! 
mit tunl agreement on the par r tie le er to otte { e | 
lo 1) re offering for Whole Lie I def ( I hie | 1] 
! r vehict Which tl dealer has pureha 1 from Genera \Vlot 
( lenler h title 
torv of the automobile industry, whit is recorded over a relatively 
1 ( el \ (iver ma ype dat 1) ve | 
( ome 130 million vehicles on the American highway but most ir 
e the tremendous improvements in these products, despite their com 
er this period of time. Constantly improved mass-production method 
engineering, stvling, and service were among the contributions of 
turers Franchised dealers have provided sates and service facilitte 


trained personnel! for 

It is generally recog 

expense to the mani 
turers and dealers have 
heir businesses At the 
heen possible without 


n the distribution, sales, 


the sales and servicing of the products of 
hized that this progre vas accomplished 
ifacturers nd the dealers nnd that today 
* very large investments for the proper ope 
same time, such growth in the madustry we 
proper cooperation between manufacturers 


and service of their product 


\dvertising through various median and on a large seale, as well as 
irranties, and representations, have contributed important ti 

lof the product and the manufacturer, as well as the dealer ervin 

! he product with the manufacturer and the dealer, the cost of mi I 
thie COTM CX mechanism and thei present-day Ust as every day 
esas contrasted with the luxury items of years ago, are alone sufficient 
ha tremendous goodwill factor involving the product, the manufac 


1 the dealer. 


luct, goodwill, and the 


dwill of some franchised dealers is now bethreatened by widespre: 


U3 
Will generally funeti 
istances la ng the 
rnished by the franchi 


this practice, new motor vehicles, which, after fact 





n properly and for their intended purpose 
final inspection and new-car conditioning 


sed dealer to his new car retail b Vel crt 


ile at retail Frequently, these 


‘refore the goodwill of the manufacttrer, as well! 
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are driven over the road for hundreds of miles at high speeds without proper 
before they reach the retail market—usually a used-car lot or dealership hay 
no or inadequate service facilities, where they are purchased by the retail 
tomer after little or no service or conditioning. 
If trouble develops, the purchaser immediately looks to a franchised d¢ 
and to the manufacturer, regardless of whether he has been told by the d 
whom he has purchased the car that the manufacturer generally war: 
nd stands behind its product and regardless of the lack of privite of cont 
the manufacturer stands on its legal rights, goodwill is lost for it and 
franchised dealer. If it fails to have the trouble investigated and subseque 
ous accident occurs, it may have a serious lawsuit on its hands. Eve 
the manufacturer undertakes to have the motor vehicle serviced and repa 


concern of e manufacturers about their products in the hands of 
public is not new. It has existed since the industry was in its infancy, b 
las 2g vn over the years to become a vital interest of the manufacturers 
their franchised dealers. While this concern and interest in their produ 
the hands of the public might have been optional years ago, the fact that 
motor vehicle is the most complicated mechanical product under the daily ¢ 
tion and control of the public, makes this concern mandatory, from the view; 
of the public as well as the franchised dealers and manufacturers. Thi 
understandable when you consider that motor vehicles of today have autom 
transmissions, power steering, power brakes, high Compression engines, and « 
features, including complicated body structures. Furthermore, there is no re 


to believe that the future will not see additional complicated devices incorpor: 


in motor vehicles. 

Last year General Motors Corp. spent $35,400,000 for the service of prod 
after their sale to dealers, substantially all of them while in the hands of 
publi Of this amount, $23,700,000 represented payments to dealers 


S0,700,000 represented additional costs of the corporation. From time to t 
a defect may develop after many new motor vehicles are on the road, and 
corporation with the cooperation of its dealers arranges to have all such m 
vehicles brought in for such service as is necessary. When copper was in s] 
Supply, steel was substituted in radiators to the extent considered feasible 
the basis of reasonable tests. However, after a period of several weeks u! 
varying conditions, including different elements in water in different parts 
the country, leaks developed As a result, General Motors Corp. spent $11,400 
to correct this condition. While this involved a very substantial amount, i 
not unusual to incur expenses of approximately $1,000,000 in connection wit 
particular item in any one year 

The current program, consisting of the establishment of 35 service sch« 
throughout the country for training the service personnel of General Mo 
dealers in the repair and maintenance of the present day complicated produ 
is further evidence of the interest of General Motors Corp. in its motor vehi 
in the hands of the public. These schools are being constructed at an aver 
cost of $575,000 per school and will be equipped with facilities having an aver 
cost of $75,000 per school. It is expected that the annual operating cost 
school will be $175,000 or a total of $6,000,000 per year. Approximately one-] 
of these schools will be constructed by the end of 1954. 





When the programs referred to above were being developed and put into eff 


there was little concern that “bootlegging” would become such a threat as i 
today to the normal distribution practices of the industry. Certainly, if ft 


condition might have been anticipated, it would give the corporation consid: 


able pause before undertaking some of these very ambitious and expensive } 
grams. If the condition continues, it will be necessary for General Motors C 
not only to appraise all future programs very carefully but also to reappraise 
current practices. 

The proposed clause will also serve to develop cooperative efforts between 
manufacturer and the dealers for the purpose of eliminating or minimizing | 
sible causes of temporary and occasional, although not necessarily widespre 


bootlegging. In a given area because of a sudden change in market conditio 


unforeseen when orders were placed by dealers and accepted by the manu! 
turer, the supply of motor vehicles may exceed the existing demand or 
models on hand may not be the models in demand. Of course if the sud 
unanticipated change in market or economic conditions is nationwide the p1 
lem is widespread and more acute, but if handled properly, should still be t¢ 
porary. Despite careful analysis of market conditions, reports on sales 
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rations every 10 days, as well as reports of inventories of dealers and 
ifacturers, oversupply of motor vehicles in given areas for temporary periods, 
develop in a business where orders are placed and production is scheduled 
ths in advance, although this condition does not now exist and has not 
ed over the past several weeks with respect to General Motors products 
th the proposed clause, the manufacturer and the dealers should be more 
tive in meeting Such situations to their mutual advantage and should be 
t to the problems. Both the manufacturer and the dealers, and their 
ective representatives will consciously exercise care to avoid such situations, 
sulting benefit to all affected by such situations, 
e proposed clause is favorably considered it will be used in the dealer and 
tor contracts of all car and truck divisions of General Motors Corp., the 
onding ard related provisions of which are the same. While the current 
and distributor contracts are for definite terms expiring October 31, 1954, 
wosed clause and amendments, if favorably considered, will be offered to 
butors and dealers for incorporation in existing Contracts on a voluntary 
d will be incorporated in dealer and distributor contracts for the annual 
mencing November 1, 1954 
Vi would like to have \ ur consideration extend to ar dealer ¢ 
effect or to be effective in the 
pectfully submitted, 
Henry M. HOoGAn, 
General Counsel. 


XHIBIT A, j-A. WILOLESALE SALES 
ot knowingly sell at wholesale, as defined below, any current 
‘ olet motor vehicles or chassis, other than such as have been ae 
v dealer as used ears or as have been used or operated in the normal 
ealer’s business, without first offering such current model motor ve- 
chassis to the seller for repurchase at the price or prices paid by dealer 


such motor vehicles or chassis in connection with the purchase 


wholesale is the sale directly to any person or party engaged in the 
s of selling new or used motor vehicles or chassis, (other than a person 
ho is a dealer in new Chevrolet motor vehicles and chassis under an 
Which is Similar in form to this direct dealer selling agreement and to 


elle Sa party), or to any representative or agent of such person or 
ndirectly to any person or party engaged in the business of selling new 


or vehicles, by sate to any person or party acquiring any such ¢ur- 
notor vehicles or chassis for resale to such person or party engaged 


ess of selling new or used motor vehicels or chassis. 


EXHIBIT B TERMINATION OF AGREEMENT 


lermination by dealer. 
No change. 
lermination for cause 


(1) No change. 


(2) Amend lines 5 and 6 reading: “set forth in sections 11 and 12 
sections 14 to 19 inclusive” to read “set forth in sections 11, 
12, 14, 15, 16, 17 (but not 17-A) 18, and 19. 

new subsection to section 25-B (3) to be designated as “g.”’ 

) “Failure of dealer to comply with provisions of section 17-A” 

Wholesale Sales.” 


[Attachment] 
DEPARTMENT OF JUSTICE, 


Washington, D.C., March 80, 1954, 
M. Hogan, 


neral Counsel, General Motors Corp., 
Detroit 2, Mich. 


Mr. Hocan: This has reference to your letter of March 22, 1954, ad- 
to the Attorney General, requesting an expression of opinion as to the 
n of the antitrust laws to proposed contract provisions relating to the 
new motor vehicles and chassis by General Motors Corp. to its franchised 

intended to be incorporated in selling agreements between General Motors 
as Seller and franchised dealers, as purchasers, and set forth in exhibits A 
B annexed to your letter. 


+3 


¢ 


























As you are aware, the Departinent of Justice is not authorized to render | i 
persons or organizations advisory opinions on questions of law It is wit! 
ais etrpon 1 sf o dete ne what type of pr ceedings should be by 
inde he antitru iW nh particular « . Accordingly, when full disc 

a proposed course of action is made this Department, it is our po 

te whether or not the Department will forego the institution of 
eedings if it Should subsequently determine to test the legality of the pr 

| (ffect 

Pursuant to this p \ ve have carefully reviewed the statements con 

l er and the provisions intended to be incorporated into future 
agreements between General Motors Corp. and its franchised dealers. We 
If Ciiat thie Dep riment ¢ Justice cannot undertake to waive the ir 
tion of criminal proceedings with respect t h contractual provisions sl! 
le l ( he legality if the ure in General Motors ¢ 
. 9 ‘ s, Since they nport inder the antitrust 
‘ ere \ 
STANLEY N. BARNI 
issistant Attorney Gene 
GENERAL MovToRS Cort 
Detroit 2, Mich., April 22, 
/ (,0) Voto s ) f hut 8 / Deal \ 

On February 24, 1954 I addressed to you a letter on the subject of “booth 

| 1 the growtl he aut i try, our advances in rese 
t hneerlbg vling, and productic opment of a distribution s 

{ fr sound re I ed dealer With all the be 

f such progress being shared not only by the dealers and manufacturers, and 
emploves who contributed to tl progress, but also b he customer and the 
ven 

I ed out tl thi } ecog mof our respective equitic mid the 
harge I Ir respective responsi . OOUN had been established for 
ile fied with the dealer, the manufacturer and the product—"a goodwill 
essential to the sale and distribution to a customer of the most complir 
mechancal product under the daily operation and control of the public 

linally, | expressed my deep concern ver thi practice Which threaten 
goodwill as well as our mutual accomplishments over the years. The respon 
comments, telegrams, and letters from dealers handling General Motors prod 
as well as products of cther manufacturers, from dealer associations, and 
others interested, wholeheartediy endorsing my statements, was heartening 
those communications, this letter will serve as an acknowledgment 

One ¢ er association was critical of automobile manufacturers gene 
making several points and suggestions, but their statement must be evaluate: 
the light of their position which apparently is that the problem is the responsil 
SOLE or the mInanutacture! Some of thelr suggestions were Constructive 


these related generally to procedures, of which some have long been in efte: 


our divisions and others have been adopted as the need therefor has devel 
Other remedies suggested either have questionable legal aspects or are imp! 
eal or unsound if all the facts and circumstances are properly appraised. 

This dealer association complains that the manufacturer expects the de 
to separate the true fleet user, including operators exclusively in the re 
I 


yusiness, from some who now buy under that guise to sell some or all of the 


f a dealer sincerely wishes to sell fleets only to bona fide fleet users there 
ivailable to him sufficient sources of information, including the factory 
zone offices, to enable him to make his determination as to the truth of 


purchases to nonfranchised dealers and used-car operators. It seems to me 


prospective purchaser’s representation 

The charge of maldistribution made by this dealer association was also 
gested by just a few of the many dealers who wrote to me, primarily on the b 
of their local situation. With the current demand for our products, it sh 
not be difficult to administer distribution; but in any event distribution at 


! le) 


zone level is being handled and supervised very carefully. It cannot be de 


however, that oversupply can develop in an area because of local condit 
particularly since production must be scheduled 3 months in advance and 
dealers, as well as the factory, field and home office personnel, must estin 
the public demand. But these are temporary and local situations which are 
too serious and can be taken care of by proper cooperative effort. 














UTOMOBII Lh ( PRA ( S20) 
his statemen I hi il¢ er a littlon relterence wa misice 
i ubject at \ I Lil ned Vv ¢ > i he «a ( 
e, and then solely on the basis that, there bein ( ny bo 
re there must be erprodt Phis sam iby je ‘ 
blicly by people who in my « liion have i t 
esent competition inh the autom lle ind ry hel ! i 
e buyers’ miurket it is more intense Demand for « i ery 
mer is very sele ive and is dictatin } au yn ! ! 
Vit Sis concerned Il do not have t lt \ 1 that 
| different nes and tor different mode vith those \ 
( Gen il Motors es, as well a { ! | ur 1 ae 
ipply kor a few weel nh February and March \ ell 
| Int of ir overtime of itions, but because of the d 
rae [ihe oOvel Lie peration Wwe rei ted I \ 
plaints are Nn \ Liidti tiiree S-ho { S 4 \ \ 
i iOoOWS Voul | partie ; ‘ ih ( l yA 
l ed retull rael is Ve ( sr'¢ ( | I 
l ea il thre lel ad tor Creer i Al 
) cle hive vv 1 ‘ ‘ rf ! eqd ( | rile ! 
nodels are ll ¢ emely s { ip} hurt! ( 
( Mot curs il Pie l ! é ( el s 
‘ . Oc ( 3 hil ! ! mi ef i Y a cle 
t of March 31 tod i ho I re than requ 1a l 
d wa ibstan v ik aul Lie Veruge s of M h | 
a Mt] free irket 
I hie el Ie ‘ bli re ) et l ‘ i 
l { 1 t it rhe O-CULT TE ritory Irit\ i i ( ( ( 
CU l ul dea le nd ad tribu 1 it l l s I L1¢ 
( ittorime hey a 1 concluded tl hder the 
I iad 1] il ht of judicial in rpretati il e rece ( 
and pri I h clauses m be h eu I ( 
t! ! hey were ¢ Lhe OP Ld Lia { ia 
nh i ce 
ently ill by many ce ‘ veal ty 
s bootlegging practice lirst, let n suv that we t ) 
ce of rveying and udving the market ! y lu 
l itech il ribution verv carefully t vVold an pe ib 
nor mald ril ion 
et \ ( | ist COUSCLE | l l 
ur co? . er i! ence Vv itl t 
uch eXcess ral l for the re ( i | (i¢ 
| sea sting th ‘ rin disposing ¢ 1) I \\ { 
; ( ped wh h e felt represente in I 4 i 
l biti I ipo Y aly Line nable re I { I i ! OTe 
r ft] there h been real disagreement in he cou | 
th le Li r Lilie Llity OL « l a il } I ‘ 
corporation sired ai pini from the U1 d States 1 ! 
ith respect oO th 1! rpora n of uel ’ ( i 
er contracts by voluntary and mutual ogreement lh ‘ 
f the Department of Justice, such opinion may in discretiol ( 
1 if issued, would merely indicate that the Departme: EJ 
( the institution of criminal proceedings hould subsequet 
to test the legality of the propos ue \ 
Vv, on Mareh 22, 1954, we submitte to the Department | Pi 
‘ Certain proposer chan nour cent ( Ss 
OW « eC re (| LOLIOWS 
“W HOLESALI SALI 
aler will not knowingly sell at wholesale, as defined below, any ¢ 
mode] moror vehicles or chassis, other thar sue! ! e 
cquired by denler as used enrs or as have been used or operated it 
rmal course of dealer’s business, without first offering such current 
‘| motor vehicles or chassis to the seller for repurchase at the p e or 
paid by dealer to seller for such motor vehicles or chassis in connee- 


wit! the purchase thereof irem seller 
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“A sale at wholesale is the sale directly to any person or party engags 
the business of selling new or used motor vehicles or chassis (other 
a person or party who is a dealer in new ~_--~--- motor vehicles 
chassis under an agreement which is similar in form to this direct dk 
selling agreement and to which seller is a party), or to any representa 
or agent of such person or party, or indirectly to any person or party 
gaged in the business of selling new or used motor vehicles, by sale to ; 
person or party acquiring any such current model motor vehicles or ch; 
for resale to such person or party engaged in the business of selling ney 


used motor vehicles or chassis.” 


By letter dated March 80, 1954, the Department of Justice advised that 
had concluded that the Department could not undertake to waive the institu 
of criminal proceedings with respect to such contractual provisions should 
decide to test their legality if such provisions are incorporated in General Mot 
Corp. selling agreements, since they raise important questions under the 
trust laws. In passing, I might point out that the application was filed wit) 
Department of Justice at a time when overproduction had been the subject 
publie discussion but before the publicity given this subject more recent 
Congress and in publications 

Our attorneys are still of the opinion that the proposed clause is a reasor 
contractual provision with a sound business purpose and does not contr: 
either the provisions or the spirit of the antitrust laws. While we wou 
willing to defend the legality of the proposed clause in civil proceedings, w 
is a risk we would have to assume even with a favorable opinion from the 
partment of Justice, I cannot expose the corporation or its representative 
possible criminal proceedings 

Let me assure you that we will continue our efforts to protect the good w 
our products by every available legal means. We are studying the matter 
any changes in our selling agreements which will accomplish this and whict 
legally permissible under present laws or under any future legislation, w 
made available to our dealers 

We are also reviewing the performance of General Motors dealers in ea 
out their obligations under the General Motors selling agreements. 

I again appeal to all General Motors dealers to review their operations an 

‘rate with General Motors in maintaining the General Motors franchis¢ 
the most valued in the industry 

Sincerely yours, 


cCoOoTK 


H. H. Curticer, 


Presider 
GENERAL MOTORS CorRP., 
Detroit, Mich., January 14, 1 
To General Motors Distributors and Dealers: 


In March of 1954 General Motors sought Department of Justice approva 
a clause to be incorporated in dealer selling agreements to the effect that a dé 
would not knowingly sell at wholesale, any current model new and unused mi 
vehicle, without first offering such current model motor vehicles to the ma 
facturer for repurchase at the price paid by the dealer to the manufacturer 
such motor vehicle 

Such a clause, we believed, reasonable and also desirable for the purpose 
eliminating or minimizing possible occasional, temporary, or local causes 
bootlegging. It was recognized that in a given area, because of a sudden chi 
in market conditions, unforeseen when orders were placed by dealers and accept 
by the manufacturer, the supply of motor vehicles could exceed the exist 
demand or the models on hand might not be the models in demand. We a 
recognized that, despite careful analysis of market conditions, regular repo 


on sales and registrations, as well as reports on inventories, oversupply of motor 


vehicles in given areas for temporary periods, could develop in a business whe 
orders are placed and production is scheduled 3 months in advance. 


Frankly, however, I personally have no knowledge that any such situatio! 
have occurred during the past year, but if there were any, I am sure that the 


were not many and they were not serious. Certainly, they were not the cause 
the widespread bootlegging that existed last year. Furthermore, the record 


now clear that there was no overproduction factor in our business. In fact, dur 


ing a substantial period of 1954 General Motors cars were in short supply—so1 


% 
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es and models critically short. There was no excess supply of cars during 
1954 model cleanup period, and at the introduction of 1955 models, dealers’ 
entories of 1954 models represented approximately 1 percent of the 1954 model 
duction, 
hor the vear ahead there is nothing in the picture at this time to indicate any 
erial change in the business, other than for the better. At the same time, 
hink it is desirable at this time to take all possible measures to avoid, to 
extent possible, any excess supply of models in dealers’ stocks that might 
rwise develop from a temporary or local situation so that there will be no 
on contributing to, or being used as an excuse for, bootlegging. To accom 
this and at the same time to relieve our distributors and dealers of any con 
er such a situation, General Motors, for the balance of the 1955 model yea 
epared to repurchase, or to arrange for the repurchase by other General 
denlers in other areas, at the respective prices paid by the original pur 
authorized distributors or dealers, any such new and unused passengel 
might be considered excess supply. In this connection the car divisions 
iablish such local procedures as are necessary for the purpose of carrying 
policy as the oc asion arises 
offer to do business with our dealers at their option, if and when such 
is arise, is the best alternative that we can devise for the contractual 
ch General Motors proposed as a reasonable condition of the manu- 
rer-dealer relationship fer the purpose of minimizing, if not eliminating, 
It contemplates that the dealer who finds himself in an oversupply 
ause of local and temporary factors, which in his opinion are ad 
affecting his normal business operations, will be able to alleviate the 
with the assistance of the division. While these will be exceptional 
s, they should be promptly and effectively dealt with to eliminate them 
it miributing factors to bootlegging. 
exce supply of cars should not otherwise develop, if dealer stecks, 
ind the market are carefully analyzed by both the dealer and the factory, 
lealer is aggressively selling his merchandise and obtaining a proper 
n of the market. With this in mind, we are continuing to carefully 
irvey production schedules, distribution procedures and practices, 
ind inventories 


1 statement is tan 





ible evidence of the further effort on the part of 
Motors toward alleviation of this troublesome problem within the frame 
f existing laws. [ again appeal to all General Motors dealers to cooperate 
General Motors in preserving the most valued frauchise in the industry. 
ely yours, 
iH. EF Corti P 81 


GENERAL Morors Corp., 
Detroit 2, Mich., May 16, 1956 


GENERAL Morors Exniritr No. 2 


A GENERAL Morors QUALITY DEALER PROGRAM 


\ ddress by Harlow H. Curtice, President, General Motors, delivered before 

meeting of General Motors dealers and sales personnel in Los Angeles, and 

ismiitted by closed-circuit television to similar meetings in 88 cities through 
‘country, March 2, 1956 


Members of the General Motors family here in Los Angeles and across the 
m, Lam very glad to have this privilege of personally addressing our entire 

‘’ body and the General Motors wholesale organization—21,000 in all 
and the same time. 

his is an unprecedented group of meetings on a most important subject relat 

& to our mutual interests as partners in progress. 


PURPOSE OF MEETINGS 


lie purpose of today’s meetings is to define a General Motors quality-dealer 
cram and to discuss with you how every General Motors dealer can become 
ily a quality dealer. I shall attempt to present a definition of what I mean 
a General Motors quality-dealer program. To bring such a program to 
reality will require the enthusiastic cooperation of every member of this great 
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its term. With respect to owned premises we will help the dealer locate a 
chaser or lessee for his premises or we will purchase or lease them at a fair 
reasonable value to be determined by independent appraisal. With respe 
premises leased by the dealer, we will assist him in locating a substitute k 
or a sublessee or, failing this and if he does not use the premises, we wi 
imburse him for the rental for the unexpired term up to a period of 12 mo: 

6. Assistance in event of death.—In the event of death, if the estate wi 
we will render assistance in locating a purchaser or lessee for the pre 
owned and used by the dealership. 

Repurchase of parts in event of termination.—In the event of termin 
we will repurchase all unused parts listed in the current parts price sche 
provided they are in good condition. We will also repurchase any new access 
bought within the preceding 12 months. 

8. Repurchase of tools in event of termination.—We will buy back all s} 
service tools recommended by us for use in the dealership operation and purch: 
by the dealer within 3 years of termination. 


EVALUATING SALES PERFORMANCE 


Evaluation of sales performance.—We are eliminating the provision i: 
selling agreement that the dealer shall properly develop the sale of motor veh 
to the satisfaction of the division. In its place we are spelling out in the cont 
the basis for evaluating dealer sales performance. We will compare the 
petitive performance of the dealer with other dealers, specifically in his 
area but not necessarily to the exclusion of the regional and national areas 
judging performance we will use the records generally accepted for this pur) 
In addition, we will take into account other pertinent factors such as popula 
growth and shifts, the trend of the dealer’s sales performance over a reaso1 
period of time, the availability and delivery of new cars and trucks to the ds 
and especially local conditions directly affecting sales performance. 

In a multiple dealer area, each dealer’s share of the total performance 
sponsibility will be determined. Consideration will be given to such fa 
already meutioned as are pertinent as well as to his sales experience in the ; 
and to auy standard of sales participation in the area previously determ 
and accepted by the dealer and the division. In addition, dealership locat 
and the shopping habits of the buying public will be considered. 

Sales performance is, of course, very important to the dealer and the divis 
However, it is not the only factor in the determination of a quality dealer. 

In appraising the performance of a General Motors dealer, the division 1 
consider how well he fulfills his obligations under the operating requireme 
provisions of the selling agreement, including those with respect to facil 
and service for his customers, as well as his standing in his community. 

1). Selection and appointment of new dealers.—The wholesale personne! 
the division should carefully appraise the potential of an applicant to beco 
General Motors quality dealer in the light of all the considerations applic: 
to a proper evaluation of the performance of a quality dealer. Furthermor: 
applicant will be given a General Motors franchise unless he is prepared 
provide adequate sales and service facilities. 

We have determined that for the present we have a sufficient number of deal 
to handle retail sales of General Motors cars. Accordingly, for the balance 
this year dealer appointments will be limited to replacements only. 


ECONOMIC CHANGES IN CONTRACT 


The next series of contract changes and additions I will discuss deal n 
directly with the economics of the dealer’s business. 

11. Doubling parts obsolescence allowunce.—We are increasing the allow 
under the General Motors parts obsolescence plan from 2 percent to 4 percent o! 
annual purchases. This will give greater assistance to the dealer in maintai ; 
a parts inventory adequate for the increasing complexity of our cars and 
steadily mounting number of them on the road. 

12. Allowance for models on hand when new models are announced.—In 1930 
General Motors pioneered the practice of granting an allowance on the excess 
over 3 percent of new cars of the preceding model year remaining in stock when 
new models are announced. Now the allowance will apply to all new passenger 
ears and Chevrolet trucks on hand when the new models are announced. [ur 
thermore, the allowance will be increased from .t percent to 5 percent of list p1 
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FULL COST OF WARRANTIES 


; Full cost of warranties.—One of the most important economic changes has 

» with warranties. Many of you will recall that in 1941 we took the lead in 

ralizing the administration of the warranty arrangement by adopting a 

cy of accepting warranty claims on the basis of 12,000 miles or 12 months 

tead of the standard 4,000 miles or 90 days. Then, in 1953 we liberalized the 

inty clause to increase reimbursement on cars sold by the dealer. The 

sed clause provided for payment by us of 65 percent of flat rate labor charges 

100 percent of dealer’s cost on parts plus 10 percent. Now we are assuming 

tire cost of warranty adjustment by increasing the reimbursement on labor 

G5 to 100 percent on all cars. 
Return of purchased parts.—The contract has made provision since 1938 
he return of purchased parts within 30 days. We are now increasing the 
to 90 days. 

Increased advertising contribution by factory.—Effective as of yesterday 

e contributing 50 cents to Cooperative advertising funds for each dollar con- 

{ by dealers. Furthermore, the divisions will arrange to discuss the 
of the cooperative advertising fund with divisional dealer councils. 


/ 


ils 


GENERAL CHANGES IN CONTRACT 


ome to the contract changes and revisions which I have classified as 


thical Advertising.—The revised selling agreement will contain a clause 
ng for maintenance of a high standard of ethics in advertising. I shall 
re to Say about this later. 
nlification of language.—Another thing we have done which I think 
ke is to simplify the language of the contract. I don’t know how the 


inaged to do it, but they have made it easier to read. Furthermore, 

no longer tind such ambiguous and all-inclusive phrases relating to 
bligations as “to the satisfaction of seller.” 

Oiher changes.—We have eliminated many clauses which have had only a 

ted application over the years and many others whose principal effect 

red to be to cause irritation. For example, we have eliminated the clause 


that the dealer shall devote his full time and energy to the conduct of the 
However, I have great confidence that each of you is going to devote 
sary time to your business to be successful. The clause on capital re 
ents has been revised and made more flexible. Various other changes, too 
ous to mention, have been made, All are directed to the benefit of the 


e enumerated 18 very important changes in and additions to our selling 
eement. I consider many of them revolutionary. 


For all practical purposes, the new agreement, with all its benefits, went into 
t March 1. The printed forms are in process and will be made available to 
ter this month 


CHOICES AS TO DURATION OF AGREEMENTS 


will be offered this revised selling agreement with a choice as to duration. 
ivy select an agreement which runs for a term of 5 years and is cancellable 
without cause on 30 days’ notice but by us only for cause. This formal- 
franchise relationship between us for a fixed long term. It establishes, 
obligations, policies and equity considerations which the dealer can 
regardless of who administers the contract. 

e mu wish to continue as in the past with a yearly contract cancellable by the 
without cause on 30 days’ notice, and by the corporation only for cause, 
lay do that too. This differs from the first proposal only in respect to the 

ftisad year agreement as compared with a 5-year agreement. 





g lf you wish an agreement of indefinite term, we have that—a continuing con- 
ancellable by the dealer without cause on 30 days’ notice and by the cor 
tion without cause on 90 days’ notice. Except for the term, this agreement 


) o has all of the advantages and benetits of the other two proposals. As to tir 


this is a continuing agreement, but the term is dependent upon the exercise 
rht to terminate without cause. 
hew agreement is the most equitable and the most progressive ever devel 
ped in our industry and truly represents General Motors leadership in 


listribution 
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ondn his business is equally important 
From all of the discussions with dealers in which I have participated, I believe 
I have been able to identify what the merchandising practices are—and I a 
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ML as it could have been. Some of the things we have done or failed to 
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have not contributed to bootlegging, but they have proved to be irritan 
Other distribution practices or omissions may have contributed to—althou 
they were not a justification for—bootlegging. On both counts there is r 
for substantial improvement. 


IMPROVED DISTRIBUTION PRACTICES 


We are taking steps to give more flexibility to our production schedules. 
will do our utmost to see to it that the dealer gets all cars exactly as he or 
them. If for any reason a Car is not available to the exact specifications w] 
scheduled for delivery, the dealer will be advised and will be given the chi 
f accepting the car nearest to his specifications that is available, waiting 
the car as ordered, or canceling the order. If he has a retail order for the ca 
he will be given a reasonable time to check with the retail customer. 

It has been brought to my attention that in many instances in the allotm« 
of new cars undue emphasis has been placed on new car turnover. New « 
turnover in the wholesale distribution of cars was important in the postw 
sellers’ market and new car shortage periods. As the market changed, it « 
tinued to be a factor in certain situations and under certain conditions. In tod: 
highly competitive market it serves no important purpose in the allotment of ne 
‘ars ond it has had a serious elfect on distribution at the wholesale level. 
many cases, dealers, in order to comply with factory requirements, have chos 
to obtain “turnover” by resorting to the bootleg market. I am informed that 
practice of allotting new cars in relation to turnover has now been discontinue 
but if it is still in effect anywhere, [ want it stopped immediately. 

The inclusion of demonstrators as a part of new-car stock is wrong and likewis« 
will be discontinued. 

We also propose to improve our wholesale operations in every way possil 
Additional zone offices will be established as needed. If necessary, additio) 
key personne! will be employed to provide all the services required by the deak 
especially those having to do with car distribution. As requested by Seve1 
members of the dealer council, we propose to expand our business management 
services for dealers. 

DEALER SALES POTENTIAL 


Finally, we are going to take a good look at the sales potential of every dea! 
in relation to his area. In recent years important changes have taken place 
the relative potential of many areas, Our distribution allotments must keep pa: 
with these changes. I do not want our dealers to have too few or too many cai 
Certainly we should not allot 300 cars to a 100-car dealer. Obviously he cannot 
properly sell and service that number of cars for his retail customers. Further 
more, if we have properly established our production schedules and distribution 
practices and procedures, we would be taking those 200 extra cars from othe: 
dealers who need them for their retail customers. This does not mean that we 
will limit the dealer to a fixed number of cars. If he needs more for his customers 
he will get them. 

For my part I intend to see to it that the corporation so handles the production 
and distribution of its products and so discharges its obligations to you dealers 
our Only customers—that we cannot fairly be charged with contributing to boot 
legging. 

Now, looking at the causes of bootlegging that are beyond our control, but 
within the control of you dealers, I ask each one of you to examine your opera 
tions as we have examined the corporation’s. Are you a quality dealer? Ar 
you developing the sale of cars in your area? Are you serving the customers 
whom you asked to serve when you applied for and accepted your franchis¢ 
If every one of you can answer these questions in the affirmative and if we do ou 
part in serving you, there will be no valid cause nor excuse for bootlegging. 


SELLING OUT OF TERRITORY 


Selling out of territory, or cross-selling, is another practice which I identify as 
being in large part responsible for the public position in which the retail organi 
zation now finds itself and also for any decline in return on investment which 
some dealers have suffered. I do not know how many of you favor territury 
security and how many do not. The statistics vary on this point. However, m) 
position on this subject is very clear and has been expressed in many deale 


group meetings. 
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It was with great reluctance that the clause on territory security was removed 
1949. If today it were considered to be legal, such a clause would be incurpo- 
ted in the agreement. I want you to know that it was much to my regret 
our counsel advised us in 1949 that the continuation of that clause could, 
nder views then held by Federal antitrust agencies, result in a criminal indict- 
ent for violation of the antitrust laws. While some of us did not understand 
‘legal technicalities involved, we were bound by that opinion. 
Later developments tended to confirm that opinion, It was nfirmed for me 
sonally when I sought a railroad release letter from the Department of Justice 
respect to the provision proposed for our selling agreement to eliminate any 
ossible contribution on our part to bootlegging. This clause would have given 
the option of buying back from a dealer, before he disposed of them through 
jesale channels, any new cars purchased from us. In answer to our request 
\ttorney General stated, and I quote: 
We have concluded that the Department of Justice cannot undertake to waive 
nstitution of criminal proceedings with respect to such contractual provisions 
d we decide to test their legality if they are incorporated in General Motors 
poration selling agreemenis, since they raise important questions under the 
trust laws.” 


PRICE PACKING 


ther deplorable practice commonly known as price packing is in general 
throughout the industry. I have always been opposed to price packing. As 
back as 19389 when I was with Buick, I undertook an aggressive educational 
ign to stamp out price packing as indulged in at that time. 
I am glad to say that the resurgence of this practice in recent years was not 
ted by General Motors dealers. On the contrary, when, in the middle of 
developed on a widespread basis, accompanied by “blitz” selling, many 
dealers came to us seeking counsel and advice. They expressed great con- 
over the business lost because their competitors were resorting to this prac- 
e. In view of their concern, I was compelled with great reluctance to condone 
e packing for our dealers so that they might be fully able to meet competition 
e local level. 

This sleight-of-hand practice of making an over-allowance on the used car 
en in trade and then increasing the price of the new car by the amount of the 
er-allowance is like misleading and deceptive advertising. It should be elimi- 
ted by the entire industry. This would restore customer confidence by making 
ssible for the customer to understand what he is paying for his car. It is my 
pinion that this practice also contributes importantly, and will continue to do so, 

the very deplorable practice of bootlegging. 
These are the factors which I identify as having contributed to unrest and dis- 
uutent among our dealers, to the limiting of profit possibilities and to the un- 
ermining of the good reputation enjoyed both by the product and the dealer in 
he local community. I feel that both our wholesale organization, you dealers, in 

all of us, have a job to do to regain lost position. 


NEW ERA INAUGURATED 


We will help you, and as a first step we are inaugurating a new era in relations 
etween the wholesale organization and the dealers. It will be an era of “sell,”’ 
“tell.” We are going to see to it that the policies laid down by top manage- 
ent are understood and faithfully carried out by every member of the wholesale 

rganization. 
beyond this, Iam giving further study to the problem of channeling communi- 
ons from the dealers direct to my office. A good start in this direction was 
de in our recent meeting with the dealer council, whose frankness was most 

mmendable. 

DIVISIONAL DEALER COUNCILS 


All of our divisions are now adopting the policy of having elected dealer 

uncils to provide a forum for discussion of mutual problems. They will have 

ils at the zone level, councils at the regional level elected from the zone, 

nd councils at the national level elected from the regions. The General Motors 

lealers council will continue to be constituted so as to give a balanced representa- 

= geographically and provide a good cross-section of large, medium, and small 
aeaters 
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PI ITABLE YEAR AITIEAD 
For General Motors 1956 should be a record year exceeded only by 1955. It 
ould ther highiy yu ible ve for you dealers too It will be anothe 
t se com] iti hie s geressive ellort ill be required. DB 
that is the way our competitive system works—to the benefit of one person—th 
I Kor producers and sellers, 1956 will be just good as we make 
ln other words, the year will be profitable for everyone willing to work to make 
proimtabie 
(:entlemen, it is my sincere belief that we are in the greatest, the most won 
f business in the world I also believe that we in the General Motors fami 
] et] family in the world 
Over t] ven} otors and its dealers, working together, have mad 
great progress principles which contributed to that progress have 
been obscured i period. Since the war, certain bad practices hav 
erept t he hey must be eliminated. We must not let these 
practices jeopardize our position of leadershiy We must continue to mal ul 
1 Mullion te dynam ind expanding national economy I am sure t} 
With our revised selling agreement and its revolutionary changes, with ow 
Implementing policies and with the administration of those policies from the t 
right down through the zone on a fair and equitable basis, it is net only my 
hope but it is my belief that the morale of our entire dealer organization wi 
re ha level never before attained 
ARTNERS IN PROGRES 
A he beginning of my talk I addressed you as “partners in progress.” ] 
meant every word of that phrase. Your progress—and I wish to say this to each 
one of 1 dealers personally and to every member of the wholesale orgat 
Zatior your progress is very close to my heart 
And equally close to my heart is the wish that, working together, we car 
achieve a General Motors qualityv-dealer pro; We now have the frame 
work for such a program I am sure you will ¢ e to that Certainly then, we } 
Should be ble to give it substance and life | 
In this firm belief, I see very clearly the beginning of a new era in the relations 
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PontTiIAc Moror DIVISION 
GENERAL MOTORS CORPORATION 


SUPPLEMENT TO DIRECT DEALER SELLING AGREEMENT 


THIS SUPPLEMENTAL AGREEMENT, made. this li 
1956 by and between Pontiae Motor Divi 


General Motors Corporation, hereinafter called “Seller,” and 
an Individual, Copartnership or a Corporation of 


(City) (Count, (State) 


hereinafter called Dealer, 


WITNESSETH 


WHEREAS, Seller and Denler have hereofore entered nto a Direct 
Se ng Agreement dated hereinafter referre 

S ¢ Ne ing Agreement ne 

WHEREAS, Selle ! ( { ( nd the term « he Ne ng Agre ‘ 
TI 1one year to five vears by ex ng the expiration date from ! 
to UV ODE 1960: and 


WHEREAS, Dealer has accepted Seller's offer and the parties hereto desir 





amend the Sel lg reehie { provide ft uch extension « the term the 
NOW, THEREFORI eonsidera m of the mutual agreement of the p 
] ‘ 1 creed S TLOlMoWws 
oe raph Fourth of the Selling Agreement is hereby deleted entire 
the following Paragraph Fourth is substituted in lieu thereof : 
Fourth: This Agreement shall continue in force and govern all relat 
and transactions between the parties for a term comme 
on the stated date of execution hereof and expiring October 
1960. At the end of the stipulated term, this Agreement sl 
automaticaliv terminate without notice or action on the 1 
f either party unless sooner terminated as hereinafte 
vided in Section 25 
2 Except as hereinabove provided the terms and conditions of the Se 


Agreement shall be and remain in full force and effect. 
IN WITNESS WHE] he parties hereto have executed this Supple 
Agreement in duplicat 





ind year first above written. 


Dealer PONTIAC MOTOR DIVISION, 


(eneral Motors ( ‘orporati 


Officer of Firm and Titk FRANK BRIDGE, 


By General Sales Manager 
: Officer of Firm and Title 
By 


WITNESS: Zone Manager 
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PontTIAc Motor DIVISION 
GENERAL MOTORS CORPORATION 
DEALER SELLING AGREEMENT 
rHIS AGREEMENT, effective the first day of March, 


tween Pontiac Motor Division 
Pontiac, and 


A. D. 1956, by and 
General Motors Corporation, hereinafter called 


individual, co-partnership 


, or a corporation of ~~~ 


(County) 


(City) 
hereinafter called Dealer, 


GENERAL PURPOSE OF THIS AGREEMENT 


Che purpose of this Selling 


Os 
iltl 


Agreement is to set forth the functions and respon 
of the parties in the sale by Pontiac to Dealer of the motor vehicles, 
sis, parts and accessories covered by this Agreement and the resale of the 
ducts by Dealer to its customers. 

th Pontiac and Dealer recognize that 


ST ay 


in the manufacture, sale and service 
of motor vehicles the public is provided with a highly mechanized product of 
bstantial value, the purchase of which is of major economic significance, and 
sage of which has become to many a virtual necessity; and that the efficient 
safe operation of motor vehicles is dependent upon the maintenance of the 
shest standards of production by the manufacturer and the highest standards 
es and service performance by the Dealer. 

i¢ recognizes, therefore, that a sound dealer organization 
public interest as well as to its own succe 

s dealer organization. 
tiae has elected to enter into this Selling Agreement with Dealer be« 
confidence in Dealer’s integrity and business ability. It expects of Dealer, 
Dealer acknowledges, that Dealer will actively, aggressively and honestly 
te the sale of the motor vehicles, chassis, parts and accessories covered by 


is essential to 


ss, and desires a stable and pros 


Lise 


s Agreement to customers in its trade territory and give to the public prompt, 


ent and courteous service; and that Dealer will conduct its business in a 


ner that will reflect favorably upon the Dealer and its operations, Pontiac 
Pontiac products and will preserve the good will of the Dealer and its 
ms and the manufacturer, as well as the product good will that 1} 


has beer 
ited by the produetion motor vehicles, parts and accessories of the highest 
: l ] 


ot 


ind design. 


Denler has elected to enter into this Selling 
knowledg 


ix, 


Agreement with Pontiac because 
e of the Pontiac reputation for integrity and fair business prae 

and of the customer acceptance for Pontiac products. Dealer expects of 
P ¢, and Pontiae acknowledges, that Pontiac will produce and provide, at 
fair and competitive prices, motor vehicles, parts and accessories that are sale- 
n Dealer’s territory and of a quality and design that under norma! 


con- 

ms and when properly adjusted and maintained, will give good performance 

their owners; that, insofar as possible, Pontiae will make such products 
lilable in quantities to meet 


Dealer’s reasonable requirements in Dealer’s 
de area; that Pontiae will assist in creating a demand for such products by 
ertising in various advertising media; and that Pontiac will assist Dealer 
the sale of such products by making available to Dealer, sales assistance and 
lvice, advertising materials and campaigns, 
siness methods. 


] 


and instructions in sales and 


IN CONSIDERATION of the foregoing and of the promises hereinafter made 
the parties to each other, it is agreed as follows: 
FIRST: Subject to the terms and conditions hereof, Pontiae will sell and 

Dealer will buy Pontiac motor vehicles and chassis with Dealer having the 
igation to develop properly the sale thereof at retail particularly in the fol- 

owing area: 


SECOND: The terms and conditions set forth in the attached “Terms and 
Conditions—Dealer”, bearing Form No. T-451—Pontiac—56 are hereby made a 
part of this Agreement with the same force and effect as if set forth at length 
herein. 

THIRD: This is a personal contract, being entered into in reliance upon and 
in consideration of the personal qualifications of and representations with re- 
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| Dealer acknowledges, that Denler w aucetivelVv, agyere ivel) nad lone 
the sale of the mot veblel eba IS, Parts ANd ACCeSSOLles ¢ eres 
his Agreement to customers in its trade territory and give to the pul 
if efficient and courteou service: and that Dealer will conduet I 
na nner that will reth favorably upon the Dealer and its opera ! 
ind Pontiac products ar il! preserve tl oul Will of the Deale | 
nN ind the manutacturer, a vell the product good wi hat | 
ed by the produ ( ( motor ehiele pat ! ( SSO! 
at tv and design 
| ‘ has elected to ent into this Selling Agreeme with Pontine be 
! \ dye ol he | li reputatio for lite rit nad fa } re I 
ind of the isfomer acceptance for Pontiae product Denler ¢ 
nd Pontiae acknowledge that Pontine wi produce and pn le 
f eomperitl prices, mots vel es purl ana wees mre t] t are ‘ 
entler’s territory and of a quality and destgn that under t 
nd when properly adjusted and maintiined, will give good pr 
r ownel that, insofta is }) e, Pontia ke te lu 
‘ ? agunneitye to meet 1 er’ I¢ onuble red Orie l I I) el 
en: that Pont Will as n creating a demand f wh ! 
l various advertising media 7, that l'on CW ‘ 
f wh product V makin \ ible to DD ( 
ertisil aterials and campaigns, and inst Ol n 
‘ methods 
IN CONSTDERATION Ol thr foregoin and of the Prom es hereinat roi 
e parti to each other, it is agreed as follo 
res] Subject to the terms and conditions hereof, Pontiae will sell and 
‘ \ buv Pontine mote vehicle tnd cha swith Denler havil thre 
» develop properly the sale thereof at retail particularly in the foll 
‘ 
COND The terms and conditions set forth in the attached “Perms at 
ns Dealer’, bearing Form No. T—451—Pontias 4 are herel visnale i 
f this Agreement with the same force and effect as if set forth at lk t) 
THIRD: This is a personal contract, being entered into in reliance upor 
sideration of the personal qualifications of and representations with re 
thereto of the following named persons, who actively and substantia 


pate in the ownership or in the operations, or both in the ownership and 
e operations of the Dealer 


PARTICIPATION IN) DEALERSILIP 


Ownershiy Oper ir 


Phe individual or individuals designated shall be responsible for anv aet or 


lon of any of Dealer's agents or emploves which may be contrary to the put 


( nd objectives of this Agreement or the obligations of Dealer hereunde 
eaters shall not transfer or assign nor attempt to transfer this Agreement or an 
ht or obligation hereunder Dealer shall not make nor suffer to be made any 
ein the ownership, financial interests or tive management of Dente witl 


the prior written approval of Pontiac 
FOURTIL: This Agreement shall continue in force and govern all relations and 





insactions between the parties for a term commencing on the stated date of 
xecution hereof and expiring . At the end of the stipulated term, thi 
ement shall automatically terminate without notice or action on the part of 
ther party unless sooner terminated as hereintfter provided in Section 25 
FIFTH: This Agreement is not valid until and unless it bears the facsimil 


gnature of the General Sales Manager and is countersigned by an Assistant Gen 
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eral Sales Manager, a Regional Manager, or Zone Manager of the Pontiac Mot 
Division—Generai Motors Corporation 

IN WITNESS WHEREOFP, the parties hereto have executed this Agreemen 
duplicate as of the day and vear first above written 


Dealer PONTIAC Motor DIVISION 
Firm Name General Motors Corporati 
L\ 
; , ‘ 7 YT 
Officer of Firm and Title FRANK DRIDGE, 
15y freneral Sales Manage) 
Officer of ] I l 
| nand State 1, 
Witnes ; Zone Managet 
(If executed by a representative of Dealer, title such as President, Partner, « 
I St be cated. ) 
If Dealer is a corporation, show State in which incorporated : 


GENERAL MOTORS CORP., PONTIAC MOTOR DIVISION, DEALER 
SELLING AGREEMENT 


TERM AND CONDITIONS—-DEALER 


The following Terms and Conditions have by reference been incorporated 
ind made a part of the Selling Agreement which shall apply to and govern 
transactions, dealings and relat ons between the parties : 


ELLING RIGHTS, TERMS AND CONDITIONS OF SALI 
l. Dealer's Selling Privilege 


Dealer is granted the nonexclusive privilege of selling new Pontiae mot 
es and chassis and the nonexclusive privilege of using the word “Pontia 
ind the Pontiac trademark or trademarks, including the distinctive outline « 
for ereof, as applied to Pontiac motor vehicles and chassis, parts and acc 
2. Handling of Dealers’ Orders 

A. Three Months’ Estimate of Requirements 

To enable Pontiae to establish production schedules, and to place orders wit! 
its suppliers on the basis of the lead time normally required in the automobil 
mass production industry, and to have such schedules reflect the best combine 
estimate of Pontiae and its dealers of Pontiac motor vehicle and chassis require 
ments for future retail deliveries, Dealer will, unless otherwise advised by Pon 
tiac, furnish Pontiac every month, on forms provided by Pontiac, an estimate 01 
Dealer’s requirements of new Pontiac motor vehicles and chassis for the next 
three (3) calendar months, each month’s estimate to be shown separately. 


B. Ten-Day Report 

To assist Pontiac in the evaluation of current market trends and in the adjust 
ment of established future production schedules, as well as current production 
schedules to the extent possible, Dealer will furnish Pontiac, every ten (10) days, 
with a report known as the “Ten-Day Report” on forms supplied by Pontiac 
Such report shall show retail sales of both new and used cars made during said 
period, new- and used-car stocks, and unfilled orders on hand at the end of said 
period. 





C. Orders 

Dealer shall submit orders for Pontiac motor vehicles and chassis to Pontiac 
for acceptance at mutually satisfactory periods. Such orders shall be submitted 
upon order forms supplied by Pontiac. Accepted orders for any standard prod- 
ucts not shipped during the month for which delivery was scheduled will remain 
in effect unless cancelled in whole or in part by either party upon written notice 
to the other. However, orders for “special” motor vehicles and chassis, accepted 
by Pontiae for the convenience of Dealer, may be cancelled only by Pontiac. 

Any motor vehicle or chassis which differs from Pontiac’s standard specifica- 
tions and/or incorporates special equipment, and which because of such difference 
in specifications or increase in price has only a limited use or marketability, shall 
be considered “special.” 


AUTOMOBILE MARKETING PRACTICES S4] 


lure to Fill Orders 
i tiac shall not be liable for failure or delay in filling orders of Dealer, which 
ve been accepted by Pontiac, where such failure or delay is due, in whole or in 
to any labor, material, transportation, or utility shortage or curtailment, or 
vy labor trouble in the plants of Pontiac or its suppliers, or to any cause 
nd the control or without the fault or negligence of Ponting Dealer shall not 
ible for any failure to accept shipments of products ordered from Pontinze, 
e such failure is due to any labor trouble in Dealer's establishment or any 
bevond the control or without the fault or negligence of Dealer. 
3. Payment by Dealer 
er shall pay Pontiac for each shipment of new Pontiae motor vehicles and 
Dealer’s price established by Pontiae and in effect at the time of such 
nt, together with a factory handling charge determined by Pontiae, whic 
e] e reimbursement to Pontiac for any tax which it has paid, incurred 
‘eed to pay on any such motor vehicles or chassis, on the following terms 
rht draft, or sight draft with bill of lading attached payable with collee 
rges. Dealer shall pay interest on all drafts in the amounts and from 
s specified therein 
4. Car Shipments 
Ship nt 
ntegrate the shipment of assembled vehicles from plant sites with con- 
plant production, to minimize required shipping facilities and areas, and 
tafe and expedite loading and transportation of vehicles by carriers, 
will select the distribution point and the mode o 
vill endeavor, whenever practicable, to follow Dealer’s requests with 


transportatior but 


to routing and mode of transportation. Pontiae will prepay all charges, 


¢ 


ing transportation charges, for the delivery of motor vehicles and chassis 


to Dealer hereunder. 


) ry Charges 
ldition to the prices and charges otherwise provided for herein, Dealer will 
ntiae the destination charges established by Pontiae and in effect at the 
shipment for motor vehicles and chassis delivered to Dealer hereunder. 
ac has the right at any time to change destination charges, to issue hew ap- 
e bulletins, and, if necessary, new applicable Price Lists. 


ibility for Demurrage 
iler shall be responsible for and shall pay any and all charges for demurrage, 
, or other charges aceruing after arrival of such shipment at destination. 

a) ePrsion 

liversions are made upon Dealer’s request or as a result of Dealer’s failure 
fusal to accept motor vehicles or chassis that may be shipped Dealer on 
er’s orders, unless such failure or refusal is excusable under the provisions 

Section 2D hereof, Dealer will assume responsibility for and pay the addi- 

charges and expenses incident te such diversion. 

( 11718 

\ll claims for loss of or damage to shipments of motor vehicles and chassis 

pped hereunder while in the possession of the transportation agency shall be 
binitted to Pontiac by Dealer within twenty (20) days after date of delivery 

hipment to Dealer. 

5. Change in Pricing 

Right to Change Prices 

Pontiac has the right at any time to change prices, discounts, terms and pro- 
isions affecting any current models or body types of motor vehicles or chassis, 
nd to issue new applicable Price Lists or bulletins. 

If Pontiac changes prices, discounts, terms and provisions, such changed prices, 
scounts, terms and provisions shall apply to all motor vehicles and chassis 
rdered by Dealer and unshipped by Pontiac at the time that the same are made 
‘fective by Pontiac. 


Price Increases 
Except with respect to the pricing of new yearly models or body types at the 
ntroduction thereof, Pontiac shall give written notice to Dealer of any change 











he J ce to be paid by Dealer before sl ipping any current 
\ ‘ ( iSSIS to Which s Ih ¢ 12 S a] pli ible [ pon receipt 
notice, Dealer may cancel or modify orders for motor vehicles or chassis to 
ch change applies, provided written notice of cancellation is deliv 
Po Vithin ten (19 s after receipt by Dealer of Pontiac’s notice 
I ed ers hot can ed as provided herein shall remain in ef 
( raance wil ( li 
f i Redu Ws 
If VP e reduce the list pri on anv of s current models or body 
Of mot es or chassis, Pontiac w refund credit an owal 
} de ( l 1 ne mal ! ed ote ve les nd 3] of current nile 
DOU pe, purchased from Pontiac or purchased from another authorized 1 
dealer ad ng the elve (12) months immediately preceding the date of 
I I d ed in De ‘ s stock a new and nsold at he t 
red l Sl i il inl to the difference betwee the price J 
S ive paid Pontiac , ild have paid Pontiac f such unit had bee 
cl 1 Pontia rar such 0 I ehicles ¢ iSSIS und e ree 
hel \ ie I I ¢ provides however, tha no retund 
ile h any motor vel ( r chassis used by Dealer fe demonstratio 
ses 8 | | e 2 nted hiess I ten Ciall therefor, pi 
1 ! vith s rting d ] made | 1) ‘ ting witl 
yy 4 S from thi ( uch reduction becomes effective In the « 
t ve 1¢ Or CNASSIS P hased by Dealer under a title retaining in 
serves the right to pay such difference in price to the holder « 
‘ l ount of D el 
t) Model Chat r 
In the event hat Pontia Shall, at any time, disc ntinue current models 
bod vpes of Pontiac motor vehicles or chassis, and substitute in place the 
! lels and body types, Pontiae will make an allowance to Dealer o1 
Pota rudliabe of new ul sé ote vehicles and chassis of such discont 
els ¢ body type purchased from Pontiac, or from another authori 
I’ r er, pro! o such 1 ce hange and sti | il enter’s Stock uns ( 
thed eheremmaiwrer spe tied 
The amount of such allowance and the time of payment shall be determined 
Po Such allowance, | ever, shall in no case be less than five per cel 
if the list price of Pontiac motor vehicles and chassis of such models 
I ay pt Ou te be dis¢ mit ed 
I} llowance will not be made on any motor vehicles or chassis used by De 
for demonstration purposes 
The date on which Dealer’s stock of discontinued models shall be determi 


shall be either the Announcement Day designated by Pontiac on which the ne 


models and body types are officially announced to the general public (local pre 
view announcements excepted), or a date prior thereto designated by VPontias 
All elaims for the allowance must be made in writing within thirty (80) day 
from the Announcement Day or the prior date designated by Pontiac, as the cast 
may be, and must be properly documented with supporting data If Pont 
elect 0 designate a date prior to Announcement Day, Pontiac will make thr 
me allowance with respect to purchases by Dealer from Pontiae of correspon 
ac motor vehicles and chassis of those models and body types about t 


be discontinued made between said designated date and Announcement Day 


7. Model Change at Reduced List Price 


If, at the time new models or body types are announced, the list prices of sucl 
new models or body types are reduced from the list prices of the same model ¢ 
body type of the discontinued series, Pontiac will refund or credit to Dealer 
proportionate amount on the price paid to Pontiac by Dealer, or the price Deal 
would have paid to Pontiae if such units had been purchased from Pontiac, ft 
those new unused motor vehicles and chassis of the discontinued series purchased 
from Pontiac or purchased from another authorized Pontiac dealer which ar 
1 Dealer’s stock unsold at the time such new models and body types art 

nnounced, provided, however, that such refund will not be paid in the cast 
of such radical changes in size, design and price as to make such new model 
and body types, for all practical purposes, a new and different series or line 


vithin ninety (90) days after delivery of such vehicle to the original 


eS It he itter event Ponti minal 1 refund l ‘ 
i a | ] SeeLL C@UULU DL naer ere li { I 
| be entitled to receive e refund OV inde | si 
h allowance : Dealer may be entitled te Section ¢ 
S. Change ¢ | vu 


may change the design of any new Pontiac motor vehicle, ch; 


( ( parts thereof at any me without 1 ‘ had Withe i 

i al or any simil: r change upon any Vontiae 1 tor veh ‘ } 

ies or parts thereof previously purchased by or shipped to Deal 
inufactured or sold in accordance with Dealer's order Such change 


e considered Model Changes as contemplated by Section 6 here: 


9% Warranty 
e are no warranties, eXpressed or implied, made by Pontiac to Dealer on 
niine motor vehicles, ¢Chassis or parts furnished hereunder except to the 
mprehended in the following : 
The Manufacturer warrants each new motor vehicle, including all equip 
ent or accessories (except tires) supplied by the Manufacturer, ¢1 
part manufactured by it to be free from defects in material and work: 
inder normal use and service, its obligation under this warranty | 


ted to making good at its factory any part or parts thereof which shall 


iiser or before such vehicle has been driven 4,000 miles, whichever e 
ill first occur, be returned to it with transportation charges prepaid and 
ch its examination shall disclose to its satisfaction to have been thus 
fective: this warranty being expressly in lieu of all other warranties 
pressed or implied, and all other obligations or liabilities on its part, and 
either assumes nor anthorizes any other person to assume for it uny other 
bility in connection with the sale of its vehicles 


This warranty shall not apply to any yehicle which shall have heen 
ired or altered outside of an authorized Pontine Service Station in any 
o as in the judgment of the Manufacturer to affect its stability and 


ibility, nor which has been subject to misuse, negligence or accident 


10. Part and Accessories 


ling Rights 


ic hereby grants to Dealer the non-exclusive right to sell new Pontiacs 


nd accessories and Pontiac will sell Dealer direct or through a designated 
arehouse, such new Pontiae repair parts and accessories, 
i parts and accessories” as used in this Agreement are defined as 
ts and accessories manufactured by or for Pontiac, designed for use 
tiae motor vehicles or chassis, and distributed by Pontiac or any divisior 
iary of General Motors Corporation. 


arts and accessories to Dealer will be made according to the prices, 
provisions established by Pontiae and in effect at the time of shipmet 


q and Payment 


‘ 


parts and accessories account of Dealer is due and payable, as per state 


endered, on or before the date specified by Pontiac. If Pontiac for reasons 


edit deems it necessary to place shipment on a C. ©. D. basis, collection 


if any, are to be paid by Dealer. 
/ nof Defective Parts and Accessories 


notifving Pontiac and receiving specific shipping instructions therefor 


Pontiac, Dealer may return for credit defective Pontiac parts and 


purchased direct from Pontiac or acquired as the result of performing 
nty adjustments in accordance with the provisions of subsection 197 
at the then current dealer net price of such parts or accessories plus 


cent (1007); such parts and accessories to be packaged or crated and 
d, transportation charges prepaid. Dealer will be reimbursed for tran 





tion charges prepaid by Dealer on authorized shipments of Cefee 


it) ACCESSOTIeS, 











BE. Return of Inactive Parts 

In the event Dealer develops an inactive stock of Pontiac parts, or fo 
other reason desires to liquidate a portion of its parts stock, Dealer may s 
to Pontiac a list of those parts purchased direct from Pontiac, in good con 
aud unused, which Dealer desires to return for credit. Pontiac shall pror 
evie said list and notify Dealer as to which parts will be accepted, the 
‘or and the proper shipping instructions. Thereupon Dealer may pa 
or crate and ship such parts, transportation charges prepaid, in accordance 


Pontiae’s instructions. 





I. Right to. Parts Within N nety Days tecessorices Within Thirty 
Dealer may return any new Pontiac parts purchased direct from Por 
whi are in good condition and unused, for credit within ninety (90) days : 
receipt thereof by Dealer. Dealer may also return any new Pontiac access 
anti-freeze and other service supplies purchased direct from Pontiac, whic} 
in good condition and unused, for credit within thirty (50) days after re 
thereof by Dealer; provided further, however, that if Dealer shall have 


chased accessories direct from Pontiac for use in connection with specific 
] een placed with and accepted by Pontiac 
such motor vehicles are not shipped to Dealer prior to the introduction of 
incelling such orders, then to the extent 
accessories are not usable on the new models and are in excess of Dea 
requirements they may also be returned to Pontiae for credit. Such parts, 
sories and service supplies shall be packaged er crated and shipped to the dest 
tion specified by Vontiac, transportation charges prepaid. Credit on 
Pontiac parts and accessories will be at Dealer’s net cost Dealer sha 
entitled to return accessories whether same were purchased separate 
shipped on or with a new Pontiac motor vehicle. 
Dealer, however, will not be entitled to return materials which are acqu 
or fabricated specially by Pontiac upon Dealer’s order for a particular ser 
order or car, including unlisted parts or assemblies and any cut or fabri 


upholstery or trim items 


motor vehicle models, thereby Ci 





OPERATING REQUIREMENTS 


ler’s Place of DBusiness 





In order to provide product representation commensurate with the good 


iched he nat Pontiac” and to facilitate the proper sale and servi 
P iac motor vehicles, Chassis, parts and accessories, Dealer will maintai 
place of business satisfactory as to appearance and location, and adequate 


size and layout for new car sales operations, service operations, parts and ac 
sories sales and used car sales, and will maintain the business hours custon 
in the trade. 

Once Dealer is established in facilities and at a location mutually satisfact: 
to Dealer and Pontiac, Dealer will not move to or establish a new or differ 
l 


m, branch sal flice, branch service station, or place of business includ 


any used car lot or location without the prior written approval of Pontia 
12. Capital Requirements 


Since the amount and structure of working capital and net worth required 
handle properly the business to be conducted by Dealer hereunder depends up 
many factors, including size of market, sales and service facilities required, : 
ticipated volume and others, and since Pontiac has set standards for the capit 
and net worth of all its dealers based on Pontiac’s past experience, Dealer, at t 
time of execution of this Agreement, shall establish its owned net working capi 
and net worth in the respective amount and form specified by Pontiac. If, 
sequently due to changed conditions, the amount cf owned net working capi 
or net worth should be materially increased or decreased, or if the way in wh 
either is set up should be changed in any respect for the proper handling 
Dealer’s business, Dealer and Pontiae will negotiate to establish a _ revis 
amount and structure of working capital or net worth to meet such chang 
conditions, and Dealer will meet such revised capital requirements within ft} 
time agreed upon. 


] 
7 
i 


AUTOMOBILE MARKETING PRACTICES 
15. Accounts and Records 


niform Accounting System 











to the mutual interests of Pontiae and Dealer that uniform aceounting 
tem ind prac tices be maintained by dealers in order that Poi tiac may deve 1 
rds of operating performance which will enable dealers to obtain the 1 
results from the sales potentials assigned to them, and which 
e Pontiac to prepare composite dealer profit statements periodically to gu 
] formulating policies beneficial to the dealers’ interests 
rdingly, Dealer will use and keep up to date a satisfactory unif 
g system of a type de nated by Pontiac and will furnis] Pon 
nth of each month a complete and accurate financial and operating 
nt with supporting da overing the preceding month's operations, show 
he true and actual con ion of Dealer’s busir : Dealer will maintai 
em in accordance with the Accounting Manual prescribed 1} Po. 
Hramination of Accounts and Records 
ler fo assure the maintenance of an accounting system of a type de ite 
enier Will permit an examination of its accounts and record } 


i person or persons, either in the e1 Iploy of Pontiac 
\ COPY of the report of su h ti : 


14. Sale of Motor Vehicles 


ll provide satisfactory sales performance and render satisfactor 
owners in the area described in Paragraph First K 


es performance shall be based on the 1 





‘elationship of Dealer’s sales 
ac passenger cars in such area, to the sales of other makes of passengel 
eclly competitive therewith both in price and in product in such ar a3 
similar relationship of the sales of new Pontiac passenger « 
lakes of pas 
Zone area wherein Dealer is located, but not nex essarily to the exclu 
Pontiac Regional area or the National 
n records generally accepted for such purposes by the automobile industry 
lso take into account other pertinent factors. 


vies perbormance over a reasonable 


) t 


senger cars directly competitive therewith specifically in the 
looth 
area. Such evaluation shall be 


such as the trend 
period of time, the availability 
very of Pontiac passenger cars to De aler, and local conditions dire 
Sf such sales pel formance, 
one or More other Pontiac dealers are located within the ar 





irst, the evaluation of the combined sles performal! 
dealers in such area shall be made as provided above, and Dealer s] 

r share to the sales performance rating for the 
er’s contribution to the sales performance rati 
Lb 





area. In eval 

ng for such area considera 

given to such factors as Dealer's sales performance over a reas 

od of time, the availability and delivery of Pontiac passenger cars t 

geographic location of Dealer’s place of business and t genera 

ng habits of the buying public within such area, Dealer's stiles participa 
erience within such area, and Dealer’s standard of 


! 
1 « . ‘ if ‘ . ; y , ° s ? 
such area (if any) previously determined and 








er, the he 
¢ sales participation 
accepted by Dealer and 


15. Sales Staff 


er Shall maintain a staff of salesmen and a selling and customer relations 
“ition adequate to take care of the sales potential of the area da I 
iph First 


described in 


16. Sales and Service Records 
In furtherance of the purposes, objectives, and obli 


ent, Dealer 


ervicin 


gations provided for in this 
Will keep complete and up-to-date records regarding the sa 
g of new Pontiac motor vehicles and chassis and Will permit I 
all reasonable times in business hours to inspect such records. 


} 
e 


ontiag 








f 
| 
I) 
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<sis as new Pontiac re ry ts V part or ] t hich are 
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AUTOMOBILE MARKETING PRACTICES 4 


Warranty Adjustment 
Dealer will replace any defective part or parts in fulfillment o 
hereof without expense to the owners of such vehicles 


f the warranty 


et forth in Section 9 
such warranty work and for other policy and warranty work performed by 
Pontiae will reimburse Dealer therefor as follows 


for Pontiac’s account 
If the replaced part or parts are returned to and found by Pontiae 


he 


er 
Parts 
to be defective, Pontiae will pay or credit to Dealer an amount equal to t 


then current Dealer net price of such part or parts plus ten per cent (10% ) 


The return of such parts to Pontiae shall be made in accordance with t 


he 
provisions of sushection 10D hereof. 

Labor.—VPontiae will pay or credit Dealer on the basis of the Pontiae Flat 
Rate System of time allotments as recommended and furnished by Pontiae 


it one hundred per cent (100%) of the labor rates related thereto as agreed 
ipon with Pontiac. 

Customer Relationship 

Dealer will make every reasonable effort to satisfy owners of Pontiae motor 
cles and chassis and all persons purchasing Pontiac motor vehicles and 
ssis from Dealer, and will establish regular contact either by correspondence 


interview, with such owners or purchasers 
which cannot be readily remedied, shall be promptly reported in detail 


1 


All complaints received 


20. Signs 


will purchase, erect and maintain at Dealer’s expense the following 





| Product Nign. A standard product electric Sign in a CONnSpicuous pl: ce 
de Dealer’s showrooms provided the erection thereof is not prohibited 
licipal ordinance or statute 
RB. Service Sig A standard authorized service sign in a suitable location 
the outside of Dealer’s place of business 
( Other Necessary Signs.—Such other signs as are necessary to adver 
se Dealer’s business properly on a basis mutually satisfactory to both 
eand Dealer. 
21 Pont e Name and Trade-Marks 
a hare sive I i 
ic is entitled to the use of the word “Pontiac ind the Pontiac trade 
I e-! rks rie ding the d tinctive ¢ rie 1 thereof as ap 
rie ehicles and el sis, parts and accessorice 
linuance of Use Upon Termination 
yord i’ t 1 qoul e I ie under hi Dealer's bu ( 
ed « e word “Pontiae”’ o Vv Vontiae trade k, including the d 
I 0 orl hereot s used in anv Sign or adve iSil displaved b 
euler will, upon term tion of this Agree nt, or up the requ ( 
COl nue the Se ¢ he sa e Thereafter Denle \ rhe sé t 
a connection with a tor) ( } ess. v be 
( ( I ] rinet ( ) or tory thre re ( V« | Por l 
her , le é Dressio or 7 | »>nenrlv rese Dil hie l f 
» |e O { fusion or uneertainty, or to deceive the | blic If Dealer 
i  ¢ | ite n e the word “l tind ( I) ‘ 
) Ve he « rate name ¢ Ince é i] G a | IP 
S / Hil ord i 1 » Di CO uel ( 
t Cl eri tion of this Agr nent, shall refuse ¢ rie t to kee] 
tl pro oO oft subsectior bb bove, L*¢« | l CEO 
COS itornevs es and other ¢ enSeS MEeurred DV | tiie n connec on 
ction to require Dealer to comply therewith 
22. Adve! ng and Pron Ol lund 
der to give Pontiac dealers the advantage of a comprehensive and ce 


lated dealer advertising program, an Advertising and Promotional | 
wsed of a dealer portion and a factory portion, has been established and 
\dininistered by Pontiac in accordance with the provisions set forth in the 
iac Dealer Price List. 
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A. Dealer Contributions 


Pontiae will collect the amount set forth in the Pontiac Dealer Price List as 
the “Dealer Contribution” for each new Pontiac motor vehicle and chassis ] 
chased and paid for by Dealer, and such amount will be credited to the de: 
portion of the Fund for the account of Dealer. 


B. Factory Contributions 


Pontiac will pay into the Fund the amount set forth in the Pontiae Ds 
Price List as the “Factory Contribution” for each new Pontiac motor veh 
and chassis purchased and paid for by Dealer, and such amount will be cred 
to the factory portion of the Fund. 

C. Modification of Advertising Program 

During the term of this Agreement the provisions of the aforesaid adverti 
program may be modified from time to time either to limit its application 
coverage or to broaden its application and coverage to include such items 
sales promotional activities. Likewise, the amount of the Dealer and Fact 
Contributions for each new Pontiac motor vehicle and chassis purchased 
paid for by Dealer may be increased or decreased from time to time with 
fnnouncement of new yearly model motor vehicles to compensate for increass 
or decreases in advertising and other costs; provided, however, that the amou 
of the Factory Contribution to the Fund for each new Pontiac motor veh 
and chassis purchased and paid for by Dealer shall at no time be less than f 
per cent (500°) of the amount of the Dea i 


vehicle and chassis 


ler Contribution for each such m 


TERMINATION OF AGREEMENT 
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23. Termination 


4. Termination by Dealer 

Dealer may terminate this Agreement by written notice of termination d¢ 
ered to Pontiac, such termination to be effective one (1) month after recei 
by Pontiae of such notice. 

B. Termination for Cause 

(1) If Pontiac or Dealer requires a license for the performance of any obliga 

tion under or in connection with this Agreement in any state or jurisdictio 
where this Agreement is to be performed, then and in such event if either of t! 
parties shall fail to secure or maintain a license or renewal thereof or if such 
license shall be suspended or revoked, irrespective of the cause or reason thers 
for, either party may immediately terminate this Agreement by giving to th 
other party written notice of such termination. 
2) If Dealer does not conduct its business in accordance with any requir 
ment set forth in Sections 11 through 17, inclusive, or Section 19 of this Agr« 
ment, Pontiac may terminate this Agreement by giving to Dealer written noti« 
of termination to be effective three (3) months after receipt of such notice. 

(3) In the event of the death or incapacity of Dealer or any person nam 
in Paragraph Third hereof Pontiac may terminate this Agreement. However 
to facilitate an orderly termination of the business relationships between IP 
tiac and Dealer and any contemplated liquidation of the business of the deale1 
ship, Pontiae will, upon receipt of written request therefor made by the exe: 
tors(s), administrator(s) or representative(s) of the deceased or incapacitated 
person within thirty (80) days from the date of such death or incapacity, def 
the exercise of such right to terminate and will continue to operate with th 
Dealer under the terms of this Agreement for a period, to be determined by 
Pontiac, of not less than ninety (90) days and not more than one (1) year fror 
the date of such death or incapacity and this Agreement will terminate at the 
expiration of such period. If such written request is not received by Pontia 
within such thirty (30) day period, Pontiac may then terminate this Agreement 

(4) Pontiae may terminate this Agreement immediately by delivering to Dea 
er or its representative written notice of such termination in the event of f 
happening of any of the following: 

(a) femoval, resignation, withdrawal or elimination from Dealer 
dealership for any reason of any person named in Paragraph Third of th 
Agreement 

(b) Any attempted transfer or assignment of this Agreement or any right 
or obligation hereunder 
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(c) Any misrepresentation to Pontiac 4S to the direct and/or indirect 
ownership of Dealer, or any sale, transfer, relinquishment. Voluntary or 
I involuntary, by Operation of law or otherwise, of any interest in the direct 

er or indirect Ownership or active management of Dealer Without the 
Written approval] of Pontiae. 

(d) Any dispute, disagreement. or controversy between or among prin 
cipals, partners, managers, Officers, or Stockholders of Denler Which may 
adversely affect the OWnership, Operation, management, business. OY interest 
of Dealer, dealership, or Pontiae. 

(c) Insolvency of Dealer : Hling of a Voluntary petition jin bankruptey by 

Dealer: filing of a petition to have Dealer declared bankrupt, Provided that 
it is not Vacated within thirty (30) days from date Of filing - appointment 
of a receiver or trustee for Dealer, Provided such appointment js hot vacated 
Within thirty (30) days from the date of such appointment : execution by 
Dealer of an assignment for the benetit of creditors. 
‘ ‘J) Conviction of Dealer or any principal Officer, Principal Stockholder 
or manager of Dealer or any partner in Dealer or dealership of any crime 
Which, in the Opinion of Pontiae, Inay adversely affect the S00d will or 
Interests of Dealer, dealership or Pontiae. 

(9) Failure of |] ealer to maintain dealership Operation as aq 
pen during Customary business hours, for seven consecutive 


prior 


going ! usiness, 
business days, 
Provided such failure is not due to causes beyond Dealer's control and 
Without Dealer's fault or hegligence. 


is 


24. Transactions After Termination 
A. Effect of Term ination on Orders 


In the event that a hew Selling Agreement is not entered into by the 

IPON expiration of this Agreement or in the event that this Agreement is termj- 

Hated in accordance With any Provision of Section 23. all orders of Dealer for 

otor vehicles, chassis, Parts and accessories then outstanding Shall be auto- 

' (ically cancelled. Termination of this Agreement Shall not release Dealer, 
wever, from the obligation to pay any sum Which may then be OoWing Pontiac 
‘rom the oblig; tion to Day for any motor Vehicle, Chassis, or equipment for 

Sille which jg Special, as detined in subsection @ of Section 2 of this Agreement, 

‘which may ha ve been ordered DY Dealer and not Shipped prior to any termina- 

Of this Agreement. 


Darties 


B. Term ination Delivery 8 


In the event of termination of this Agreement under the Provisions of subsec- 
tion A of Section 23. or Subsection B (3) of Section 23 Without any deferment of 
fermination as Provided for therein, but not otherwise, Pontiac Will use its best 
efforts to furnish Dealer y ith Pontiae Motor vehicles and chassis to fill Dealer’s 
DONA fide retail orders On hand on the date of termination not to exceed, however, 
the total number of motor vehicles and chassis delivered to Dealer by Pontiae 
‘uring the three (3) months immediately Preceding the effective date of termi- 
hation, Subject, to the following conditions and limitations - 

(1) Within ten (10) days following termination, Dealer Shall deliver to 
Pontiae a Written Schedule of Dealer's bona fide retail orders on hand on the 
date of termination, Such schedule shall show the name and address of 
each retail] Customer and the details With respect to each Motor vehicle 
ordered, including model, body type, color and accessories and Shall specify 
each bona fide order against which Dealer desires Pontiae to make delivery 
up to the total] humber of motor vehicles required to be delivered by Pontiac 
as ahove described. Those orders for which delivery jg thus Specified by 
Dealer, when approved by Pontiae, Shall constitute Dealer's Schedule of 
Terr ination Deliveries. No changes or substitution may be made by Dealer 
such Schedule of Termination Deliveries and Pontiae Will not be obligated 
CO make deliveries of any motor vehicle to Dealer except as Specified therein 
In the event of Dealer's failure to deliver to Pontiac the detailed Schedule 
above required, Dealer Shall have no further rights. 

(2) Dealer shall aecept any motor vehicle required to be delivered by Pon 
tine hereunder against Dealer's Schedule of Termination Deliveries im 
mediately UPON notification by Pontiae of the availability to Dealer of such 
Vehicle ang in 4ecordance with the terms and conditions of sale established 
by Pontiae and in effect at the time of Shipment. In the event of its failure 
to do so, Dealer Shall have no further right to receive such Vehicle or any 
other vehicle in lieu of it. 
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(3) Vehicles shall be delivered by Pontiac hereunder in substantia] a, 
cordance with the schedule and basis of delivery in effect with respect to other 
dealers in the same zone at the time of Dealer’s termination. 

(4) Dealer shall give Pontiac notice immediately of cancellation for any 
reason of any retail order set forth in Dealer’s Schedule of Terminat 
Deliver es, 

(5) In the event of the cancellation for any reason of any retail order se 
forth in Dealer’s Schedule of Termination Deliveries before delivery by 
Pontiac of a motor vehicle to apply against such order, Pontiac shall be 
released from any obligation to make delivery of such vehicle. 

(6) Dealer shall provide proper and adequate facilities in aceorda: 
with the terms and provisions of this Agreement to effect the delivery and 
handling of motor vehicles to be supplied upon termination under this sub 
section 24 B. 


C. Effect of Transactions After Termination 


The acceptance of orders from Dealer or the continuance of sale of products to 
Dealer or any other act of Pontiac after termination of this Agreement shall not 
be construed as a renewal of this Agreement for any further term not as a waiver 
of the termination. 

D. Rights of Surviving Persons Named in Paragraph Third 

If this Agreement should be terminated by Pontiac under the provisions of sub 
section 25 B(3) or 286 B(4)a and at the time of such termination another perso: 
is named in Paragraph Third on the basis of being qualified as an operator as 
distinfiuished from being qualified solely on the basis of a financial interest, and 
f such other person owns a financial interest of at least twenty-five per cent 
(25%) or acquires such an interest within a reasonable time (considering then 
xisting circumstances) after the date of such termination, then, subject to the 
provisions of any Widow’s Financial Participation Addendum and any Interin 
Agreement Addendum signed by all parties named in Paragraph Third of this 
Agreement, and unless the right to receive the offer hereinafter provided for has 
been waived in an Interim Agreement Addendum by the party otherwise entitled 
hereunder to receive such offer, Pontiac shall offer such other person a new 
Selling Agreement for the unexpired balance of the term of the Selling Agree- 
ment being terminated. If more than one other person be named in Paragrap! 
Third at the time of such termination who can qualify under the conditions set 
forth above for such a new Selling Agreement, such persons must agree in writ- 

ng as to which one will be offered the new Selling Agreement. If such persons 
do not agree as to the successor dealer within a reasonable time, Pontiac shall not 
be obligated to offer a new or substitute Selling Agreement to any of such persons 


25. Pontiac’s Right To Repurchase When Agreement Is Terminated 


In the event of termination of this Agreement; or in the event Pontiac does not 
offer Dealer a new Selling Agreement upon the expiration of the term of this 


Agreement: 
A. Pontiae will purchase from Dealer and Dealer will sell to Pontiac: 


Car (1) All new and unused Pontiac motor vehicles and chassis of the 
current model on hand in Dealer’s place of business or in Dealer’s possessiot! 
at Dealer’s net cost, including destination charges paid to Pontiac thereon 


Parts.—(2) All unused and undamaged Pontiac repair parts listed in the 
ur? Pontiac Dealer Parts Price Schedule and purchased direct tf 

‘or tiac, or purchased from an outgoing Pontiac dealer as a part of Deal 
nitial Pontiac parts inventory, and on hand in Dealer’s place of busines 
in Dealer’s possession at the then current dealer net prices plus tive pe! 

thereof for packing costs and plus reimbursement for transportat 

charges to de stination specified by Pontiac. 

Accessories.—(3) All unused and undamaged Pontiac accessories and 
service supplies purchased direct from Pontiac during the twelve (12) mont! 
neriod immediately preceding the effective date of such termination and ¢ 
hand in Dealer’s place of business or in Dealer’s possession at the the! 
current dealer net prices plus five percent (5%) thereof for packing costs 
and plus reimbursement for transportation charges to destination speciti 
by Pontiac. 

' Siens.—(4) Any signs belonging to Dealer of a type recommended i 
writing by Pontiac and bearing the word “Pontiac”, at a price mutually 
igreed upon by Pontiac and Dealer. If Pontiac and Dealer cannot agree 0! 
a price, they shall select a third party who shall set the price. 


iT 
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B. If Dealer desires to sell the Same, Pontiae will purchase all the Special tools 
of a type recommerded by Pontiac and designed specifically for Service of Pon- 
tiac motor vehicles which were purchased by Dealer during the three (3) year 
period immediately preceding termination, while Dealer has been operating 

nder a Pontiae Selling Agreement, at a price mutually agreed upon by Pontiae 
and Dealer. If Pontiac and Dealer Cannot agree on a price, they shall select a 

ird party who shall set the price. 

©. Dealer shall, within thirty (30) days following the date of termination, 
furnish Pontiac with a list of the motor vehicles, chassis, parts, accessories, signs 
and tools aforesaid. 

LD). Upon demand and tender by Pontiae of the purchase price determined as 

foresaid, Dealer will deliver such goods to Pontiac forthwith in accordance with 
Pontiac’s instructions. 

fi}. Dealer shall execute and deliver to Pontiac any instruments necessary to 
convey title to the aforesaid property. If such property is Subject to lien or 
charge of any kind Dealer wil] procure the discharge and Satisfaction thereof 
prior to the repurchase of such property by Pontiac. 


26. Loss on Premises 


i. Premises owned by deale r 


1. Terminations to Which A pplicable.—In the event of termination of this 
Agreement by Pontiae under the provisions of subse: tion B(2) of Section 22 
hereof, or in the event Pontiac terminates this Agreement because of Pontiac’s 
failure to secure or maintain any required license or renewal thereof as provided 
n subsection B(1) of Section 23 hereof, or in the event Pontiac terminates this 
Agreement because of the incapacity, for reasons of health, of Dealer or any 
person named in Paragraph Third of the Agreement, or in the event Pontiac does 

offer Dealer a new Selling Agreement upon the expiration of the term of 
this Agreement, but not otherwise, the provisions of this subsection 264 Shall 
apply. 

2. Premises to Which Applicable.—The provisions of this subsection 26A shall 
be applicable only to premises which are owned by Dealer and carried on Dealer’s 
books and records as land and building assets at the time that Dealer first has 
knowledge that a termination on one of the bases specified in Subsection 26A1 
above will become effective, and which are used by Dealer Solely in the perform- 
ance of Dealer’s obligations under this Agreement, or Solely in the performance 
of Dealer’s obligations under this Agreement and one or more other dealer o1 
distributor Agreements with Chevrolet, Oldsmobile, Buick, Cadillac or GMC 
Truck & Coach Divisions of General Motors Corporation, if any, and such one 
or more other dealer or distributor Agreements are teminated simultaneously 
with the temination of this Agreement. 

Pontiac’s Obligation Upon the written request of Dealer made to Pontiac 
Within the time hereinafter Specified, Pontiac will assist Dealer in the orderly 
disposition of the aforesaid premises, to the end that the equities of Dealer will 
be protected, and Dealer Will not suffer a loss on said premises in relation to the 
market value thereof as of the time of termination. In effecting such disposition 
t Dealer’s premises under the provisions of this subsection <6A3 the following 
conditions shall apply: 

(a) Dealer’s application for assistance will] include a written represen- 
tation to Pontiae of Dealer's intention to retire from the business of selling 
ew or used motor vehicles in the general Selling area wherein Dealer 
operated under this Selling Agreement. 

(b) The assistance to be provided by Pontiae hereunder will be in the 
form of either locating a purchaser who will offer to purchase Dealer's 
premises at a fair and reasonable price as hereinafter defined, or locating a 
lessee for dealer who Will offer to lease Dealer’s premises for a reasonable 
term at a fair and reasonable rental as hereinafter defined. Moreover, if 
Pontiac does not locate Such a purchaser or lessee within a reasonable time, 
Pontiae will offer either to purchase or lease Dealer’s premises at such fair 

and reasonable purchase price or rental. 

{c) In establishing fair and reasonable prices for Dealer's premises for the 
purpose of the sale or lease thereof, consideration will be given (1) to the cir 
cumstances under which the premises were origi ally provided by Dealer for 
the performance of this Selling Agreement or any prior Pontiac Selling Agree 
ment; (ii) to the adequacy of the premises for a Pontiae Dealer Selling 
Agreement and the length of time such facilities have been usé d by Dealer in 
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the performance of this Agreement or any other dealer or distributor Se! 
Agreement; and (iii) to the fair appraised value of the premises as dete; 
mined by the average of the independent appraisals of three qualified 
estate appraisers, of whom Dealer and Pontiac shall each select one, and 
two thus selected shall in turn select the third. Based on these consid: 
tions, Dealers and Pontiac shall agree upon a fair and reasonable pur 
price and rental value for Dealer’s premises. 

(d) Upon receipt of a bona fide offer from a prospective purchaser « 
prospective lessee, as the case may be, Dealer will sell Dealer’s premises 
the purchase price established as provided above or will lease Dealer's pré 
ises for a reasonable term at the rental established as provided above. 1 
failure of Dealer to accept such a bona fide offer from a prospective | 
chaser or from a prospective lessee shall constitute a complete releas¢ 
Pontiac from any obligation to purchase or kease Dealer’s premises as afi 
said and any other obligations under this subsection 26A. 

(e) Any application for assistance from Pontiac under the provisions 
this subsection 26A must be made to Pontiac in writing within thirty (30 
days from the effective date of termination, and if Pontiac does not rec 
a written application for such assistance within that time, Pontiac shall } 
released from any and all obligations hereunder. 


B. Premises Leased by Dealer 


1. Terminations to Which Applicable-—In the event of termination of t} 
Agreement by Pontiac under the provisions of subsection B (2) or B (8) of Se 
tion 23 hereof, or in the event Pontiac terminates this Agreement because of 
Pontiac’s failure to secure or maintain any required license or renewal thereof 
as provided in subsection B (1) of Section 23 hereof, or in the event Pontiac do 
not offer Dealer a new Selling Agreement upon the expiration of the term of ft] 
Agreement, but not otherwise, the provisions of this subsection 26B shall apply 

2. Premises to Which Applicable.—The provisions of this subsection 26B shall 
be applicable only to premises leased by Dealer and used by Dealer solely in the 
performance of Dealer’s obligations under this Agreement, or solely in the pr 
formance of Dealer’s obligations under this Agreement and one or more other 
dealer or distributor Agreements with Chevrolet, Oldsmobile, Buick, Cadillac 
or GMC Truck & Coach Division of General Motors Corporation, if any, and suc! 
one or more other dealer or distributor Agreements are terminated simultaneously 
with termination of this Agreement; provided, moreover, that the premises 
involved shall have been leased by Dealer, and the lease or leases shall have been 
in effect, prior to the time Dealer had knowledge that a termination on one of 
the bases specified in subsection 26B 1 above would become effective, and the leass 
or leases of the premises shall continue subsequent to the effective date of ter 
mination of this Agreement. 

3. Pontiac’s Obligation.—Upon the written request of Dealer made to Pontiac 
within the time hereinafter specified, Pohtiac will endeavor to assist Dealer in 
the liquidation of Dealer’s obligation under any existing lease or leases of the 
aforesaid premises, to the end that the equities of Dealer will be protected and 
the normal losses incident to the liquidation of a business will be minimized 
In providing such assistance to Dealer, the following conditions shall apply: 

(a) Dealer’s application for assistance will include a written representa- 
tion to Pontiac of Dealer's intention to retire from the business of selling 
new or used motor vehicles in the general selling area wherein Dealer oper- 
ated under this Selling Agreement. 

(b) The assistance to be provided by Pontiac hereunder will be in the 
form of (i) locating a tenant or tenants, satisfactory to the Lessor or Lessors 
who will offer to sublet the premises for the balance of the term of the lease 
or leases or who will take an assignment and assume the obligations of such 
lease or leases: or (ii) effecting arrangements satisfactory to Pontiac and the 
Lessor or Lessors whereby the lease or leases with Dealer will be cancelled 
or (iii) the subleting by Pontiac of the premises from Dealer, provided that 
the unexpired term of the lease or leases shall not be in excess of twelve 
(12) months from the effective date of termination of this Agreement. In 
the event Pontiac does not locate a sublessee or assignee, or arrange for the 
cancellation of Dealer’s lease or leases, or sublet the premises, as provided 
above, Pontiae will pay as reimbursement to Dealer for the monthly rental 
specified in Dealer's lease and paid by Dealer for a period of twelve (12) 
months after the effective date of termination, or for the balance of the term 
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of the lease, whichever shall be the lesser, (1) a fair monthly rental, as of 
the date of termination, as determined by three real-estate appraisers, one 
selected by Pontiac, one selected by Dealer and the third selected by the 
other two appraisers, or at the option of Pontiac, (2) the monthly rental 
specified in the lease. 

(c) If, for a period of more than one (1) month immediately following 
the effective date of termination, the premises involved or any part thereof 
are occupied by Dealer or by anyone else for business or any other purpose, 
Pontiae will be discharged from its obligation hereunder to reimburse Dealer 
for rental paid as aforesaid with respect to any month for any part of 
which the premises or any part thereof are so occupied; provided, however, 
that where the dealership premises consist of more than one parcel of prop- 
erty or more than one building, each of which is separately useable, distinct 
and apart from the whole premises or any other part thereof, with appro 
priate ingress and egress, each such parcel or building may be considered 
separately for the purpose of this subsection 26B3(c). 

(d) If requested by Pontiac, Dealer shall use its best efforts to effect a 
settlement of any lease or leases with the Lessor or Lessors to the same 
extent as if Pontiac were not obligated, as provided herein, to assist Dealer 
in the liquidation of Dealer’s obligations under any existing lease or leases, 
but any settlement shall be approved by Pontiac before being finally accepted 
by Dealer. Any reduction rental as a result of any such settlement shall 
proportionately reduce Pontiac’s obligation hereunder. 

(e) If the premises involved are also used by Dealer in the performance 
of Dealer’s obligations under one or more other dealer or distributor 
Agreements with Chevrolet, Oldsmobile, Buick, Cadillac or GMC Truck 
& Coach Divisions of General Motors Corporation, which are terminated 
simultaneously with the termination of this Agreement, such other Divi- 
sion or Divisions of General Motors Corporation will arrange with Pontiae 
as to which Division will assume the obligations to Dealer under this subsec 
tion 26B, and Dealer will be so notified in writing. 

(f) Upon receipt of a bona fide offer from a prospective tenant or tenants 
satisfactory to the Lessor or Lessors, Dealer will sublet Dealer’s premises 
or assign the lease or leases thereon. In the event Pontiac arranges a can- 
cellation of the lease or leases on Dealers’ premises without cost to Dealer, 
Dealer will execute a cancellation agreement with the Lessor or Lessors. 
The failure of Dealer to sublet the premises, to assign the lease or leases, 
to execute a cancellation agreement with the Lessor or Lessors or to use its 
best efforts if requested, to effect a settlement, all as provided above, shall 
constitute a complete release of Pontiac from any further obligations under 
this subsection 26B. 

(g) Any application for assistance from Pontiac under the provisions of 
this subsection 26B must be made to Pontiac in writing within thirty (30) 
days from the effective date of termination, and if Pontiae does not receive 
a written application for such assistance within that time, Pontiae shall 
be released from any and all obligations hereunder. 

(h) In the event Dealer’s obligations under existing leases are not other- 
wise liquidated and Dealer is entitled to reimbursement from Pontiac under 
the provisions hereof for any rentals paid by Dealer, Dealer shall file its 
claim for such reimbursement with Pontiac within two (2) months after 
the expiration of the period covered by such claim. Pontiac shall have 
access to and may audit Dealer’s books and records insofar as may be 
necessary to verify claims filed under this subsection 26B. 

(i) The term “Dealer” as used herein shall be interpreted to include 
Dealer’s executor(s), administrator(s) or representative(s) in the event 
the Selling Agreement is terminated in accordance with the provisions of 
subsection B(3) of Section 23 hereof. 

C. Negotiations 

The provisions of subsections 26A and 26B dealing as they do with situations 
as they will arise in the future must of necessity be stated in broad terms, and 
to accomplish the fair and equitable results intended all negotiations and trans- 
actions contemplated by subsections 26A and 26B will be carried on in the 
utmost of good faith on the respective parts of both Dealer and Pontiac. 
D. Termination Due to Death of Dealer 


If this Agreement is terminated due to the death of Dealer or any person 
named in Paragraph Third hereof, Pontiac, if requested to do so, and without 
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assuming any legal obligations or lability with respect thereto, will rend: 
assistance to the representatives of the estate of Dealer in locating a purcha 
or lessee for any premises owned by Dealer and used in the performan 
Dealer's obligations under this Agreement at the time of said termination 


GENERAL PROVISIONS 
27. Supplemental Provisions 


In view of the extended term of this Agreemeent and the desire of Dealer 
Pontiac to keep the provisions hereof current with the distribution practices 
the automobile industry, which practices may vary from time to time as 
result of the enactment of federal or state laws or new or different interpretat 
by the courts or governmental agencies of existing laws, it is agreed that this 
Agreement may be supplemented at any time to include provisions relating t 
general subject matters of “bootlegging,” ‘territory security,” and “set 
responsibility,” as those terms have been used or interpreted by Congressi 
Committees or Subcommittees in hearings or in proposed legislation, prov 


that such supplemental provisions are incorporated in the Selling Agreement 


ll other Pontiae dealers, in jurisdictions in which such provisions are no 
hibited by state or local laws. 


28. Dealer Not Made Agent or Legal Representative of Pontiac 


This Agreement of which these Terms and Conditions are a part does 
constitute Dealer the agent or legal representative of Pontiae for any purpos: 
whatsoever. Dealer is not granted any express or implied right or author 
to assume or to create any obligation or responsibility in behalf of or in t) 
name of Pontiac or to bind Pontiac in any manner or thing whatsoever. 


29. Responsibility for Dealer’s Commitments 


Except insofar as it is specifically provided otherwise in this Agreement, D« 
shall be solely responsible for any and all obligations or responsibilities incurr 
or assumed by Dealer in the performance of this Agreement. 


30. Local Taxes 


Dealer hereby certifies that all motor vehicles and chassis, parts, accessorie 
and items similar thereto purchased from Pontiac are for resale in the courss 
Dealer’s business. Dealer further certifies that Dealer has obtained any lice: 
required to collect sales or use taxes incurred in any such resale transactio! 
and that the number, if any, of such license has been or will be furnished 
Pontiac. Dealer agrees, as to any such motor vehicles and chassis, part 
accessories, or items similar thereto which are withdrawn from stock and put 
a taxable use in lieu of or prior to resale, and as to any tangible property whi 
Dealer purchases for use and not for resale, to pay directly to the appropriate 
taxing authority any sales, use, or similar taxes incurred by such use or purchast 
to file any tax returns required in connection therewith, and to hold Pont 
harmless from any claims or demands made by such taxing authority with respe 
thereto. 

31. Notices 


Any notice required to be given by either party to the other under o! 
connection with this Agreement shall be in writing and delivered persona 
or by mail. Notices to Dealer shall be directed to Dealer, or its representative 
Dealer’s place of business; notices to Pontiac shall be directed to the Zor 
Manager of the area in which Dealer is located. 


32. No Implied Waivers 


The failure of either party at any time to require performance by the other 
party of any provision hereof shall in no way affect the full right to require suc! 
performance at any time thereafter. Nor shall the waiver be either party of a 
breach of any provision hereof constitute a waiver of any succeeding breach of 
the same or any other such provision nor constitute a waiver of the provis! 


1 


itself 





tz 
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oo. Applicable Law 
This Agreement is to be governed by and construed according to the laws of 
he State of Michigan. If, however, any provision in anywise contravenes the 
iws of any state or jurisdiction where this Agreement is to be performed, such 
vision shall be deemed not to be a part of this Agreement therein. 


34. Sole Agreement of Parties 


There are no other agreements or understandings, either oral or in writing, 

etween the parties affecting this Agreement or relating to the sale or servicing 
f Pontiae motor vehicles, chassis, parts, or accessories. 

This Agreement cancels and supersedes all previous agreements between the 

ties 

No change in, addition to, or erasure of any printed portion of this Agreement 

filling in of blank lines) shall be valid or binding upon Pontiac unless 

he same is approved in writing by the General Sales Manager of Pontiac 


No agreement between the parties which is at variance with any of the pro- 


Px ept the I 


imposes definite obligations upon either party 


h r pa 
ecifically imposed by this Agreement or which is intended to be effective 


performed following the expiration or other termination of this Agreement 


ns of this Agreement or whi 


| poses obligations or extends the time for performance thereof other than 
vided in this Agreement shall be binding upon either party unless it bears 
imile signature of the Genera Sales Manager and except tor Denler 
Lists, is countersigned by an Assistant General Sales Manager, a Regional 


HIS AGREEMENT, effective the first day of March A. D. 1956, by and 


1 Motors Corporation, hereinafter called 


dividual, copartnership, or a corporation of ss a 
i{ T (¢ ty ST 
( ter called Deale1 
( \ \ l ‘OS I I 4 
he purpose of this Selling Agreement is to set forth the functions and responsi- 
f the parties in the sale by Pontiae to Dealer of the motor vehicles, 
parts and accessories covered by this Agreement and the resale of those 
a 
9 
ic 
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and Dealer acknowledges, that Dealer will actively, aggressively, and honest 
promote the sale of the motor vehicles, chassis, parts and accessories covered 
this Agreement to customers in its trade territory and give to the public prom 
efficient, and courteous service; and that Dealer will conduct its business i1 
manner that will reflect favorably upon the Dealer and its operations, Pont 
nd Pontiae products and will preserve the good will of the Dealer and its ops 
tions and the manufacturer, as well as the product good will that has br 
created by the production of motor vehicles, parts and accessories of the highe 
quality and design. 

Dealer has elected to enter into this Selling Agreement with Pontiae becau 
of its knowledge of the Pontiac reputation for integrity and fair business practice 
and of the customer acceptance for Pontiac products. Dealer expects of Pontia 
and Pontiac acknowledges, that Pontiac will produce and provide, at fair 
competitive prices, motor vehicles, parts and accessories that are saleable 
Dealer’s territory and of a quality and design that under normal conditions a1 
when properly adjusted and maintained, will give good performance for their 
owners; that, insofar as possible, Pontiac will make such products available 
quantities to meet Dealer’s reasonable requirements in Dealer’s trade area; that 
Pontiac will assist in creating a demand for such products by advertising 
various advertising media; and that Pontiac will assist Dealer in the sal 
such products by making av: 





lable to Dealer, sales assistance and advice, ad 
vertising materials and campaigns, and instructions in sales and _ busine 
methods 

IN CONSIDERATION of the foregoing and of the promises hereinafter mad 
by the parties to each other, it is agreed as follows: 

FIRST: Subject to the terms and conditions hereof, Pontiac will sell and 
Dealer will buy Pontiac motor vehicles and chassis with Dealer having the 
obligation to develop properly the sale thereof at retail particularly in the foll 
Ing area: 


SECOND: The terms and conditions set forth in the attached “Terms and C 
ditions—Dealer,” bearing Form No. C—451—Pontiac—56 are hereby made a part of 
this Agreement with the same force and effect as if set forth at length herein 

THIRD: This is a personal contract, being eutered into in reliance upon and in 
consideration of the personal qualifications of and representations with respect 
thereto of the following named persons, who actively and substantially partici 
pate in the ownership or in the operations, or both in the ownership and in the 
operations of the Dealer : 


PARTICIPATION IN DEALERSHIP 


Ownership Operation 


The individual or individuals designated shall be responsible for any act or 
omission of any of Dealer’s agents or employees which may be contrary to the 
purposes and objectives of this Agreement or the obligations of Dealer here 
under. Dealer shall not transfer or assign nor attempt to transfer this Agree 
ment or any right or obligation hereunder. Dealer shall not make nor suffer 
to be made any change in the ownership, financial interests or active manage 
ment of Dealer without the prior written approval of Pontinc. 

FOURTH: This Agreement shall continue in force and govern all relations and 
transactions between the parties hereto until terminated pursuant to the terms 
and provisions hereinafter provided in Section 25. 

FIFTH: This Agreement is not valid until and unless it bears the facsimile 
signature of the General Sale Manager and is countersigned by an Assistant Gen 
eral Sales Manager, a Regional Manager, or Zone Manager of the Pontiae Motor 
)Division—General Motors Corporation 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement 


juplicate as of the day and year first above written 


Dealer__ = _ PONTIAC Moror DiIvIsion, 
Firm Name General Motors Corporation. 
-- - IhRANK BRIDGR, 


Officer of Firm and Title General Sales Manager. 


Officer of Firm and Title By . - - . 
n and State cage ; Zone Manager. 
Vitness 
If executed by a representative of Dealer, title such as President, Partner, 
j 


must be indicated, ) 


If Dealer is a corporation, show State in which incorporated : 





GENERAL MOTORS CORPORATION—PONTIAC MOTOR DIVISION 
DEALER SELLING AGREEMENT 


TERMS AND CONDITIONS—DEALER 


The following Terms and Conditions have by reference been incorporated in 


1 made a part of the Selling Agreement which shall apply to and govern all 
sactions, dealings, and relations between the parties: 


SELLING RIGHTS, TERMS, AND CONDITIONS OF SALE 
1. Dealer’s Selling Privilege 


Dealer is granted the non-exclusive privilege of selling new Pontiac motor 
icles and chassis and the non-exclusive privilege of using the word ‘Pon- 

and the Pontiac trade-mark or trade-marks, including the distinctive out 
e or form thereof, as applied to Pontiac motor vehicles and chassis, parts 
a accessories. 


2. Handling of Dealer’s Orders 


Three Months’ Retimate of Requirements 


I'o enable Pontiac to establish production schedules, and to place orders with 

uppliers on the basis of the lead time normally required in the automobile 
iss production industry, and to have such schedules reflect the best combined 

nate of Pontiac and its dealers of Pontiac motor vehicle and chassis require 
ents for future retail deliveries, Dealer will, unless otherwise advised by 
ontiac, furnish Pontiae every month, on forms provided by Pontiac, an estimate 
Dealer's requirements of new Pontiac motor vehicles and chassis for the 


ieXt three (8) calendar months, each month's estimate to be shown separately. 
len-Day Report 


To assist Pontiac in the evaluation of current market trends and in the adjust 
ent of established future production schedules, as well as current production 
hedules to the extent possible, Dealer will furnish Pontiac, every ten (10) days, 

h a report known as the “Ten-Day Report” on forms supplied by Pontiac 


Such report shall show retail sales of both new and used cars made during 


iid period, new and used car stocks, and unfilled orders on band at the end 
if said period, 


Orders 


Dealer shall submit orders for Pontiac motor vehicles and chassis to Pontiac 
cceptance at mutually satisfactory periods. Such orders shall be submitted 

on order forms supplied by Pontiac. Accepted orders for any standard prod 
ts not shipped during the month for which delivery was scheduled will remain 
n effect unless cancelled in whole or in part by either party upon written notice 


to the other. However, orders for “special” motor vehicles and chassis, accepted 


Pontiac for the convenience of Dealer, may be cancelled only by Pontiae. 
\ny motor vehicle or chassis which differs from Pontiae’s standard specifi- 
tions and/or incorporates special equipment, and which because of such dif 


ference in specifications or increase in price has only a limited use or market 


ity, Shall be considered “special”. 
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D. Failure to Fill Orders 


Pontiae shall not be liable for failure or delay in filling orders of Dea 
which have been accepted by Pontiac, where such failure or delay is due, 
whole or in part, to any labor, material, transportation, or utility shortage 
curtailment, or to any labor trouble in the plants of Pontiac or its suppliers 
to any cause beyond the control or without the fault or negligence of Ponti 
Dealer shall not be liable for any failure to accept shipments of products ordered 
from Pontiac, where such failure is due to any labor trouble in Dealer’s esta} 
lishment or any cause beyond the control or without the fault or negligen 

f 


Ol Ly aier. 
3. Payment by Dealer 


Dealer shall pay Pontiac for each shipment of new Pontiac motor vehicles 
and chassis, Dealer’s price established by Pontiac and in effect at the time « 
such shipment, together with a factory handling charge determined by Ponti: 
which shall include reimbursement to Pontiac for any tax which it has 

urred or agreed to pay on any such motor vehicles or chassis, on the foll 
Ing terms: Cash, sight draft, or sight draft with bill of lading attached pay 

th « ection charges. Dealer shall pay interest on all drafts in the amou 


i from the dates specified therein 





t, Car Shipments 





vod f Shipment 
| tezrate the shipment of assembled vehicles from plant sites with 
ng ! ductior I e required shij g facilities and 
, ite l expr ling and transportation of vehicles by cai 
Por \ select the d bution point and the mode of transportatiol 
i will endeavor, whenever } ticable, to 1 w Dealer's requests 
! f uiting and mode of transportation. Pontiac will prepay all charge 
including transportation charges, for the delivery of motor vehicles and chas 
ve » Dealer hereunde 
dD i; Charges 
In addition to the prices and charges otherwise provided for herein, D¢ 
‘ Pontiac the destination charges established by Pontiae and in et 
the me of shipment for motor vehicles and chassis delivered to Dealer here 
dle Pontiac has the right at any time to change destination charge 
issue new applicable bulletins, and, if necessary, new applicable Price Lists. 


a hility for Demurrage 
Dealer shall be responsible for and shall pay any and all charges for demur 


e, Storage, or other charges accruing after arrival of such shipment at dest 


D. Diver i 
If rsions are made upon Dealer’s request or as a result of Dealer’s failure 
or refusal to accept motor vehicles or chassis that may be shipped Dealer o1 
Dealer’s orders, unless such failure or refusal is excusable under the provisions 
’ Section 2D hereof, Dealer will assume responsibility for and pay the additional 


charges and expenses incident to such diversion. 
I Claims 


All claims for loss of or damage to shipments of motor vehicles and chassis 


shipped hereunder while in the possession of the transportation agency shall be 
submitted to Pontiac by Deal Within twenty (20) days after date of delivery 
of shipment to Dealer. 


5. Change in Pricing 


1. Right to Change Prices 


Pontiac has the right at any time to change prices, discounts, terms and provi- 


sions affecting any current models or body types of motor vehicles or chassis, 
and to issue new applicable Price Lists or bulletins. 
If Pontiae changes prices, discounts, terms and provisions, such changed prices 
yrovisions Shall apply to all motor vehicles and chassis or 


inshipped by Pontiac at the time that the Same are made 
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B. Price Increases 

Except with respect to the pricing of new yearly models or body types at the 
introduction thereof, Pontiac shall give written notice to Dealer of any change 
increasing the price to be paid by Dealer before shipping any current motor vehi 
cles or chassis to which such change is applicable. Upon receipt of such notice, 
Dealer may cancel or modify orders for motor vehicles or chassis to which any 
such change applies, provided written notice of cancellation is delivered to 
Pontiue within ten (10) days after receipt by Dealer of Pontiae’s notice All 
unshipped orders not cancelled as provided herein shall remain in effect for 
delivery in accordance with said change. 
C. Price Reductions 

If Pontiae reduces the list price on any of its current models or body types of 
motor vehicles or chassis, Pontiae will refund or credit as an allowance to Dealer 

all new and unused motor vehicles and chassis of current model and body type, 
purchased from Pontiac or purchased from another authorized Pontiae dealer 
during the twelve (12) months immediately preceding the date of such reduction 
and carried in Dealer’s stock as new and unsold at the time such reduction is 
made, an amount equal to the difference between the price Dealer shall have 
paid ontiac, or would have paid Pontiae if such units had been purchased from 
Pontiac, for any Such motor vehicles or chassis and the reduced amount then 
payable for the same; provided, however, that no refund will be made upon any 
motor vehicle or chassis used by Dealer for demonstration purposes, nor will 
any such refund be granted unless written claim therefor, properly documented 
with supporting data, be made by Dealer in writing within thirty (30) days from 
the date that such reduction becomes effective. In the case of motor vehicles ot 
chassis purchased by Dealer under a title retaining instrument Pontiac reserves 
the right to pay such difference in price to the holder of the instrument fot 
account of Dealer. 

6. Model Change 


In the event that Pontiae shall, at any time, discontinue current models and 
hody types of Pontiae motor vehicles or chassis, and substitute in place thereof 
ew models and body types, Pontiac will make an allowance to Dealer on the 
total number of new unused motor vehicles and chassis of such discontinued 
models or body types purchased from Pontiac, or from another authorized Pon 

ic dealer, prior to such model change and still in Dealer’s stock unsold on the 
date hereinafter specified 

The amount of such allowance and the time of payment shall be determined by 
Pontiac. Such allowance, however, shall in no case be less than five percent 
5%) of the list price of Pontiac motor vehicles and chassis of such models and 
body types about to be discontinued. 

The allowance will not be made on any motor vehicles or chassis used by 
Dealer for demonstration purposes. 

The date on which Dealer's stock of discontinued models shall be determined 
shall be either the Announcement Day designated by Pontiac on which the new 
nodels and body types are officially announced to the general public (local pre- 
view announcements excepted), or a date prior thereto designated by Pontiac 

All claims for the allowance must be made in writing within thirty (30) days 
from the Announcement Day or the prior date designated by Pontiac, as the case 
may be, and must be properly documented with supporting data. If Pontiae 
elects to designate a date prior to Announcement Day, Pontiac will make the 
same allowance with respect to purchases by Dealer from Pontiac of correspond- 
ing Pontiae motor vehicles and chassis of those models and body types about to 
be discontinued made between said designated date and Announcement Day. 


7. Model Change at Reduced List Price 


If, at the time new models or body types are announced, the list prices of such 
new models or body types are reduced from the list prices of the Same model or 
hody type of the discontinued series, Pontiae will refund or credit to Dealer a 
proportionate amount on the price paid to Pontiae by Dealer, or the price Dealer 
would have paid to Pontiac if such units had been purchased from Pontiac, for 
those new unused motor vehicles and chassis of the discontinued series purchased 
from Pontiae or purchased from another authorized Pontiac dealer which are 
in Dealer’s stock unsold at the time such new models and body types are an 
nounced, provided, however, that such refund will not be paid in the case of such 
radical changes in size, design and price as to make such new models and body 
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types, for all practical purposes, a new and different series or line of mot 


vehicles. In the latter event Pontiac will make such refund or allowance 
Shall, in its opinion, seem equitable under the. circumstances. 

Dealer will be entitled to receive the refund allowable under this Section 
addition to such allowance as Dealer may be entitled to under Section 6. 


8. Change of Design 
Pontiac may change the design of any new Pontiac motor vehicle, chassis. 


cessories, or parts thereof at any time without notice and without obligatior 
make the same or any similar change upon any Pontiac motor vehicle, chas 


accessories, or parts thereof previously purchased by or shipped to Dealer or by 


ing manufactured or sold in accordance with Dealer’s orders. Such chai 
Shall not be considered Model Changes as contemplated by Section 6 hereof 


9. Warranty 


There are not warranties, expressed or implied, made by Pontiac to Dealer 
the Pontiac motor vehicles, chassis, or parts furnished hereunder except to 
extent comprehended in the following : 

“The Manufacturer warrants each new motor vehicle, including all eq 
ment or accessories (except tires) supplied by the Manufacturer, chassi 
part manufactured by it to be free from defects in material and workn 
ship under normal use and service, it obligation under this warranty be 


limited to making good at its factory any part or parts thereof which sha 


Within ninety (90) days after delivery of such vehicle to the original p 
chaser or before such vehicle has been driven 4,000 miles, whichever ev: 
shall first occur, be returned to it with transportation charges prepaid 
which its examination shall disclose to its satisfaction to have been 1 


defective this warranty being expressly in lieu of all other warranties, ey 


pressed or implied, and all other obligations or liabilities on its part, and 


neither assumes hor authorizes any other person to assume for it any oth 


liability in connection with the sale of its vehicles. 

“This warranty shall not apply to any vehicle which shall have been 
paired or altered outside of an authorized Pontiac Service Station in 
way so as in the judgment of the Manufacturer to affect its stability 
reliability, nor which has been subject to misuse, negligence, or accident 


10. Parts and Accessories 
A. Selling Rights 
Pontiac hereby grants to Dealer the nonexclusive right to sell new Pont 
parts and accessories and Pontiac will sell Dealer direct or through a designat 
parts warehouse, such new Pontiac repair parts and accessories. 
“Pontiac parts and accessories” as used in this Agreement are defined as bei 
parts and accessories manufactured by or for Pontiac, designed for use on Pont 


motor vehicles or chassis, and distributed by Pontiac or any division or subsidia 


of General Motors Corporation. 


B. Prices 


Sale of parts and accessories to Dealer will be made according to the prices 
terms, and provisions established by Pontiac and in effect at the time of shi 


ment. 
C. Billing and Payment 

The parts and accessories account of Dealer is due and payable, as per stat 
ment rendered, on or before the date specified by Pontiac If Pontiac for reas 
of credit deems it necessary to place shipments on a C. O. D. basis, collect 
charges, if any, are to be paid by Dealer. 
D. Return of Defective Parts and Accessories 

After notifying Pontiac and receiving specific shipping instructions there! 


from Pontiac, Dealer may return for credit defective Pontiac parts and acces 


sories purchased direct from Pontiac or acquired as the result of performil 


warranty adjustments in accordance with the provisions of subsection 19F he 
of, at the then current dealer net price of such parts or accessories plus ten pr 
cent (10%); such parts and accessories to be packaged or crated and shipp« 


transportation charges prepaid. Dealer will be reimbursed for transportati 
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charges prepaid by Dealer on authorized shipments of defective parts and acc 


E. Return of Inactive Parts 
In the event Dealer develops an inactive stock of Pontiae parts, or for amy 
her reason desires to liquidate a portion of its parts stock, Dealer may submit 
to Pontiae a list of those parts purchased direct from Pontiac, in good condition 


and unused, which Dealer desires to return for credit. Pontiac shall promptly 
review said list and notify Dealer as to which parts will be accepted, the prices 
therefor and the proper shipping instructions. Thereupon Dealer may package 


r crate and ship such parts, transportation charges prepaid, in accordance with 
Pontiac’s instructions. 

FP. Right to Return Parts Within Ninety days Lecessories Within Thirty Daus 
Dealer may return any new Pontiac part purchased direct from Pontiac, which 
re in good Condition and unused, for credit within ninety (90) days after receipt 
ereof by Dealer. Dealer may also return any new Pontiac accessories, anti 
reeze, and other service supplies purchased direet from Pontiac, which are in 
od condition and unused, for credit within thirty (80) days after receipt thereof 
by Dealer; provided further, however, that if Dealer shall have purchased ac 
sories direct from Pontiac for use in connection with specific motor vehicles for 
vhich orders have been placed with and accepted by Pontiac and such motor 


+} 


vehicles are not shipped to Dealer prior to the introduction of new motor vehicle 


diels, thereby cancelling such orders, then to the extent such accessories are 
iseuble on the new models and are in excess of Dealer’s requirements they 

v also be returned to VPontiae for credit Such parts, accessories, and service 
pplies shall be packaged or crated and shipped to the destination specified by 
Pontine, transportation charges prepaid. Credit on new Pontiae parts and ae 
essories will be at Dealer’s net cost. Dealer shall be entitled to return acces 
ories whether same were purchased separately or shipped on or with a new 


tiae motor vehicle. 
Dealer, however, will not be entitled to return materials which are acquired or 
ated specially by Pontiac upon Dealer's order for a particular service order 
r car, including unlisted parts or assemblies and any cut or fabricated up 
ery or trim items. 
OPERATING REQUIREMENTS 


11. Dealer’s Place of Business 


In order to provide product representation commensurate with the good will at 
hed to the name “Pontiac” and to facilitate the proper sale and servicing of 
Pontiac motor vehicles, chassis, parts and accessories, Dealer will maintain a 

ice of business satisfactory as to appearance and location, and adequate in size 
d Jay-out for new car sales operations, service operations, parts and accessories 
es, and used car sales, and will maintain the business hours customary in the 
Once Dealer is established in facilities and at a location mutually satisfactory 
» Dealer and Pontiae, Dealer will not move to or establish a new or different 
mn, branch sales office, branch service station, or place of business includ 


ng any used-car lot or location without the prior written approval of Pontiac. 


12. Capital Requirements 

Since the amount and structure of working capital and net worth required to 
indle properly the business to be conducted by Dealer hereunder depends upon 
iny factors, including size of market, sales and service facilities required, 
cipated volume, and others, and since Pontiac has set standards for the 
pital and net worth of all its dealers based on Pontine’s past experience, 
ealer, at the time of execution of this Agreement, shall esablish its owned net 
King capital and net worth in the respective amount and form specified by 
Pontiae If, subsequently due to changed conditions, the amount of owned net 
orking capital or net worth should be materially increased or decreased. or if 
e way in which either is set up should be changed in any respect for the proper 
ng of Dealer’s business, Dealer and Pontiae will negotiate to establish a 
eVised amount and structure of working capital or net worth to meet such 
langed conditions, and Dealer will meet such revised capital requirements 

Within the time agreed upon. 
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13. Accounts and Records 








1. Uniform Accounting System 

It is to the mutual interests of Pontiac and Dealer that uniform account 
Systems and practices be maintained by dealers in order that Pontiae may 
velop standards of operating performance which will enable dealers to obtaiz 
he most satisfact results from the sales potentials assigned to them, a1 
which w enable Pontiac to prepare composite dealer profit statements pe 
odically to guide Pontiac in formulating policies beneficial to the deale 
Interests 


Accordingly, Dealer will use and keep up to date a satisfactory uniform 


d will furnish to Pontiae } 


I 
the tenth of each month a complete and accurate financial and operating st 


ment with supporting data covering the preceding month’s operations, showy 
the true and actual condition of Dealer’s business. Dealer will maintain s 
system in accordance with the Accounting Manual prescribed by Pontiac 


B. Examination of Accounts and Records 

In order to assure the maintenance of an accounting system of a type des 
nated by Pontiac, Dealer will permit an examination of its accounts and records 
to be made by a person or persons, either in the employ of Pontiac or acceptal 


} 


to Pontiac A copy of the report of such examination will be furnished to bot 
14. Sale of Motor Vehicles 


Dealer shall provide satisfactory sales performance and render satisfacto 
service to owners in the area described in Paragraph First. Evaluation ¢ 
Dealer sales performance shall be based on the relationship of Dealer's sales of 


{ 


new Pontiac passenger cars in such area, to the sales of other makes of passer 


ger cars directly competitive therewith both in price and in product in such area 
s compared to a similar relationship of the sales of new Pontiac passenger Cars 
to other makes of passenger car erewith specifically 
the Pontiae Zone area wherein Dealer is located, but not necessarily to the ey 
clusion of the Pontiac Regional area or the National area. Such evaluation sha 


s directly competitive tl 


be based on records generally accepted for such purposes by the automobile 
MUST and shall also take into account other pertinent factors, Sueh as the 

end of Dealer’s sales performance over a reasonable period of time, the avai 
ability and the delivery of Pontiac passenger cars to Dealer, and local conditions 
directly affecting such sales performance 

Where one or more other Pontiac dealers are located within the area describe 
n Paragraph First, the evaluation of the combined sales performance of a 
Pontiae dealers in such area shall be made as provided above, and Dealer shal 
contribute its fair share to the sales performance rating for the area. In evaluat 
ing Dealer’s contribution to the sales performance rating for such area considera 
on shall be given to such factors as Dealer’s sales performance over a reason 
able period of time, the availability and delivery of Pontiac passenger cars to 
Dealer, the geographic location of Dealer’s place of business and the general 
shopping habits of the buying publie within such area, Dealer’s sales participa 
tion experience within such area, and Dealer’s standard of sales participatior 
within such area (if any) previously determined and accepted by Dealer an 
Pontiac 

15. Sales Staff 

Dealer shall 

tions organization adequate to take care of the sales potential of the area de 


seribed in Paragraph First. 


maintain a staff of salesmen and a selling and customer rel: 


16. Sales and Service Records 


In furtherance of the purposes, objectives, and obligations provided for in this 
Agreement, Dealer will keep complete and up-to-date records regarding the sale 
and servicing of new Pontiac motor vehicles and chassis and will permit Pontia: 


all reasonable times in business hours to inspect such records. 
17. Customer Complaints 


Dealer will receive, investigate and handle all complaints received from cus 


omers or prospective customers with a view to securing and maintaining the 


rood W of the public toward Dealer, Pontiac and Pontiac products. 
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IS. Treatment of Purehasers 


Informing Purchasers as to Details of Their Purchases 


Dealer will inform retail purchasers of Dealer's delivered prices and w 


hem itemized invoices covering the details of their purchases. 


Re prese) tations as to Conte / ts of Ch ardes 


Dealer will not make any misleading statements or misrepresentations as to 
tems making up its total selling price, or as to the prices related to suel 
tems, nor make any statements intended to lead any purchaser to believe that 
eater portion of the selling price of a new Pontiac motor vehicle or chassis 
t 





resents destination charges and factory handling charges than the amounts of 


such items actually charged to and paid for by Dealer 


C. Right of Retail Purchaser to Buy a New Car Without Purcha ng Optional 


Equipment or Accessories 


Dealer recognizes that a retail customer has the right to purchase new Pontiac 
motor vehicles without being required to purchase any optional equipment or 
cessories and Dealer, therefore, will either remove any optional equipment or 
essories Which the purchaser does not want, or will immediately order a new 


Pontiac motor vehicle without such optional equipment or accessories. 


idvertising 
Both Pontiae and Dealer recognize the need of maintaining the highest stand 
rds of ethical advertising at all times in order to secure and maintain public 
nfidence in Dealer, Pontiac, and Pontiae products 
Accordingly, Pontiac will not publish, cause to be published, encourage, or 
pprove any advertising relating to Pontiae products which is likely to mislead 
deceive the public, and Dealer will not publish, cause to be published, or ap 
ove any advertising relating to Dealer’s sale of Pontiac products which is 
kely to mislead or deceive the public. 


19. Care of Vehicle 


Conditioning of New Motor Vehicles 
i 


Dealer will condition each new motor vehicle and chassis before delivery, in 

cordance with Fontiaec’s predelivery inspection schedule 
B. Owner’s Service Policy 

Dealer will execute and deliver to each person who purchases a new Pontias 
motor vehicle or chassis from Dealer, an “Owner’s Service Policy,” on forms 
furnished by Pontiae. Dealer will promptly perform and fulfill all the terms 
ind conditions of said Policy and authorizes Pontiae to charge its account at 
the uniform rate established by Pontiac for coupons covering inspections on new 
Pontiac motor vehicles sold by Dealer and performed by other Pontiac dealers 
inder such “Owner's Service Policy.” 


C. Stock of Parts 

Dealer will carry in stock at all times during the life of this Agreement an 
adquate number and assortment of parts and accessories to render proper sel 
vice to owners of Pontiac motor vehicles and chassis. 


D. Representations as to Parts 

Dealer will not sell, offer for sale, or use in the repair of Pontiae motor vehi 
cles and chassis as new Pontiae repair parts, any part or parts which are not 

fact new Pontiae repair parts as defined in subsection A of Section 10 of this 
Agreement 
A. Mechanical Staff 

Dealer will employ a sufficient number of competent mechanics to meet ade 
quately the service requirements of the Pontiac owners. 
F. Warranty Adjustment 

Dealer will replace any defective part or parts in fulfillment of the warranty 
set forth in Section 9 hereof without expense to the owners of such vehicles. For 
such warranty work and for other policy and warranty work performed by Dea 
er for Pontiaec’s account Poutiae will reimburse Dealer therefor as follows: 


Parts In the replaced part or parts are returned to and found by Pon 


' l 


tiac to be defective, Pontiac will pay or credit to Dealer an amount equa 


2438-—5¢ rt 
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to the then current Dezler net price of such part or parts plus ten per 


(10%) The return of such parts to Pontiac shall be made in accorda 
with the provisions of subsection 10D hereof 
Labo Pontiae will pay or credit Dealer on the basis of the Pontiac ] 


Rate System of time allotments as recommended and furnished by Pont 

at one hundred percent (100%) of the labor rates related thereto as ag: 

upon with Pontiac. 
G. Customer Relationship 

Dealer will make every reasonable effort to satisfy owners of Pontiae m 
vehicles and chassis and all persons purchasing Pontiae motor vehicles and c} 
sis from the Dealer, and will establish regular contact either by correspond: 
or personal interview, with such owners or purchasers. All complaints rece 
by Dealer, which cannot be readily remedied, shali be promptly reported 
detail to Pontiac. 
20. Signs 


Dealer will purchase, ¢rect and maintain at Dealer’s expense the following 


Slgns : 


1. Product signs.—A standard product electric sign in a conspicuous ]} 
outside Dealer’s showrooms provided the erection thereof is not prohil 
by municipal ordinance or statute. 

B. Service sign.—A standard authorized service sign in a suitable locat 
on the outside of Dealer’s place of business. 

©. Other necessary signs. Such other signs as are necessary to adve! 
Dealer’s business properly on a basis mutually satisfactory to both Ponti 
and Dealer. 


21. Pontiac Name and Trade-Marks 


1. Pontiac’s exclusive rights 
Pontiac is entitled to the use of the word “Pontiac,” and the Pontiac tr: 
mark or trade-marks, including the distinctive outline or form thereof, as 


plied to motor vehicles and chassis, parts, and accessories 


B. Discontinuance of use upon termination 

If the word “Pontiac” is used in the name under which Dealer’s business 
conducted or the word “Pontiac” or any Pontiac trade-mark, including the d 
tinctive outline or form thereof, is used in any sign or advertising displayed | 
Dealer, Dealer will upon termination of this Agreement, or upon the request 
Pontiae discontinue the use of the same. Thereafter Dealer will not use, eithe 
directly or indirectly, in connection with any motor vehicle business, any Pontia 
trade-mark, including the distinctive outline or form thereof, the word “Pontiac 
or any other name, title, expression, or mark so nearly resembling the same as 
to be likely to lead to confusion or uncertainty, or to deceive the public. If 
Dealer is a corporation in whose corporate name the word “Pontiac” is use 
Dealer will promptly have the corporate name changed, eliminating said word 
“Pontiac” therefrom 


C. Dealer’s liability for failure to discontinue use 

If Dealer, after termination of this Agreement, shall refuse or neglect to keep 
and perform the provisions of subsection B above, Dealer shall reimburse Pontia 
for all costs, attorneys’ fees, and other expenses incurred by Pontiae in connes 


tion with legal action to require Dealer to comply therewith. 
22. Advertising and Promotional Fund 


In order to give Pontiae dealers the advantage of a comprehensive and coordi 
nated dealer advertising program, an Advertising and Promotional Fund, com 
posed of a dealer portion and a factory portion, has been established and is 
idministered by Pontiac in accordance with the provisions set forth in the 
Pontiae Dealer Price List. 

1. Dealer Contributions 

Pontiae will collect the amount set forth in the Pontiac Dealer Price List as the 
‘Dealer Contribution” for each new Pontiac motor vehicle and chassis purchased | 
and paid for by Dealer, and such amount will be credited to the dealer portion 
of the Fund for the account of Dealer. 
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Factory Contributions 
Pontiae will pay into the Fund the amount set forth in the Pontiac Dealer 
Price List as the “Factory Contribution” for each new Pontiae motor vehicle 
nd chassis purchased and paid for by Dealer, and such amount will be credited 
» the factory portion of the Fund. 


Vodification of Advertising Program 

During the term of this Agreement the provisions of the aforesaid advertising 
rogram may be modified from time to time either to limit its application and 

verage or to broaden its application and coverage to include such items as 
les promotional activities. Likewise, the amount of the Dealer and Factory 

ntributions for each new Pontiae motor vehicle and chassis purchased and paid 
r by Dealer may be increased or decreased from time to time with the 
nnouncement of new yearly model motor vehicles to compensate for increases 

decreases in advertising and other costs; provided, however, that the amount 
f the Factory Contribution to the Fund for each new Pontiac motor vehicle and 
hassis purchased and paid for by Dealer shall at no time be less than fifty 
ereent (50%) of the amount of the Dealer Contribution for each such motor 
ehicle and chassis 

TERMINATION OF AGREEMENT 
23. Termination 

4. Termination by Dealer 

Dealer may terminate this Agreement by written notice of termination deliv 


ered to Pontiac, such termination to be effective one (1) month after receipt by 


Pontiae of such notice 


Termination for Cause at Any Time 

(1) If Pontiae or Dealer requires a license for the performance of any obliga 
tion under or in connection with this Agreement in any state or jurisdiction 

ere this Agreement is to be performed, then and in such event if either of 

ie parties shall fail to secure or maintain a license or renewal thereof or if 

ih license shall be suspended or revoked, irrespective of the cause or reason 
therefor, either party may immediately terminate this Agreement by giving to 
the other party written notice of such termination. 

(2) If Dealer Coes not conduct its business in accordance with any require 
ment set forth in Sections 11 through 17, inclusive, or Section 19 of this Agree 
ment, Pontiae may terminate this Agreement by giving to Dealer written notice 

f termination to be effective three (38) months after receipt of such notice 

3) In the event of the death or incapacity of Dealer or any person named in 
Paragraph Third hereof Pontiae may terminate this Agreement. However, to 
acilitate an orderly termination of the business relationships between Pontizac¢ 
ind Dealer and any contemplated liquidation of the business of the dealership, 
Pontiae will, upon receipt of written request therefor made by the executor(s), 
dministrator(s) or representative(s) of the deceased or incapacitated person 
within thirty (30) days from the date of such death or incapacity, defer the 
exercise of such right to terminate and will continue to operate with the Dealer 
under the terms of this Agreement for a period, to be determined by Pontiac, of 
not less than ninety (90) days and not more than one (1) year from the date 
of such death or incapacity and this Agreement will terminate at the expiration 
of such period. If such written request is not received by Pontiac within such 
thirty (30) day period, Pontiac may then terminate this Agreement. 

(4) Pontiac may terminate this Agreement immediately by delivering to Dealer 
or its representative written notice of such termination in the event of the hap 
pening of any of the following: 

(a) Removal, resignation, withdrawal or elimination from Dealer or 
dealership for any reason of any person named in Paragraph Third of this 
Agreement. 

(b) Any attempted transfer or assignment of this Agreement or any right 
or obligation hereunder. 

(c) Any misrepresentation to Pontiae as to the direct and/or indirect 
ownership of Dealer, or any sale, transfer, relinquishment, voluntary or 
involuntary, by operation of law or otherwise, of any interest in the direct or 
indirect ownership or active management of Dealer without the prior writter 
approval of Pontiac. 
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(d) Any dispute, disagreement, or controversy between or among prin 
cipals, partners, managers, officers or stockholders of Dealer which may 
adversely affect the ownership, operation, management, business or interest 
of Dealer, dealership, or Pontiac. 

(e) Insolvency of Dealer; filing of a voluntary petition in bankruptcy by 
Dealer; filing of a petition to have Dealer declared bankrupt, provided 
that it is not vacated within thirty (30) days from date of filing; appoint 
ment of a receiver or trustee for Dealer, provided such appointment is not 
vacated within thirty (30) days from the date of such appointment; execu 
tion by Dealer of an assignment for the benefit of creditors. 

(f) Conviction of Dealer or any principal officer, principal stockholder o1 
manager of Dealer or any partner in Dealer or dealership of any crimes 
Which, in the opinion of Pontiac, may adversely affect the good will 
interests of Dealer, dealersh por Pontiac 

(g) Failure of Dealer to maintain dealership operation as a going business 
open during customary business hours, for seven consecutive business days 
provided such failure is not due to causes beyond Dealer’s control and is 
without Dealer’s fault or negligence 

C. Termination Without Cause During Specified Period 

In addition to Pontiac’s right to terminate this Agreement for cause at any 
time in accordance with the provisions of subsection B of this Section 23, Pontiac 
may terminate this Agreement without cause during the months of July, August 
or September of any year by giving Dealer three (3) months’ prior written notice 
of termination. 


24. Transactions After Termination 


A. Effect of Termination on Orders 


In the event that this Agreement is terminated, all orders of Dealer for motor 
vehicles, chassis, parts and accessories then outstanding shall be automatically 
cancelled Terinination of this Agreement shall not release Dealer, however, 
from the obligation to pay any sum which may then be owing Pontiac or from 
the obligation to pay for any motor vehicle, chassis, or equipment for same which 
is special, as defined in subsection C of Section 2 of this Agreement, and which 
may have been ordered by Dealer and not shipped prior to any termination of 
this Agreement. 

B. Termination Deliveries 

In the event of termination of this Agreement under the provisions of sub 
section A of Section 23 or subsection B (3) of Section 23 without any defer- 
ment of termination as provided for therein, but not otherwise, Pontiac will use 
its best efforts to furnish Dealer with Pontiac motor vehicles and chassis to 
fill Dealer’s bona fide retail orders on hand on the date of termination not to ex- 
ceed, however, the total number of motor vehicles and chassis delivered to Dealer 
by Pontiac during the three (3) months immediately preceding the effective 
date of termination, subject, to the following conditions and limitations: 

(1) Within ten (10) days following termination, Dealer shall deliver to 
Pontiac a written schedule of Dealer’s bona fide retail orders on hand on 
the date of termination. Such schedule shall show the name and address 
of each retail customer and the details with respect to each motor vehicle 
ordered, including model, body type, color and accessories and shall specify 
each bona fide order against which Dealer desires Pontiac to make delivery 
up to the total number of motor vehicles required to be delivered by Pontiac 
as above described. Those orders for which delivery is thus specified by 
Dealer, when approved by Pontiac, shall constitute Dealers’ Schedule of 
Termination Deliveries. No changes or substitution may be made by Dealer 
in such Schedule of Termination Deliveries and Pontiac will not be obligated 
to make deliveries of any motor vehicle to Dealer except as specified therein. 
In the event of Dealer’s failure to deliver to Pontiac the detailed Schedule 
above required, Dealer shall have no further rights. 

(2) Dealer shall accept any motor vehicle required to be delivered by 
Pontiae hereunder against Dealer’s Schedule of Termination Deliveries im- 
mediately upon notification by Pontiac of the availability to Dealer of such 
vehicle and in accordance with the terms and conditions of sale established 
by Pontiae and in effect at the time of shipment. In the event of its failure 
to do so, Dealer shall have no further right to receive such vehicle or any 
other vehicle in lieu of it. 
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(3) Vehicles shall be delivered by Pontiac hereunder in substantial ae 
eordance with the schedule and basis of delivery in effect with respect to 
other dealers in the same zone at the time of Deuler’s termination 

(4) Dealer shall give Pontiac notice immediately of cancellation for any 
reason of any retail order set forth in Dealer’s Schedule of Termination 
Deliveries 

(5) In the event of the cancellation for any reason of any retail order set 
forth in Dealer’s Schedule of Termination Deliveries before delivery by 
Pontiae of a motor vehicle to apply against such order, Pontiac shall be 
released from any obligation to make delivery of such vehicle 

(6) Dealer shall provide proper and adequate facilities in accordance 
with the terms and provisions of this Agreement to effect the delivery and 

indling of motor vehicles to be supplied upon termination under this sub 


section 24B. 
Hffect of Transactions After Termination 


ecentance ot orders trom Denler or the continuance of sale of produets to 


i 
) er or uny other act of Pontiae after termination of thi Acreement sha not 
trued as a renewal of this Agreement for any further term nor as a waiver 
e te iination 
> tsof Surviving Persons Named in P graph Third 
I Avreement should be terminated by Pontine under the provisions of b 


Bi’) or 28 Bi(4)a and at the time of such termination another person 
lin Paragraph Third on the basis of being qualified as an operator as 





hed from being qualitied solely on the busis of a finas il interest, and 

ther person owns a financial interest of at least twenty-five per cent 

acquire ch an interest within a reasonable time (considering then 

! stances ) fter t! late of such terminuatio then, sub jec to the 

iv Widow's | ncial Participation Addendut ind any Interim 

ent Addendum signed by all parties named in Paragraph Third of this 

ent, and unless the right to receive the offer hereinafter provided for has 

ef vaived in an Interim Agreement Addendum by the party otherwise entitled 
( ider to receive such offer, Pontine shall offer such other person a new Selli 

Agreement. If more than one other person be named in Paragraph Third at the 

ch termination who can qualify under the conditions set fort nbove 

( new Selling Agreement, such persons must agree in writing as to which 

eV be offered the new Selling Agreement I ch persons do not ree as 

thy ( sor dealer within a rensonable time, Pontia hall not be ob ited to 


new or substitute Selling Agreement to any of such person 


> Pontiae’s Right to Repurchase When Agreement Is Terminated 


In the event of termination of this Agreement 
\. Pontiac will purchase from Dealer and Dealer will sell to Pontia¢ 


Curs (1) All new and unused Pontiac motor vehicles and chassis of the 
rent model on hand in Dealer’s place of business or in Denaler’s possession 
Dealer’s net cost, including destination charges paid to Pontiac there 

Parts (2) All unused and undamaged Vontiae repair | { ed in tl 
ent Pontiac Dealer Parts Price Schedule and purchased direct) from 

Pontiac, or purchased from an outgoing Pontiac dealer as a part of Dealer 


nitial Pontiae parts inventory, and on hand in Dealer’s place of business or 


Dealer’s possession at the then current dealer net prices plus five per cent 
0%) thereof for packing costs and plus reimbursement for transportati 
harges to destination specified by Pontiac 

Lecessories (3) All unused and undamaged Pontiac acc ries and 
ervice supplies purchased direct from Pontiac during the twelve (12) month 

period immediately preceding the effective date of hh ination and on 
hand in Dealer’s place of business or in Dealer’s possession at the then 
current dealer net prices plus five per cent (59%) thereof for packing costs 
and plus reimbursement for transportation charges to destination specified 


by Pontiac. 

Signs.—(4) Any signs belonging to Dealer of a type recommended in 
writing by Pontiae and bearing the word “Pontiac’, at a price mutually 
agreed upon by Pontiae and Dealer. If Pontiac and Dealer cannot agree on 


i price, they shall select a third party who shall set the price. 
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B. If Dealer desires to sell the same, Pontiac will purchase all the special to 
of a type recommended by Pontiac and designed specifically for service of Pont 
motor vehicles which were purchased by Dealer during the three (3) year peri 
immediately preceding termination, while Dealer has been operating under 
Pontiac Selling Agreement, at a price mutually agreed upon by Pontiac an 
Dealer. If Pontiac and Dealer cannot agree on a price, they shall select a t] 
party who shall set the price. 

C. Dealer shall, within thirty (30) days following the date of terminat 
furnish Pontiac with a list of the motor vehicles, chassis, parts, accessories, sigi 
and tools aforesaid. 

D. Upon demand and tender by Pontiae of the purchase price determined 
aforesaid, Dealer will deliver such goods to Pontiac forthwith in accordance 
Pontiac’s instructions. 

E. Dealer shall execute and deliver to Pontiac any instruments necessary 
convey title to the aforesaid property. If such property is subject to lien 
charge of any kind Dealer will procure the discharge and satisfaction there 
prior to the repurchase of such property by Pontiac. 

26. Loss on Premises 


j Prepises OWnNCH iu Dealer 


1. Terminations to Which Applicable In the event of termination of 1] 
Agreement by Pontiac under the provisions of subsections B(2) or C of Sect 
23 hereof, or in the event Pontiac terminates this Agreement because of Pontia 
failure to secure or maintain any required license or renewal thereof as provid 
in subsection B(1) of Section 25 hereof, or in the event Pontiac terminates this 
Agreement because of the incapacity, for reasons of health, of Dealer or an) 
person named in Paragraph Third of the Agreement, but not otherwise thi 
provisions of this subsection 26A shall apply. 

2, Premises to Which Applicable.—The provisions of this subsection 26A sha 
be applicable only to premises which are owned by Dealer and carried on Deale) 
books and records as land and building assets at the time that Dealer first has 
knowledge that a termination on one of the bases specified in subsection 26A1] 
above will become effective, and which are used by Dealer solely in the per 
formance of Dealer’s obligations under this Agreement, or solely in the perforn 
ance of Dealer’s obligations under this Agreement and one or more other dealer 
or distributor Agreements with Chevrolet, Oldsmobile, Buick, Cadillac or GM¢ 
Truck & Coach Divisions of General Motors Corporation, if any, and such one o1 
more other dealer or distributor Agreements are terminated simultaneously with 
the termination of this Agreement 

}, Pontiac’s Obligation.—Upon the written request of Dealer made to Pontia 
within the time hereinafter specified, Pontiac will assist Dealer in the orderly 
disposition of the aforesaid premises, to the end that the equities of Dealer will 
be protected, and Dealer will not suffer a loss on said premises in relation to the 
market value thereof as of the time of termination. In effecting such dispositio1 
of Dealer’s premises under the provisions of this subsection 26A3 the following 
conditions shall apply: 

(a) Dealer’s application for assistance will include a written represe? 
tation to Pontiac of Dealer’s intention to retire from the business of selling 
new or used motor vehicles in the general selling area wherein Deale 
operated under this Selling Agreement. 

(b) The assistance to be provided by Pontiac hereunder will be in the 
form of either locating a purchaser who will offer to purchase Dealer's 
premises at a fair and reasonable price as hereinafter defined, or locating a 
lessee for Dealer who will offer to lease Dealer’s premises for a reasonable 
term at a fair and reasonable rental as hereinafter defined. Moreover, if 
Pontiac does not locate such a purchaser or lessee within a reasonable time, 
Pontiac will offer either to purchase or lease Dealer’s premises at such fair 
and reasonable purchase price or rental. 

(c) In establishing fair and reasonable prices for the purpose of the 
sale or lease thereof, consideration will be given (i) to the circumstances 
under which the premises were originally provided by Dealer for the per 
formance of this Selling Agreement or any prior Pontiac Selling Agreement ; 
(ii) to the adequacy of the premises for a Pontiac Dealer Selling Agreement 
and the length of time such facilities have been used by Dealer in the per 
formance of this Agreement or any other dealer or distributor Selling Agree 
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ment; and (ili) to the fair appraised value of the premises as determined 
by the average of the independent appraisals of three qualified real estate 
appraisers, of whom Dealer and Pontiac shall each select one, and the two 
thus selected shall in turn select the third. Based on these considerations 
Dealer and Pontiac shall agree upon a fair and reasonable purchase price 
and rental value for Dealer’s premises. 

(d) Upon receipt of a bona fide offer from a prospective purchaser or a 
prospective lessee, as the case may be, Dealer wil] sell Dealer’s premises 
at the purchase price established as provided above or will lease Dealer's 
premises for a reasonable term at the rental established as provided above 
The failure of Dealer to accept such a bona fide offer from a prospective 
purchaser or from a prospective lessee shall constitute a complete release 
of Pontiac from any obligation to purchase or lease Dealer's premises as 
aforesaid and any other obligations under this subsection BGA 

(e) Any application for assistance from Por tlac under the provisions of 

s subsection 2G6A must be made to Pontiac in writing within thirty (30) 
days from the effective date of termination, and if Pontiae does not rece ive 
a written application for such assistance Within that time, Pontiac shall 
be released from any and all obligations hereunder 


Premises Leased by Dealer 


lermination to Which Applicable-—aIn the event of termination of this 

\greement by Pontiac under the provisions of subsections B(2). B(3) or C 
Section 25 hereof, or in the event Pontiac terminates this Agreement because 
Pontiac’s failure to secure or maintain any required license or renewal thereof 
provided in subsection B(1) of Section 23 hereof, but not otherwise, the 

sions of this subsection 26B shall apply. 

Premises to Which Applicable-—The provisions of this subsection 26B shal] 
applicable only to premises leased by Dealer and used by Dealer solely in the 
formance of Dealer’s obligations under this Agreement, or solely in the per 

nance Of Dealer's obligations under this Agreement and one or more other 

er or distributor Agreements with Chevrolet, Oldsmobile, Buick, Cadilla¢ 
GMC Truck & Coach Divisions of General Motors Corporation, if any, and 
one or more other dealer or distributor Agreements are terminated simul 
neously with the termination of this Agreement ; provided, moreover, that the 
premises involved shall have been leased by Dealer, and the lease or leases 
shall have been in effect, prior to the time Dealer had know ledge that a termina- 
1 on one of the bases specified in subsection 26GB 1 above would become effec tive, 
date of termination of this Agreement. 

Pontiac’s Obligation.—Upon the written request of Dealer made to Pontiacs 
Within the time hereinafter specified, Pontiac will endeavor to assist Dealer in 
the liquidation of Dealer’s obligation under any existing lease or lenses of the 
foresaid premises, to the end that the equities of Dealer will be protected and 
the normal losses incident to the liquidation of a business will be minimized 
In providing such assistance to Dealer, the following conditions Shall apply 


(a) Dealer’s application for assistance will include a written representa 
tion to Pontiae of Dealer’s intention to retire from the business of selling 
new or used motor vehicles in the general selling area wherein Dealer 
operated under this Selling Agreement. 

(b) The assistance to be provided by Pontiac hereunder will be in the 
form of (i) locating a tenant or tenants, satisfactory to the Lessor or Les 
sors, who will offer to sublet the premises for the balance of the term of 
he lease or leases or who will take an assignment and assume the obliga 
tions of such lease or leases; or (ii) effecting arrangements satisfactory to 
Pontiac and the Lessor or Lessors whereby the lease or leases with Dealer 
will he cancelled: or (iii) the subletting by Pontiae of the premises from 
Dealer, provided that the unexpired term of the lease or leases Shall not 
be in excess of twelve (12) months from the effective date of termination 
of this Agreement In the event Pontiae does not locate a sublessee or 
assignee, or arrange for the cancellation of Dealer’s lease or leases, or 
sublet the premises, as provided above, Pontiae will pay as reimbursement 
to Dealer for the monthly rental specified in Dealer’s lease and paid by 
Dealer for a period of twelve (12) months after the effective date of ter 
mination, or for the balance of the term of the lease. whichever Shall be 
the lesser, (1) a fair monthly rental, as of the date of termination, as 
determined by three real estate appraisers, one selected by Pontiac, one 
selected by Dealer and the third selected by the other two appraisers, or 
at the option of Pontiac, (2) the monthly rental specified in the lease 
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If, for a period of more than one (1) month immediately folloy 
he effective date of termination, the premises involved or any part ther 
re occupied by Dealer or by anyone else for business or any other pur] 
Pontiac will be discharged from its obligation hereunder to reimb 
Dealer for rental paid as aforesaid with respect to ahy month fo 
part of which the premises or any part thereof are so occupied; provid 
however, that where the dealership premises consist of more thar 
parcel of property or more than one building, each of which is separ; 
iseable, distinct, and apart from the whole premises or any other part tl 


ich parcel or building m 
his subsection 26B3 (¢). 


of, With appropriate ingress and egress, each si 


or the purpose of t 


considered separately f 
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GENERAL PROVISIONS 
27. Supplemental Provisions 


In view of the desire of Dealer and Pontiac to keep the provisions hereof 
rent with the distribution practices in the automobile industry, which practice 
iv vary from time to time as the result of the enactment of federal or state laws 
new or different interpretations by the Courts or governmental agencies 
existing laws, it is agreed that this Agreement may be supplemented at any time 





include provisions relating to the general subject matters of “bootlegging 
erritory security” and “service responsibility,” as those terms have been 
interpreted by Congressional Committees or Subcommittees in heari 
proposed legislation, provided that such supplemental pro isions are ( 
rated in the Selling Agreements of all other Pontiac dealers, in jurisdictis 
iich such provisions are not prohibited by state or local lay 
28. Dealer Not Made Agent or Legal Representative of Pontiae 
Chis Agreement of which these Terms and Conditions are part does not 
te Dealer the agent or legal representative of P« | ! } ) OSE 
tsoever Dealer is not granted any express or implied right o1 thority 
e or to create any obligation or responsibility in behalf of or in tl 
tiae or to bind Pontiac ina manner or thing whatsoeve1 
29. Responsibility for Dealer’s Commitments 
l ept insofar as it is specifically provided otherwise in this Agree 
| be solely responsible for any and all obligations or respor tie 
irred or assumed by Dealer in the perf nce of this Agreeme} 
30. Local Taxes 
Dealer here by certifies that all motor vehicles and chassis | rts, acce 





ed from Pontiac are 
ealer’s business. Dealer further certifies that Dealer 


1 items similar thereto purcha 


red to collect sales or use taxes incurred in am 
} 





t the number, if any, of such license has been 
i. Dealer agrees, as to any such motor vehicles 
ies, Or items similar thereto which are withdrawn fro: tock and put to 
e use in lieu of or prior to resale, and as to any tangible property whi 
Dealer purchases for use and not for resale, to pay directly to the appropriate 
ng authority any sales, use, or similar taxes incurred by such use or pur 


se, to file any tax returns required in connection therewith, and to hold Pe 
harmless from any claims or demands made by such taxing authority witl 


thereto 
1. Notices 
4 ot ce required to be given bv e ther party to the other nder or conne 
th this Agreement shail be in writing and delivered personally or by mai 
es to Dealer shall be directed to Dealer, or its representative at Dealer’s 
usiness; notices to Pontiae shall be directed to the Zone Manager « the 
which Dealer is located. 
2. No] ed W er 
failure of either party at any time to require performance by the other 
of anv provision hereof shall in no wav affect the full right to require sucl 
rmance at any time thereafter. Nor shall the waiver by either party ¢ 
mn of any provision hereof constitute a waiver of at suceeding breach o 
e or any other such provision nor constitute a waiver of the provisio1 
33. Applicable Law 
if Acree} it is to be gover d by nd construed i ng to the VS ¢ 
State of Michi If, however, any pr 5 ! nvywise contravenes the 
\ ul tate or jurisdictior el his Agreement i be performed, sucl 
| ill be deemed not to be part ot th Agreement therein 
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34. Sole Agreement of Parties 


Phere re no other agreements or understandings, either oral or in writ 
between the parties affecting this Agreement or relating to the sale or servi« 


f Pontiac motor vehicles, chassis, parts, or accessories. 


This Agreement cancels and supersedes all previous agreements betwee! 


No change in, addition to, or erasure of any printed portion of this Agree 
(except the filling in of blank lines) shall be valid or binding upon Pontiae unk 
e same is approved in writing by the General Sales Manager of Pontiac. 
No agreement between the parties which is at variance with any of the 
sions of this Agreement or which imposes definite obligations upon either ] 
not specificalfy imposed by this Agreement or which is intended to be effect 
rr performed following the expiration or other termination of this Agreeme 

mposes oblizations or extends the time for performance thereof other t 
provided in this Agreement shall be binding upon either party unless it be 
the facsimile signature of the General Sales Manager and, except for Dealer 

Price Lists, is countersigned by an Assistant General Sales Manager, a Regior 
Manager, or Zone Manager of Pontiac, and is executed or accepted by De: 


PoNnTIAC Moror DIvIsiIon 
General Motors Corporation 
(Ilereinafter sometimes referred to as Pontiac) 
DEALER PRICE LIST NO. 3-56 
Iiffective March 1, 1956 


APPLICATION OF PRICE LIST 


The prices, terms, charges and discounts contained herein shall apply to 19 
Model Pontiae motor vehicles and chassis and to optional equipment, parts ar 
accessories sold and shipped by Pontiac to Dealers, on and after March 1, 1956 


This Price List cancels and supersedes all previous price lists and is subject 


to change without advance notice. The prices, terms, charges, and discounts ¢ 
tained herein shall remain in effect unless and until superseded by action o 


This Price List is subject to the terms of the Dealer’s current Selling Agreement 


I. LIST PRICES AND OTHER CHARGES BY BODY TYPES 


The list prices of 1956 Pontiac motor vehicles and chassis and the charges to 
Dealer for factory handling (EK. O. H.) which includes reimbursement for ledetr 
Excise Taxes, by body types are as follows: 


( Lt ( ( 
| * I * 
} i 
). H. | at] E’ O. H. |at 
Mi \i I 
122 ( VHE 
_ eB) * 6 S11 
{ x60 4-D S ‘ 64 
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( ty ( ] 2 “ y 
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( s Joor St \\ 2, 424 4 SY OU 
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3 ( t-loor § 1 2 308.00 s 
( ( I t ( D 2.614. 00 A 
t 
( ( . 2 436.00 
‘otal? Q ' Fy ( 19 
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II, DEALER’S DISCOUNT 


\ discount of 24% from the List Prices shown above is applicable on all 1956 
Pontine motor vehicles and chassis. 
Factory-Installed Accessories and Optional Equipment 

4 charge will be made to Dealer for each item or group of accessories and 
ptional equipment installed at the Factory on the aforesaid motor vehicles in 
ceordance With the applicable prices issued by Pontiae and in effect at the time 
f shipment, F. O. B. Shipping Point. 
\Miscellaneous 

In addition to the foregoing, charges may be made for special items or services 
furnished in respect of the aforesaid motor vehicles including ik. O. H. on optional 
juipment where applicable. 


Il. DESTINATION CHARGES 


1956 Pontiae motor vehicles and chassis are priced F, O. B. Pontiac, Michi 
n. These prices do not include delivery and transportation charges or any 
iiditional expense beyond that ordinarily incurred in connection with loading 
rs. Pontiae will prepay all transportation charges on shipments of Pontiac 
otor vehicles and chassis made to Dealer, and Dealer will pay Pontiac destina 
mn charges to be determined and established by Pontiac for delivery of Pontiae 
otor vehicles and chassis to Dealer’s established railroad delivery point A 
opy of such destination charges, which shall not exceed the maximum destina- 
1 charge of $135.00 for basic vehicles, will be furnished to Dealer by Pontiac 
rhe maximum destination charge specified above may be increased or de 
ased by Pontiae from time to time. 
In addition, if deliveries are made to Dealer at Dealer’s place of business, 
Ponrtiae will establish and Dealer will pay reasonable charges for such deliveries 


IV. TERMS 


Cash, sight draft and sight draft with bill of lading attached—collection and 
change charges added. 
V. CASH BONUS 


In addition to the discount specified herein, Dealer will be paid on each new 
Pontiac motor vehicle or chassis purchased directly from Pontiac, a cash bonus 
iccording to the selling area in which such Dealer is located as set forth in the 
following schedule, provided that where such Dealer is located in a selling area 
for which more than one cash bonus is established by such schedule, Dealer shall 
be paid only the highest applicable cash bonus: 

1. To all dealers located in cities or towns where Pontiac has only one 
dealer—$10.00 per unit. 

2. To all Dealers located in cities or towns where Pontiac has two or more 
dealers—$15.00 per unit. 

3. To all Dealers located in the following Metropolitan Areas designated by 
Pontiac; provided, however, that for this purpose Pontiac shall have the 
right to describe, define, and change such Metropolitan Areas at any time 
and the decisions of Pontiac thereon to be final and conclusive on all parties 
$20.00 per unit. Atlanta, Ga.; Baltimore, Md.; Birmingham, Ala.; Boston, 
Mass.; Buffalo, N. Y.; Chicago, Il.; Cincinnati, Ohio; Cleveland, Ohio; 
Columbus, Ohio; Dallas-Ft. Worth, Texas; Denver, Colo.; Detroit, Mich. : 
Houston, Texas; Indianapolis, Ind.; Kansas City, Mo.; Los Angeles, Calif. ; 
Louisville, Ky.; Miami, Fla.; Milwaukee, Wis.; Minneapolis-St. Paul, Minn. ; 
New Orleans, La.; Greater New York, N. Y.; Omaha, Neb. ; Philadelphia, Pa. ; 
Pittsburgh, Pa.: Portland, Ore.; Providence, R. I.: Rochester, N. Y.; San 
Diego, Calif. ; San Francisco-Oakland, Calif.; St. Louis, Mo.; Seattle, Wash 
Washington, D. C. 

This cash bonus shall not apply or be paid, nevertheless, with respect to any 
Pontiae motor vehicle or chassis sold by the Dealer to the United States or any 
State, County, or Municipal Corporation or the American Red Cross where the 
sale was originated by Pontiac or to cars owned and used by Pontiae which are 
purchased by Dealer for resale. 

This cash bonus, after deduction therefrom of any sums owing to Pontiac, 
shall be paid or credited to Dealer within a reasorable time after the close of the 
applicable calendar year or in the event of the prior termination of Dealer’s 
Selling Agreement, within a reasonable time after such termination 
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\ PARTS AND ACCESSORIES DISCOUNTS AND TERMS 


a Pri cs 

Dealer's purchases of new parts and accessories will be invoiced at Deak 
Net Prices established from time to time as specified in the Pontiac Dealer Pay 
Price Schedule and in the Pontiac Package Accessory Price List and Suppleme: 
thereto in effect at the time of shipment, F. O. B. Shipping Point. 


> 


2. Prepaid Transportation 


Prepaid Transportation from shipping point to the city where Dealer's p 


of business is located, will be allowed on any individual order for P, PX, C, Cx 


Land LX parts, exciusive of bodies, or any individual order for P, PX, C, and CX 
L. and LX accessories, provided the order equals or exceeds $50.00 at Dealer Net 
Prices, except that prepaid transportation will be allowed only to the Port 
Departure from the United States mainland on such orders being shipped to the 
Territory of Alaska. 

Pontiac reserves the right to select the carrier for transporting shipm« 


referred to in this Paragraph 2. 





Transportation on Returned Exchange Items 
Transportation charges will be allowed Dealer on one return shipment px 
month of exchange items as specified by Pontiac from time to time. 


j. Terms of Payment 
The parts and accessories account of Dealer is due and payable, as per stati 


ment rendered, on or before the tenth (10th) of the month following the date « 


billing 

If parts and aecessories account is not paid as specified above, Pontiac reserve 
the right to make further shipments C.O.D. 

Shipments so made shall not be released from C.O.D., but must be taken up a1 
accepted by Dealer on a C.O.D. basis. 


5. Unsalable Parts Return Plan 

During the months of February, March or April of each year Dealer may ret 
to Pontiac one shipment of new, unused and undamaged Pontiac parts purchased 
from Pontiac or purchased from an outgoing Pontiac dealer as a part of Dealer's 
initial Pontiae parts stock, which Dealer considers to be surplus, obsolete o1 
otherwise unsalable in Dealer’s parts inventory for a maximum credit value of 
not to exceed four percent (4%) of Dealer’s net purchases of such parts during 
the previous calendar year. Pontiac will credit Dealer’s open account for such 
returned parts with the Dealer Net Prices therefor in effect at the time such 
parts are received by Pontiac or, if such parts are not listed in Pontiac’s current 
Dealer Parts Price Schedule, with the last Dealer Net Prices at which they were 
sold by Pontiac. In the event of the termination of Dealer’s Selling Agreement, 
the maximum credit value of not to exceed four percent (4%) shall also apply 
to Dealer’s net purchases of such parts during the period between January Ist 
and the effective date of termination in the calendar year in which such termina 
tion becomes effective. The return of such parts shall be subject to the following 
further conditions: 

(a) Only those Pontiac parts will be eligible for return hereunder wt vi 
were listed for service in any of the Pontiac Dealer Parts Price Schedu 
which were in effect during the current and two preceding calendar years 

(b) Dealer shall submit, during the months of February or March o1 
forms specified by Pontiac, an itemized list of the parts selected for retur1 
In the event of termination of Dealer’s Selling Agreement, such list sha 
be submitted within a reasonable time after the effective date of termina 
tion. Pontiae will thereafter authorize shipment and designate the destina 
tion(s) to which such parts shall be delivered with transportation charge 
prepaid by Dealer. A packing slip itemizing the material returned shall ac 





company such shipments 

(c) All returned ae shall, upon acceptance and credit being passed 
hecome the property 0 — ac 

(d) Parts not e — yr return and parts returned in excess of the fou 
percent (4%) of net parts purchased will be shipped back to Dealer trans 


portation charges colle ct. 


} 


y 


6. Parts wholesale compensation plan 


Dealer will be granted an overriding discount on qualified wholesale sales (less 


returns and repurchases) of Pontiac parts purchased from Pontiac or pur 
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hased from an outgoing Pontiac dealer as a part of Dealer's initial Pontiac parts 
stock and sold to wholesale customers, such as, the various types of independ- 
ent garages and repair shops; Federal, State, and Municipal Government agen 

es: and other customers generally recognized in the trade as “Wholesal 
Customers”, subject, however, to the right of Pontiac to 


(a) Determine which customers are generally recognized in the trade 


as “Wholesale Customers”, and 

(b) Establish the amount of overriding discount to be paid on parts as 
set forth under the heading “Wholesale Compensation” in the Ponti 
Dealer Parts Price Schedules from time to time. 


Within fifteen (15) days after the close of each month during the calendar 
ear. Dealer shall make application and submit proof satisfactory to Ponti: 
vith respect to all wholesale parts sales for which Dealer makes claim fe 
avment of the applicable overriding discount. 

In the event Dealer does not make application within fifteen (15) days after 
the close of a month, application for that month will be deferred to the close 
if the following month. The failure of Dealer to make application for whol 
ale overriding compensation for any calendar year within thirty (30) days 
fter the close of such year shall constitute a waiver of any claim and bar any 


iture claims for payment for that year. 
Denler will submit claims for overriding discount on forms provided by 
Pontiae for this purpose. 
Dealer making claim for overriding discount under this Plan shall retain 
pies of documents supporting such claim for a period of two (2) years 
| the date of application. 
Vew C, CX, Land LX parts returned 
New C, CX, L and LX parts returned to Pontiac by Dealer wit] ninety (90 
ifter receipt thereof by Dealer will be credited to Dealer's open account 
Dealer Net Prices in effect at the time of receipt of such parts by Pontiae 


lransportation must be prepaid by Dealer 
VII. ADVERTISING AND PROMOTIONAL FUND 


Dealer contribution 

Pontiae will collect the sum of Twenty-Five Dollars ($25.00) for each new 
‘ontiae motor vehicle and chassis purchased and paid for by Dealer, and such 
ms will be credited to the dealer portion of the Advertising and Promotio1 
ind for the account of Dealer 


1) l’se of contributions The amounts contributed by Dealer shall be 
sed solely in paying the cost of local advertising, including preparation ex 
pense, in the area deseribed in Paragraph First of Dealer's S¢ ng Agree! t 
through such local advertising medin as will benefit Dealer if a dealer 
desires to participate in local advertising with another Pontiac dealer 
fontiae dealers in a community outside the area described in Paragrap! 
First of his Selling Agreement, he 1 iv do so provided that he sl } 
iched an agreement in writing with the dealer or dealers in wh at 
ch community is located as to the amount per motor ehicle or 
hich is to be taken out of his contributions to the Fund ned 
cl dvertising \ copy of said agreement shall 1 f lished f 
Pontiac. 
Al] il advertising to be paid for out of the dealer portion of the Fun 
irry the name and address of Dealer except that if that is | 
re more than one dealer contributes to the advertisement, a suit 
— up reference will be used 
2) Accounting for contributions Contributio: to the Fund shall be 
ered) 1 to the Fund for the joint account of all dealer nvolved wl 
two or more Pontiae dealers are located in the i city or tow) r 
vhere one or more dealers are located in a community r} to 
rge city and advertising in said large city substentiallh I 
n community, or where two or more dealers are located wit] 
a group of communities which may be considered as a com re ir 
purposes of local advertising Contributions by all other dealers shal 
be credited to the Fund for the separate account of each dealer involved 
If a local advertising medium, such as a television station, covers a 


reception area wherein two or more dealers are located, Pontiae may 
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establish a joint fractional account for such medium which may be credited 
with a designated amount per motor vehicle and chassis to be charged t 
the Fund accounts of dealers located within the reception area of su 
medium. Where there is a joint account in such area, such joint fraction 
account credit will be charged to such joint account. 

With respect to contributions of dealers which are credited to the Fy 
for the separate account of each such dealer, the unspent portion, if ar 
of any such dealer’s contribution, upon termination of his Selling Ag: 
ment, shall be refunded. With respect to contributions of dealers locat 
in cities, towns and communities where dealers’ contributions are cred 
to the Fund for the joint account of all the dealers involved, and wit 
respect to a joint fractional account, a dealer upon termination of | 
Selling Agreement, shall receive as a refund that percentage of the n 
increase in the unspent portion, if any, of the joint account Fund or 
joint fractional account Fund, accumulated during the period the deal 
has contributed to such joint account or joint fractional account, but not 
exceed a period of five (5) years, as his contributions to the Fund duri! 
period bears to the total contributions of all dealers to the Fund during su 
period. 

As soon as practicable after the close of each calendar year during th: 
term of this Agreement, or in the event of termination of this Agreement 
as soon as practicable after the effective date of termination, Dealer sha 
be furnished with a statement of Dealer’s account in dealer portion of said 
Fund or of the joint acount or joint fractional account to which Dealer 
has contributed. Such statement shall show the total advertising ex 
penditures by media classification charged against said account, the total 
collections and the resulting balance, and in the case of a joint account 
or a joint fractional account, the amount of the individual contribution 
Dealer. 

B. Factory contribution 

Pontiac will pay into the Advertising and Promotional Fund the sum otf 
Twelve Dollars and fifty cents ($12.50) for each new Pontiac motor vehicle 
and chassis purchased and paid for by Dealer, and such sums will be credited 
to the factory portion of the Fund. 

The factory portion of the Fund may be used by Pontiac for advertising of 
such type and at such time and place as, in the opinion of Pontiac, will mos 
effectively serve the dealer needs or interests as determined by Pontiac. 

This Price List is hereby declared to constitute a modification and supplement 
to Dealer’s current Selling Agreement and is hereby approved as such by the 
General Sales Manager of Pontiac 

Pontiac Motor DIVISION, 
General Motors Corporation, 
By FRANK BRIDGE, 
General Sales Manager 


(The Dealer should attach this Price List to Dealer’s current Selling Agreement 
DETACH AND RETURN TO ZONE OFFICE 
bine ki | | | ee ee |) eee ._19 


Received from Pontiac Motor Division, General Motors Corporation designated 
as “Pontiac”, Price List No. s—56, effective March 1, 1956, the terms of which 
are hereby accepted, it being understood and agreed that the applicable prices 
terms, charges and discounts contained therein shall apply to 1956 model 
Pontiae motor vehicles and chassis, and to optional equipment, parts and a: 
cessories sold and shipped to the undersigned on and after March 1, 1956 
unless and until superseded by action of Pontiac. 


Dealer Firm Name 


Witness ~~” "Officer of Firm and Title 





oe 
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PONTIAC MOTOR DIVISION 
GENERAL MOTORS CORPORATION 


INTEALIM AGREEMENT ADDENDUM TO DEALER SELLING AGREEMENT 


In consideration of the mutual agreement of the parties, the current Pontiac 


euler Selling Agreement in effect between them is hereby amended to include 
he following additional provisions: 
In the event of termination of this Agreement by reason of the death or 
apacity (for reasons of health) of 
ed in Paragraph Third hereof, Pontiac will offer an Interim Selling Agree 
it fora term comprising the next succeeding twenty-four (24) months follo 
the date of termination of this Agreement to 
( Nominee 
is hereby named by the dealer executing this Addendum as his nominee 
ership, provided , ; , (a) at the 
(Nominee ) 
of the death or incapacity of the person named in Varagraph Third, has 
en and is actively participating in the business operations of the Dealership 
is ready, able and willing to comply with the Operating Requirements of 
then current standard form of Pontiac Dealer Selling Agreement, (¢) will 
vely and, in fact, manage the operations of the successor Dealership, and 
d) will own or acquire within a reasonable time after the dat e of such termina 
a financial interest of at least twenty-five percent (25%) in the successor 
ilership. Three (8) months prior to the expiration of the term of such 
Selling Agreement, Pontiac shall make a determination, on the basis of 
formance during the term of the Interim Selling Agreement, as to the 
ialifications and ability of___- , as owner and 
(Nominee 
nager of the Dealership, and if in the opinion of Pontiac 
(Nominee) 
the required qualifications, and has satisfactorily performed the terms and 
litions of the Interim Selling Agreement, the form of Selling Agreement 
en being offered to Dealers by Pontiac will be oftered to 
(Nominee) 
5 for the term specified therein 
2. In addition, in the event of such termination, Pontiae will, at the election 
he Dealer executing this Addendum made as hereinafter provided, approve 


the acquisition or retention by the widow of the Dealer of a financial interest 


it least twenty-five percent (25%) in the successor Dealership for the period 
f the Interim Agreement and the suceeding standard form of Selling Agres 
ent, if any, offered and executed under Paragraph 1 above, subject to the 
wing conditions : 

A. The widow and - _._ Shall, within a period 

(Nominee) 

of thirty (380) days from the effective date of such termination, enter into 
a written agreement setting forth the rights and obligations of the partic 
with respect to the matters set forth in Subparagraphs B and C immediately 
following. Such agreement shall be subject to approval of Pontin« 

B , as operator of the suecessor Dealer 

Nominee 

ship, whether operating under an Interim Agreement as aforesaid or under a 
standard Pontiac Dealer Selling Agreement, shall be obligated to own a 
minimum of twenty-five percent (25%) financial interest therein and shall 
have the opportunity to increase his investment from salary, bonus, and 
dividends from the Dealership so that at the end of five (5) years, including 
the two-year period of the Interim Agreement, if any, he may acquire com- 
plete financial ownership at book value of the Dealership assets. 

(*. At the end of the five (5) year period 

(Nominee) 

will be permitted, if he so elects, to use other additional funds, subject 
to the approval of Pontiae, in completing the buy-out, or he may com 
plete the buy-out earlier if acceptable to the widow and Pontiac. 

>. The undersigned Dealer (does) (does not) (strike out whichever is not 
pplicable) desire his widow to retain or secure a financial interest in the 
necessor Dealership as outlined in Paragraph 2 above 


1 } 


+. This Interim Agreement Addendum may be cancelled by Dealer only upon 


Written approval of Pontiac 
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Chis Interim Agreement Addendum is not valid until and unless it be 
the facsimile signature of the General Sales Manager and is countersigned by 
Assistant General Sales Manager, Regional Manager or Zone Manager 
Pontiac Motor Division, General Motors Corporation. 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement 
triplicate this __ day of is , 2 


Firm Name 


iy - 
P Officer of Firm and Title 
By : ‘ . 
Officer of Firm and Titl PONTIAC Moror DIVISION, GENERAL 
By Morors CORPORATION, 
Officer of Firm and Titk FRANK BripGe, General Sales Manage) 
Town and State By " i : : 
Witnes Zone Manager 





PoNnTIAC Motor DIVISION 
GENERAL MOTORS CORPORATION 
Wipow’s FINANCIAL PARTICIPATION ADDENDUM TO DEALER SELLING AGREEMEN 


In consideration of the mutual agreement of the parties, the current Ponti: 
Dealer Selling Agreement in effect between them is hereby amended to include 
the following additional provisions: 

In the event of termination of this Agreement by reason of the death or in 
capacity (for reasons of health) of eee s 3 _., hamed ir 
Paragraph Third hereof, and a new Selling Agreement covering the Dealershi 
point to which this Agreement is applicabie is offered to and is accepted and 
executed by , also named in Paragraph Thi 
hereof, under Section 24D hereof, Pontiac will, in accordance with the approy 
of evidenced by his execution of this Addendu! 
‘retention by the widow of ; = 
per cent ( 9%) in 
to the following conditions: 

shall, within a per 
, , the effective date of such termination, enter in 
written agreement setting forth the rights and obligations of the parti 
with respect to the matters set forth in Subparagraphs B and C immediate 
following. Such agreement shall be subject to approval of Pontiac. 

Bs aca toi : 
ship shall be obligated to own a minimum of twenty-five per cent (25% 
interest therein and shall have the opportunity to increase h 





as operator of the successor Dea 


estment from salary, bonus and dividends from the Dealership so 
d of five (5) years he may acquire complete financial ownership 

book value of the Dealership assets 

C. At the end of the five (5) year period ae : 
will be permitted, if he so elects, to use other additional funds, subject to 1 

I of Pontiac, in completing the buy-out, or he may complete 
I l irlier if acceptable to the widow and Pontia 

This Widow’s Financial Participation Addendum may be cancelled by 


and ants by submitting a wi 











I mn agreement to Pontiac. 
rl Widow’ nancial Participation Addendum is not valid until and u 
it bears the facsimile signature of the General Sales Manager and is count 
gned by an Assistant General Sales Manager, Regional Manager or Zo 
Manager of Pontiae Motor Division, General Motors Corporation. 
IN WITNESS WHEREOFP, the parties hereto have executed this Agreement 
‘ e this day of a —isiacang: ae 
| < Y 
‘ nbc cceemeptonsneensninseaneensatcs 
By ae 
Officer of Firm and Tith 
Rx PontTrAc Motor Diviston, 
Officer of Firm and Title General Motors Corporation 
Bb aha By FRANK BripGe, 
of r of Firm and Tit General Sales Manager. 
te By 


i Zone Manager 
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GENERAL Morors Corp. Exutpit No. 4 


\LER INVESTMENT PLAN—MOTORS HOLDING DIVISION, GENERA 


MOTORS CORP 


FOREWORD 








| 


he purpose of this pamphlet is to explain in broad outline the b f 
principles underlying the dealer-investment plan of tl Motors 
- 1. General Motors Corp. 
ecificully, this material explains why Motors Holding was organized, Ss 
‘ its dealer-investment plan operates so as to be of maximum assist 
( 1}! Motors dealers, and the nature of the relations existing betwee 
ig and those dealers using its service 
PHeE NEED, THE OPPORTUNITY, AND THE OBJECTIVI 
General Motors requires outlets for the sale of its various consumer prod 3 
| murkets where those products ire salable. In the case of its automotir 
iets, that means practically everywhere Its policy is to distribute s 
ts through indey« ident merchants, or dealers, who operate on their own 
their own profit, in such a manner as they themselves may determine 
cter, capacity, the willingness to work with the ambition to progress 
he requisite capital, have long been recognized as essential ingredients 
cess Of any business. The entire history of enterprise demonst 
tility of expecting success where any one of these prime essentials is 
ng to an important degree. And this particularly applies to the retailing 
mobiles and commercial vehicles 
fo synchronize these essential ingredients with the right location at the 
ind to do this on a broad scale, involves difficulties It frequen 
it an individual offers the desirable personal qualifications b 
h circumstances, is not in possession of adequate capital to finanee a 
ship properly Thus, to promote ways and means of providing capital to 
whe ean qualify appears to be both sound and desirable Hence the need 
| ! vnition of the need led, in 1929, to the development of the Motors 
ng plan, now operated by the Motors Holding division. 
fhe objeetive is to assist in the development of quality dealers, adequatel 
lependentily financed and operated, wherever needed 
rhe plan was designed to provide a source of capital for eligible individuals 
wh a basis as would enable them, as a result of their own Constructive 
Utimately to become independent merchants operating on their own 
reated through the possibilities of the plan. It might well be said that 
il Motors could hardly use its resources to better purpose than by promot 
2 objectives through providing an opportunity for intelligent and ambitious 
ployees of General Motors or its dealers or any other individuals to acquire 
themselves a successful business and financial security. 
In furtherance of this philosophy, the following three categories represent 
ypical cireumstances where Motors Holding capital frequently is desirable 
1. To supplement a prospective dealer’s Capital resources to enable hi 
establish a new dealership, either succeeding an existing dealer or at at 
( }) ‘NM Dom 
2. To recapitalize an existing dealership in order to strengthen the com 


M 


pany’s financial position and thus enable the dealer to take full advantage 


of the market. 


%. To enable a dealer to buy out inactive partners or to more efficiently 


reorganize his capital structure. 
REQUIREMENTS FOR INVESTMEN1 


Candidates for an investment by Motors Holding are selected by the 
sions (Buick, Cadillac, Chevrolet, Oldsinebile, Pontiac, nd G 3 


gidaire and Detroit diesel, on exactly the same basis us all potential ¢ 
tors dealers. Essential qualifications are character, experience, abili 
pacity to progress 


i 
The basic requirements for an investment by Motors Holding are 


i. The dealer must be recommended by the d Vision having 
2. The dealer must have demonstrated sales and management ability 


irisdic 


tie 
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( ! ni { runcnise tl 
1 t ‘ ry } t ‘ ( 
el fx tb sider 
I ( the « divis pp t . ey pus to ¢ ‘ 
io rs é } I 1 ( i é 
Upon notice of clearance from General Motors Corp. central office, t 
local M rs Holding branch manager investigates the proposed invest 
and forwards the vestment surve along with his recou;:mmendat 
to the Motors Holding executive offices for final analysis and decision 
». When the investment is approved, Motors Holding takes immediate 
{ »> have the new « ] nv oO nized and to con inmate the Cor pit 
f the investmet This gene equires only a f days and is fina 
it the new dealer point by the Motors Holding representative in cooper: 
the dealer 
I INVESTMENT PLAN 
DEALER'S MINIMUM INVESTMENT 
The dealer’s initial investment must be a ni num of 25 percent of the 
ed ] of the de shiip t mav le mre n fact the denlet eX 
ected ull his availal investment fund n the enterpris Mot 
Htoldis les the ba rh ade wteivV CapitailZ th dealershin 
e! n investmen igreed uy the dealer is elected president and 
director of the company. He appoints all its personnel and is directly responsible 
fo e management of the enterprise Motors Holding retains voting stock 
t ft mpany during the period in which it owns stock 
Chea kes his invest nt in the dealer company by the m hase of 
par lass | nonvoting) ste Motors Holding division make one-nalf o 
i S t in 5-perecent long-term notes and on thy h the purchase 
SLOO 7T ( s 1 ¢% ing STOCK Shares « ( h clas participate equall 
profits a per-share basis 
CONT ION A ROFI S} ING UNI rik PLAN 
In addit to his salary for operating the dealership, the dealer receives 
innual cash bonus for successful management amounting to 35 percent of 
net profits of the dealer company in excess of 15 percent per annum on the t 
: ested, including note This bonus is paid by the dealer company o1 
! bv esa d expense « e business 
\ 1 be d | f nal vear of operation if more tha 





! ( 1 during t st fractional vear, the initial bonus ype 
} nded ! ule t f { ol yea pilus the f Ing calence 
| I , ; 1 Aealor entiti } Ss 9 
I ny ‘ ! } i? din | st 15 pnercent 
i } tap ii ¥ na ner-st eb 
i 
‘ ' AND PI I 1 
\ 
I e bon ca ation and profit distribution, the followir exa 





( ~ < ‘ nd t } 
I »1 { ‘ | vie ‘ 
1 before bonu S$3G.000 oF ( 
( Oe 
7 } ; 
D 
f ft < peri) SG. OOM 
¢ é gn bonus of 656 pit nt of earning above SLOW ¢15 
n tota live ‘ t. including note i SLOOLOOO 7. OOO 
Years net pre t, after bonus ; 29) OOO 
owning 40 percent of tolal capital stock receives 40 percent of 
et profit, after bonus 11. 600 


Holding owning 60 percent of total capital stock receives 60 pel 


t of year’s net profit, after bonus_- : 5 17, 400 
PO OOO 
Recapitulat on 


onus 7. OOO 


juity in stock earnings 11, 600 


Total dealer's share : ee 18, GOO 
ble ding divis on: 


ty in Sto k earnings 17, 1H 





Cota 1G. OOO 
‘ ‘ iuvests more than 25 perc { of the total required capital or as 
i the dealer nereases, throug Lhe Opie tion of { ] l 
re ecarnings 
‘ nple Using a £100,000 company with annual earnings (afte tare 
rest on 5 percent note ) of S36,000 with the de el’s investinent 
ent of the total capital, the distribution of earnings would be as f 
i 
DISTRIBUTION OF LOSSES 
event of losses in the dealership, such losses up to 15 percent of the total 
ding stock are shared proratably based on stock holdings, by Moto 
nd the dealer. Losses above an amount equal to 15 pereent of the 
: tock are assumed by the dealer up to the mount of hi 
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OPTION AGREEMENT 
At the time Motors Holding ikes an investment in a dealership, it ente 
greement with the dealer which provides, among other things: 

Lo the dealer shall ] ‘ e option to l se Motors Holding’s s 
he dealership from his dividend nd bon funds In fact igsure the p 
q on of its stock, the eement req ‘ hat he e all of his d 

east one-half his is funds for th pur} 
2 s Hlolding « ~ ns stock ! s been reduce: 
‘ ‘ rel ed Vy it f there re iw notes outstanding 
ad j Vg the l t pe re red Dy the dealer Go 
ind p he dealer before the ince of Motor Holding d 
l i ne eve the dealer's ¢ ect | he «ce ] pis Te! 
I ! pacity, de hh eSig ‘ re Va Ay rs H ding div mW 
dealer Company » continue in business, purchase his stock and dealer 
ny es In the even he dealership is discontinued, the dealer is } 
I é i the proceeds quidation 

1 he itter provision s denier J mypt ad f settleme i 
litere i, In the evel Or his dec se USUALLY elleve his estate of the 
ty of liquidating w nevitable heavy dissipati ot sets 

I'TIONAL INI ) ON 
rhe fact that Motors Holding division is a part of General Motors Con 
en the s IS « ‘ | of the ce ! respect to hi 
‘ adel he tral h . 

Che pre ent, \ Sa vs the dealer, is elected chief executive offi 

f ‘ nad t\ ! r the afl e Company ih a 
| lic l ed e | 

i ie t I ! I I a 1i¢ pans re 
! i «lt i 

IL tie dent iy l I he elected ( nye nd. as chief ¢ 
off r, is Wholly responsible for securing a proper sales and service volu 
satistac ry I I pront 

When Motors Holding has an investment, the dealership is assured of ade 

[ meet : heces res ments - vicl the tinl investmet 

insuflicient, additional « tal is available if the need for it is indicated 
he ( ng ! ext ? i Nia rs Hold - ‘ resell ives maint 
quel ontact with the dealer for e purpose of counseling with him with 

tl nn ila ind opera ble is Of the Gea lt shi} 

Motors Holding division, Gene Motors Corp., reserves the right 

l ts denle nvestmel ] wnat any time vithout not 

PROVISIONS OF Morors HoLpInG INVESTMENT PLAN 
INVESTMI [ 

Dealer: Required to invest at least 25 percent of total capital, in 
nonvoting) stock 

Motors Holding Division Invests balance up to 75 percent if required ¢ 
equally divided between 5 percent notes and class A (voting) stock 


STOCK OWNERSHIP 


Dealer: $100 par (nonyoting) class B stock 


Motors Holding Division S100 par (voting) class A stock 


Dealer: Receives a bonus of one-third of net profits, 


percent per year on the funds invested, including notes. 


ALLOCATION OF SURPLUS REMAINING AFTER PAY MENT O} 


Class B stock: Participates proratably with class A stock 
k: Participates proratably with class B stock 


Class A sto 


after 
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EMI Ol 
( é ( porati ] ty-live pe ent of eae i l ( I earnil i 
ena I | l unt 1 quired to pay ¢ ( ote en \ | 
etil ‘ until mot holding d S101 ere } beer ‘ 
(>) 6 ©! ] tock purchased | Therentfte up to 7O rm ‘ 
u l etire tes The balance bye Viiilable 
i Ww ch he pd l a Vy i ( his share te irchass I [ hetd t 
( £ \ l 
When mo he d on stocl ntere } he 
5 erce | ( pure] ef f en holds ‘ 
‘ red th a { ] ! ind 1) | 
é l ba ‘ ‘ ! ld o ] stock 
I ‘ rh rhe l ! ‘ h } ‘ 
\ \\ ile })« ] l) ToPiie 
I I ( ~ ( I \ O \ RES 
rit l ( neuryre Vy WwW tl re r el Or 3 r nie he 
1M il DrOVISLO! DI g. 2 me ent of ¢ nings Vailable disti 
he msec ( ( iss A ste hen the email > perce ~ mu 
buted s dividen When el ine WO note outs a oF yf} 
( i] el ings j t ¢ ( wer] t ratiy la \ at her 1 I 
itsarne lv distribute lividends 
nul se of } ( li ( S ¢ s A stoel hiec 
on by holding division ist be rie 
( I sB ( 
ALLOCATI( OF LO FIC] 
( s B < Shares pre itablv with « ss A st | mn «le ts up » 1D me 
( Stine ’ capital stock and the 1itel » full extent of its par 
( A stock hares prorata wit cl s B t k deticit l » 15 pe 
utstanding capital stock 
Niorors TPLonipina L)1virsron 
Executive Offices, General Motors Building, Detroit 2, Mich 
BRANCH OFFICES 
; nta, Ga., room 603, Rhodes-Haverty Building, 134 Peachtree Street NW. 





Boston, Mass., room 1105, Park Square Building, 31 St. James Avenue 
l ilo, N. Y., room 1806, Liberty Bank Building, 420 Main Street 
Charlotte, N. C., room 814, Johnston Building, 212-214 South Tryon Street 


Chicago, Ill., room 214, 840 North Michigan Avenue 


( nnati, Ohio, room 1128, Federal Reserve Bank Building, 105 West Fourth 
Cleveland, Ohio, rooms 2414-2415, Terminal Tower Building, 50 Public Squ 
Dallas, Tex., room 406, Trinity Universal Building, 820 North Harwood 

Detroit, Mich., No. 1, room 10-247, General Motors Building, 3044 West Grand 








Detroit, Mich., No. 2, room 10-248, General Motors Building, 8044 West Grand 

llevard 

Kansas City, Mo., room 1600, Power and ht Building, 160 West 14th Street 
fy No. 1, rooms 512-0 ; 





Building, 3: 





Angeles, Calif., No. 2, rooms 512-513, Tishman Building, 2325 Wilshit 


Memphis, Tenn., room 612, Sterick Building, 8 North Third Street 
nneapolis, Minn., room 2118, Foshay Tower Building, Ninth at Marquette 
York, N. Y., room 1032, General Motors Building, 1775 Broadway 
> iss 


zh, Pa., room 726, 1 Gateway Center, 420 Fort Duquesne Boulevard 
San Francisco, Calif., room 1215, First Western Bank Building, 405 Montgomery 


t 


Pittohes 


Washington, D. C., room 411, Cafritz Building, 1625 I Street NW 
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UNITED STATES SENATE 
March 2, 1 


| P lent 1G ( unsel. Ge il Motor Corp 
Detroit, Miel 
DEAR Mr. HoGAn: Since erring with you concerning the areas of ing 
tow h the subecommitte expects your President, Mr. Curtice to direct his t 
mony next week, several new questions have arisen by virtue of Sworn testi 
if witnesses. These questions still remain within the general area the sub 


mittee has been carefully studying for the past 13 months, to wit: whethe 


your enfranchised dealers have undue economic pressure put on them by 
por wihetihe th e iliiul rimination Cw 


y your corporation. 
\lthou I ami Sure you are familiar with the testimony of the various 
sses, it is felt that in the interest of fair play and orderly procedure we s! 
direct the enclosed interrogatory to your corporation at this time 
In this way it is hoped that Mr. Curtice will be able to give the subcommitt 
more detailed responses to the questions contained therein. If Mr. Curtice we 
prefer to submit responses to these questions in writing prior to the hearing 
please feel free to do so. 


Of course, 


the presidents of all automobile manufacturing companies have 
been or will be asked these questions by the subcommittee. 
Sincerely yours, 


Davin Busey, 
Special Counsel, Subcommittee on Automobile Marketing Practices 


INTERROGATORY 


1 What is the policy of your corporation res li 


garding the ownership or par 
ownership by its officers or zone or district sales employees or members of their 
immediate families of a legal or 


sal 


a beneficial interest in any independent cory 
tion Supplying its pi th dealers with goods such as tools, 
form Ss, efe 9 


2 W hat is the poli icy of your corporation 


accounting 


regarding the ownership or partial 
ownership by its officers or zone or district sales employees or members of their 
immediate families of a legal or a beneficial interest 
tion supplying aut 


in any independent corpora 
omobile dealers with services such as automobile transport 


' 
companies, advertising agencies, printing companies, ete.? 





3. What is the policy of your eee toward the fi 


ancing of dealersh 
4. What is the policy of your corporation regarding the ownership or partial 
ownersl ip } 4 


by its officers or zone or district sales employees or members of the 
immediate families of legal or beneficial interests in dealerships enfranchised by 
your corporation. In multiple dealerships enfranchised by your corporation? 

. What is the policy of your corporation regarding the giving of gifts or othe 
gratuities to district or zone or sales employees by dealers enfranchised by your 
corpor: tion? 

6. What is the policy of your corporation in regard to its officers or zone or 
district sales employees contacting its enfranchised dealers in connection wit! 
the solicitation of funds for political contributions or allowing their names to 
be used ir connectic yn with the solicitation of funds for political contributions 
from its enfranchised dealers? 


7. Does ane ft 


vr 


icer or district or zone sales employee of your corporation, or 
any member of their immediate family, have any legal or beneficial interest in any 
company which supplies your enfranchised dealers with goods? 

8. Does any officer or zone or district sales employee or any member of the 
immediate family of such officer or employee have any legal or beneficial interest 
in any company which supplies your enfranchised dealers with services? 

9. Does any officer or district or sales employee of your corporation, or member 
he immediate family of such officer or employee, have any legal beneficial 
terest in any dealership enfranchised by your corporation? 























PRAC i SSS 
i or d ict Sales employee of your corp vl 
ie erally ot wh officer or ¢ } yee, own a interest 
\ ised bY your rporatiol have such f hiy 
e itment by u por 
lice! D er UI rpornation ever encour I 
, » be use i ny pe the 
I fever rem t 9e rrr ‘ ‘ P ed. or 
. his e te ‘ ‘ n ‘ ‘ ’ 
, , Y 
1 . ' "] h the } ' 1 S] ev ¢ 
itr t the corporation 
l er ¢ one o1 trict sale Imp ( r! yer ¢ { l ed { 
f } fficer or D ef lega r bene i terest it ) 
} ) 1 1 ) ‘ ly . h vor : ‘ 
hie I Litie this Person, the 1 ( na ! 7 1 ‘ the 
\ which he bas an inter na the y ent market va ‘ t the erest 
member of the immediate family me and é th er or em 
to om such pet mis re { | 
I n ror e or district sales ¢ lovee or member of the ! lia 
of such offi ‘er or employee | is any | ir hbenefic l interest in ar deal 
D len) hips enfranchised by your ¢ ration, please list tl mie d 
of the name and add if the ce hi yr dealershit i 
( immediate family, the name and title of the officer or employee 
n 1 is related 
GENERAL Motors Corp., 
Detroit, Mich., March 7, 1956 
PAVID Bt it 
\ y/ muensel, Subcommittee on Automobile Marketing Practices, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C 
k Mr. Bussy: Replying to your letter of March 2, 1956, and the interroga 
sed therewith, I wish to submit the folloy 
r te in rro tories No ] ind No 2 the corporation hi S no ¢ press 
regarding t ownership by its officers o1 of its employees or their in 
m eS 1 le lor a beneficia nterest in anv indenendent corpora 
) ry its ¢ rine ed dealers (@) { 0 h as tools, accounti 
I or b Wl services such S auto! hile t }) t compan ave 
encie rinting companies, et 
‘ver, well ur rstood in General Motors that iflicer or employee 
ber of their immediate milies should not ive I nterest of any 
nv supplier of General Motors or s dealers which 1 ht contlict in y 
l terests of General Motors or its dente or whic even in the 
S a contlict, 3 ht result in VY unrensonal ry abnor il benefit 
( er, empiovee, or mel iber of their i he ite 1 Lite 
nswer to int tory No. 5, the policy of General Moto with res] 
nancing of lerships is set forth in the Motors Holding division dealer 
tment plan, a copy of which is submitted herewith. The financing is of a 
Vv nature During the 26 years of its existence, Motors Holding has 
1 752 dealers to acauire the ir own business Tod: 7 there ire 347 dealers 
than 2 pereent of our dealer body receiving assistance under this plan 
tly, the buy-out time is averaging 2 vears and 10 month 
nswer to interrogatory No. 4, the policy of General Motors regarding the 
hip bv if ficers or zone or distri sales employees or members of their 
( e families of legal or beneficial interests in deale hips enfranchised by 
Motors, or in multiple dealerships enfrancl d by General Motors is se 
it j nt’s general letter No. SO7, dated October 30, 1946, and president’s 
al letter No. SOT A, dated June oS. hi 


f 


sed 


le 11@TS 


+} 
OLIN 


¥ 


PTatnivies 


lowe er, we e 


answer to interrogatory No. 5, Gens 


hy 

















not accept or receive any gifts from anyone with whom he does busines 
of the corporation which might place him in a difficult, prejudicial 
embarrassing position or interfere in anyway in the discharge of his duties v 
nsideration for the interests of the corporation or the dealer or 
th whom hi be doing busines 
to interrogatory No, 6, General Motors has no policy with reg 
ers 0 ne or district sales employees contacting its enfrancl 
‘ I nh W es ( ition of funds for political contribut 
ving the niumes to be used in connection with the solicitation of fi 
polit contributions from it nfranchised dealers However, Gen 
I d not ndone DI ve of any officer, zone, or district sales ¢ 
f I g I pe t10 iting in his capacity us a General Motors re] 
ent ‘ f ation of 1 Is for political contributions or allowing 
! » be use in conne ion with the solicitation of funds for political 
nterrogatories Nos. 7, 8, and 14, we have not known of 
ve f General Motors or aly member 
( ite es ] ing any interest of any kind in any company wl 
( ir enfranchised dealers ith goods or services, until there was 
resti of this in testimony presented to this subcommittee. The possibilit 
S 1 rest ndi ed th respect to four companies supplying e 
g ( s Gel Mot ( lers. We immediately investigated 
were 3 ised that ne such interest existed Later one of the Companies adv 
{ ifeg eC] Or ti! I [ S 1 t correct 
\\ i lt Mr. Jo J. nin, vice president in charge of 
stall, is th wher of 200 shares of Kent-Moore Organization, I 
va rket value of $15 per share. This purchase was made in August 
M4 part of a publ Wer of 56,000 shares made available as an over-t 
ounter se r J 14 Mir. Croni s at the time general manufact 
r of Fisher Body division of General Motors Corp. 
I the stocklist i ppears ft t 100 shares of Kent-Moore Organization, I 
wned by Mr. Myrle E. St. Aubin, director of the service section of Gener 
Motors Corp. One hundred shares are also registered in the name of Mrs. Hel 
Laura St. Aubin and Mrs. Louise D. Stockwell as joint tenants, the wife 
mother iw respectively of Mr. St. Aubir 
At e present time Kent-Moore Organization, Inc., which manufactures a 
elis special tools to automobile dealers and others, has outstanding 260,000 sharé 
( Co ( StO 


In response to interrogatories Nos. 9, 10, and 15, to our knowledge (a) no ¢ 














r or 7 I or district sales emp ee of General Motors has any legal or be! 
ter ealership enfranchised by General Motors; (0) members 
ej ediate families of some such officers and sales employees have such 
terest nd (c) dealerships in which such interests are held by members 
the immediate families of some such officers and sales employees have not re 
ceived preferential tz tinent Motors All such interests are t 
be repo r the ¢ Tr but collecting the information 
S check of several locat partial list compiled since ye 
ett s received on March 5 ire completing the check of « 
records and w file a complete list of the information with the subcommitte 
orTtTwo 
I S to interrogatory No. 12, to my knowledge no officer, zone or distr 
iles employee has ever encouraged or knowingly allowed the use of his name 
in connection with the solicitation of political contributions from enfranchised 
ers Mr. William F. Hufstader, who for several years was active in tl 
pn ( the Republican Party in Michigan, in 1952 called six General Motor 
lealers in Detroit on the telephone and asked if they would be willing to solic 
political contributions for the Republican Party in Wayne County from ot) 
t obile dealers in the Detroit area. No suggestion was made as to how this 
to be done or as to the amount or amounts to be collected. Nor was any su 
le as to the use of Mr. Hufstader’s name It was a iggestion from 
1 to an individual. Five dealers said they would solicit contributior 
one declined. They were advised to send the contributions directly to tl 
\\ -Count 1 Finance Committee 
I I rto No. 13, the answer is “No.” 
Ve ‘ v vours 


H. H. Curticer, President 








June 14 
ject: General Motors employees acquiring or investing Genel! M ; 
erships 
(ene minal ers of divisions, general operating oflicers, group executive 
executives, heads of stall seetions. 
etter No. SOT, dated October 50, 10-4 subject, General Motors empl 
iring or investing in General Motors dealerships—there was established the 
( that oO Salaried elpliovee ih an exec [ e@ Capacily, not ny employee 
( ervice, OI parts departments or of the isurance nvestment, or finan 
es of the corporation may acquire the ownership, either direct or ir 
General Motors dealership and continue as an employee 
Wiis kewise established the procedure to be fo wed where eC] 
ediate fal V ot an executl e or oThel ini ( plover 
e may acquire, ownership of a General Motors dealership 
he intent ol this policy not to dise min e az nst these 1ndividuaiS who 
eluted to executives and other salaried employees of General Motors o ts 
or subsidiaries who desire to ql al LV tor a General Motors dealers! p 
Q 
he s s the intent of the policy that the relationship of the 
er to an employee be not exploited to the advantage of the dealership. Wh 
S nd advice on an entirely personal basis would be no t is 


e understood that an executive would so conduct himself that any confidential 


ion be not divulged, and the relationship be an impartial one 











fhe policy requires that the dealership shall function strietly in accordance 

e policies of the division whose franchise it holds, the Same as any othet 

( rhe performance of the dealership shall be judged entirely by the di 

ceording to its established standards. Likewise, the annual renewal of 

hise sl lI! be a matter for the sole determination of the divisio 

e dealerships held by the immediate family of an employee of a division or 

neral Motors shall be reviewed annually by the group executive with the 
ve vice president in charge of staff activities, 


C. E. WILson, President 


GENERAL MOTORS CORP., 
October 80, 1946 
bject: General Motors employees acquiring or investing in General Motors 
erships 
General managers of divisions, general operating officers, group executives, 
ff executives, heads of staff sections. 
rhe above subject was discussed at the October 24, 1946, meetings of the 
nistration and operations policy committees, at which time it was agreed 
the corporation looks with favor upon those of its employees who are able 
ualify for dealerships selling products manufactured by General Motors 
ver, it was felt that conflicting relationships may result when an employee 
iires such an interest in a dealership and continues as an employee of the 
poration, Accordingly, the following action was taken: 
‘Oo salaried employee in an executive capacity, nor any employee of the 


rvice or parts departments, or of the insurance, investment, or financing 








i 


es of the corporation or of any of its divisions or subsidiaries, shall 
ire the ownership of, or any financial interest—either direct or indire 
dealership selling one or more products manufactured by General Motors, and 

ue as an employee, unless such products do not constitute an important or 


r proportion of the total business of the dealership. 

\ny such employee, who at the present time owns or has a direct or indirect 

ncial interest in such a General Motors dealership, shall report such owner 

ip or interest to his general manager or section head, and through him 
\ 


oup executive or vice president concerned The group executive or vice 





lent, together with the vice president in charge of the distribution sta 


en analyze the facts and circumstances involved in such ownership or 





L 


ming whether they ire consistent with the objectives of 
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3. Any such employee shall report each instance where a member 


ediate family has, or in the future may acquire, ownership or a dire 
| interest in such a General Motors dealership, to his gens 


BCL 


er, or section head, and through him to the group executive or y 











esident concerned 
T! group executive or vice president, together with the vice presiden 
} ore £ th listr buti ) | F shal the " IvZ t} » fa @ and ( reumsta 





nvolved in such ownership or interest to determine whether they are consist 
ith the objectives of this policy. 
C. E. Wiso0n, President 





( \ ' ors Co 
et h.. March 13. 1 
MI DAVID BuSsRY 
( insel, Sut / ) tutoniobils Varket 7 i CtICeR 
Comn fee ¢ / ( ea Foreiqgn Ce } ( 
i fed Ntat \ f War not J) ¢ 
DBA Mr. Br s suppier ting mv le r ¢ M nm: 7, 138 ind furthe 
swerill th nterrogat ! ! ed with vx tter « Mareh 2. 1956 necif 
s No. 10 and Nc 5 hes i . SETI O rth t ite ed inform 
i swer t tem 9 of the roga 7, 28 ed th to our knowledge 
0 t one or dist sales employe if General Motors has any leg 
henet il interest in y ership enfranchised by General Motors [1 
| | on of the attac d ji e learned that Mr. LB. B. K ih lve 
I r of Pontiac M r ¢ ] I a 2G me nf fina | interest in a Be 
cd rship nerate hv his oO y 1 will not th t teres of the 
( Ss s the eighth item o1 age 7 of th ittached s This eprest 
n of corporati policy and Mr. Kimball has been directed to dispost 
his interest the dealership The question of disciplinary action 
eter ’ i fu in\ stigation ind detert ( s to the pers 
ersc responsible for the « n from policy Ph lealership records 
fficient disclosure of the interest of Mr. Kimball so that the violation <« 
have been avoided when the enier hip was established, or ired immediat 
thereafte1 
To the extent of the information set forth in the preceding paragraph 
uuld like to amend my previous answer to item 0 of the interrogatory. 
In passing, I migl 


it refer you to my testimony at pages 1520 and 1521 of 
tran pt where I st 
mobile industry, General Motors and General Motors dealers in particular 
referred specifically to one dealership wherein a young man started in 1950 i 


small community in Michigan, with $3,500, and the balance of the capi 


r 
required furnished by Motors Holding division. The dealership to whi 
referred is operated by my nephew and is listed as the first item on the f 
page of the attached list. 

Very truly yours, 


t 


ated that I was optimistic about the future of the aut 


I 
i 


H. H. Curtice, President 


) 
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MENT BY IF’ REDEKIC G. DONNER, VICE PRESIDENT 
CHARGE OF FINANCIAL STAFI 
MICS ASSEMBLY PLANT OPERATION AS A 
NEW AUTOMOBII 
eis F. G. Donner. Iam a vice president of 
of the financial staff. 
nmittee has requested us to discuss the met 
ition charges made to our car and truck deal 
y the olution of the present method, inclu 
and its relation to the pricing of our produ 
on on the economics of our assembly-plant ope 
rverall « ts and the relation of car prices t 
st he individual custome 
5 Y [ LSS ¥ 
‘> \ | ot adil port Li i 
‘ his ! With many other pre ts 
1 ‘ 
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EXHIBIT 1] 


GROWTH OF MOTOR CAR INDUSTRY IN THE U.S. 
on 1900-1917 then 

" aa FACTORY SALES 
OF PASSENGER CARS 


TOTAL PASSENGER 
CARS IN USE 

AS EVIDENCED FROM 
REGISTRATIONS 


tom, - 





1900-1955 
MILLION CAR 


MILLION CARS 
ANNUAL FACTORY SALES 
OF PASSENGER CARS 


TOTAL PASSENGER 
CARS IN USE / 


NCED FROM 


REGISTRATI INS / 
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Exuispir 2 


nee ASSEMBLY PLANT CITIES & AREAS 
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lar method could be adopted generally by all producers. 


OF THE ASSEMBLY PLANT SYSTEM 


tHE ECONOMICS 


EXHIBIT 3 
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1 f ring plant (2) parts and components from manutacturing p 
rr elsew!l e tt sembly oeations nd > finished products from asse¢ t 
} ! or from the home plant to the dealers 
W e the assembly \ mil 1 possible to effect savings in ft 
portation ‘ ~ ] ne | ished I Cisse d rials} roiatton sts ure requ 
move the parts and components to the assembly plant Chis is termed “ex: 
nd freight.” There are also ther added Sts 2 presented by th ( 
ing, loading, and transporting Component parts to outlying ausseinbly p 
well as added operating costs and higher fixed costs directly related to 
r investment required to blish outlying a bly operations. Ove 
t @ilt a it bon the ave. ‘ Init co ofan cars pro 
‘ d to the i el 
} ( e! presel ed \ His ( reduction in Ost s how to allocate 
ber the custome isa whole. ‘This is a problem inherent in ¢ 
bh pene \ The reduction Li COSTS Day he passed on fo the Custom 
( selling r} ol n \ ad ransportation Charges { 
‘ l obile I \ ml 1 acri¢ i iyi Lis h sc Ving 
I I Lr iowel eine Ces Which me t tha customers shared eq 
‘ I 1 COSTS 
e adva ges of sembly plunt operations ] the ce Wines th 
Phese eee bi¢ "¢ rel il tie é I . wt 
I 1 by ri basis adopted Be Y nussembly p ti 
om vt nine the economics of th oe ( { 
b ! Col erations clude thre \V ¢ ‘ t put j 
’ \ i ‘ 1 ) I ili =}) | Ve \ hy I ited lo I 
janet fh ep . cturing ¢o1 en ) 
‘ r i i | the 
i ) ul i ! a Whi 
i { na i ed 1 that 
4 t ) t t ‘ ( i 
i ‘ it}? | 
yf V¢ ! cru \ ] ) oO 4 
shed « i ! hip 
\ h { J y ii Gs \ ( < he © 
. ( ( \ I ice | mu hotue i if S not ¢ 
‘ ib b i fil i i 
< { ' e | ‘ | hcie. I k | e! es 
pile i l ( i ] ( ll ( it, 20: 3 I nadaed il ‘ ' 
( ‘ L opera plant on a ade i 
er Marke of course i to popula 
he ito] ‘ ( the plar i i hat mu 
‘ onably ( ) e pl 
I he f 1 ing Div plants he ine ry producers 1 
\ ed SIil¢ \ It Olle I > in rail a } rUaALIor 
i I Lie ‘ ny |} ht rt TT ead on th east and 
In se ng an assembly plant s the manufacturer must also t | 
nt othe rs Which 2re normally evaluated in determining plant | 
i le al Nlity of labor, housing, power, wate! pply, and so « | 
sicall however, the selection rests on transportation savings in relatiol 
f irket are to be served An assembly plant is nerally located as « i 
‘ i major pop tion centers in the area wl h is »> ab b ft 
vel ‘ Otherwise, there would be too many back-hauls (represented } 
f he a embly ention towara he home plea t) vhicl ell | 
‘ SAVINZS } erent in asseml pignt operations 
| l sembly ] t ‘ hnomically justified, the st of transporting 
ent pa o the plant plu he cost of shipping the finish ehicle f 
plant to any point in the are: hould be less than the cost of trausp 
! vehicle from the home plant, or from another assembly plant While 
es in the rail-freight rate structure or shifts in population may affect th 
ed economics of a particular assembly area at a ter date, the plant s 
i I ! ged without nsiderable expense and dislocation iis 
[ i embly pliant syste eontinuing to en v the \ nt ec’ ( 
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IeXuiBir 4 


ONE FREIGHT CAR CONTAINS ONLY FOUR 
AUTOMOBILES WHEN ASSEMBLED 


ithe wt, ailing. iy 
¥ yy 
ONE FREIGHT CAR CONTAINS THE EQUIVALENT OF 
10 OR 11 AUTOMOBILES IN PARTS 
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FINISHED CARS 
LOADED FOR 
SHIPMENT — 


AUTOMOBILE FRAMES LOADED FOR SHIPMEN?) 
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The number of outlying assembly plants is necessarily lit 


ny communities, including some fairly large population centers, may be 
nsiderable istance from the nearest assembly plant in 
ularly in the larger assembly plant areas in the most tent 
tively large communities served by an outlying assembly plant wil 
1 home p Cand the assembly plant, 
kor example, a Chevrolet dealer in Chicago is served by our Jan , Vv 
{ ; in . Phoenix, A iz.. and Salt Lake ¢ ity Ita dente 
by ow t con sembly plants. While component parts are shipped 
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‘ ‘ plant and the finished vehicle then transpx 
. route to the customer, this is still accomplished at a k 
ill than would be incurred in shipping the finished vehicle dirs 
| from al her ving assembly plant 
{ Lie red in connection with outlying ‘at 
ivings. These « 5 
t 1) pr ring and loading the t 
y t Sil eo ng assembly pli 
hye : t ji cated adjacent t 
}) t ] nee | parts Gan be conveyed Lhe ass 
‘ ig g aine 
! Involve e dup tion ¢« 
j erhe i ( S QO 4 t ( } 
( t 1 mblv capacity outlying location 
i ‘ ( 1M unit of volume With ¢ q elt inecrea ( 
al ive ( rovice qui ( i] tv at the 
el ( Lyle 1] ‘ ‘ each l 
! ntories in t nd parts in the ‘ s and on h 
‘ ' 
ndicat l rided « StS Tuna eas S10 f » SLO pe 
d offset trans] mi savings tot textent 
r1ON COS PION ¢ GES AFFECT COSTS AND I 
shmet f the f ou ng assembly plants in the industry 
ule rer W e ] Dien Hoy ea ( Cost s 
pro cl b i I re were CTW vitrerha 1) The 
7 salelw t a ‘ t hie | ti} charge ey HSTOT 
Vv by the assen plan ‘or (2) these same savings could be use 
base prices of all cars produced in both the home plant and t 
mi pla S hic the tradit nial treati hh tor cost aving 
destination charge uld continue t e billed te USO! 
f a shipme 11 t home plant, with the ov | savings le 
te nof the list ] e of all « 
the stent 7 tice of the ito! industry to give i 
{ COST s Ihre a | I ues present by tod 
e dramatic evide the results of these p tices \ 
gs can be all ted ecifie n els, other « ivings Cal 
1 { mid el Sypre ‘ I i é | Pp! Ny 
C1 ene For ex ple, cost saving hrough the sale of w 
ec our ma uring processes hive viv but continuou 
e Suvings a spread er our entire produ n volume 
nning of assembly plant operations, some 40 years ago, f 
of applying the transportation cost savings as a reductior 
( Se pl Sofa ars produced w: s adopted and follows 
ns in the determination of destination charges have 
odifications followed changes made by a competitor. The 
~ adopted in the fall of 1954 and a further modification was mad 
! iv 1056 These modifications have reduced destination char 
] t reas with balancing increase in selling prices for 
a 
yf ) 
f 1954, General Motors established a maximum destination char 
more than 1,200 miles distant from the home plant. Using tl 
in example, destination charges were reduced up to a maximu 
‘ omers located beyond this line. This affected about 18 p 
evrolet customers In order to offset the reduction in reven 
nereased. The Chevrolet increase in list price for all custome 
ir, of which General Motors received $15 to offset the reducti 
charges and the dealer $5, representing his normal discoul 
ulted ji a nerease of S20 per ca 
percent of t » lived beyond the 1,2 
eived reduc f ri it up tO ste 
ns ih Ges Incres ilk LISt pri 
the othe ‘ ne 
nd t t} maximum chat 
e ant let customers in var ‘ ere fected 
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In Denver, for example, the reduction in the destination charge totale 
pared to the S20 increase in list price In Salt Lake Citv the reduction 
estination charge Was S68, or $48 more than the increase in list pric In 

alifornia and a large part of Washington and Oregon, which have 

iil freight rate from the East, the charge was reduced from S279 to the S140 


um, or by S130 Thus, the net delivered price to th I 
ist was reduced by S110 About 9 percent of our customer pri 
vy those who live in the area on the Pacific Coast) received the full advantage 
s reduction of $119 in delivered cost This change eliminated the net 
sembly dian costs realized on the delivery of cars in the Vaciti 
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EXWIerl 


EFFECT UPON CHEVROLET PRICE OF 1954 MODIFICATION 
IN DESTINATION CHARGES 


Sie MAX. 1200 MILE LINE 
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~ utte ' 
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—$119 Salt la an 2 + $200 detroit | . 
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of Customers 
Within 1200 Mile Limit 82% 
Outside 1200 Mile Limit 18% 
Based on List Price Plus Destination Charge 
of 2 and 4 Door Sedans 
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( Ks . of this ve (ic 1 Motors put to effect a further n 
f Ie ! destir on charges ft eustomers ou 
‘ { en vill be deve loped, this 1 lification has resultes 
( i fF applied onl tO « prod ed in the « It 
i the « Tr in the home-plant area now receiy 
< n 
\ m des Hew determined for all Ppornts more 
(4) t fy e ho play The are iy I this line « 
t I served by our west ist mbly plants Mh 
‘ let is S120 ! bout > lower thar 
i \ 1 destinat I { e will j { 
cite he | ‘ t are hich | Ss the 
ey ids Over e vears 
i ‘ ‘ ) custome served by the home plant 
( ‘ be based « the actu ( t of transportir 
ade ee t} by whateve ( vil « 
( ere re ed f ull cus ni ( ead Outside 
f ‘ hich « ‘ ) 200 miles from F] »> and who are 
1 nt ‘ if from Flint The new charges established at § 
HSI on harge in the } me-plant re ) plus 50 Del 
! Vhich the lak rail transportation cost then in effe t £2 
‘ l er locat ceeded the maximum $40 t tusportation « 
( I sv hil the home-plant irea 
4 ( I eus I S except tl } ercent loea din the home plant ( 
‘ l Ine reduction ‘ ination charges by these eh inges Aga 
e reduction { uy revenues, list prices were incre d In the 
( t thie Se in | Price r I] t oO! I Vas SoU per cor, f wh 
‘ M ‘ ‘ Dave ) e reduction in d nation charge 
ed resentir h nor diseou | sch Se in pricing results 
{ ! ( 1 ers ivi ] ce ! 1 Se Tie] a hile Sb pe 
é ( I ! at | ‘ I “ing upft * 
! nor the changes in list ces urd the destiuati charge basis 
Grene 1 Me S car line ( S ¢ rok s shown exhibit 6. 7 
‘ ( ] eS rat ( m S30 f 1 «'l le “OU for a Cadill 
Ex! ‘ } on. Ce tl Alotors car ad 1On8 Of February 1956 
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I i h Cad 
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Exhibit 7 and the accom anying map show the effect of this second modificatior 
] : 
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Chevrolet customers in various cities. 


In Los Angeles 


and other west coast cities the reduction in 


the destination 


In the Flint 


ree Was apy] 


roximately the same as the wholesale price increase 


charges were unch; 


e plant area destination 
eased $30. In Dallas. Tex 


irge Lotaled $47, or $17 
} 


The reduced destination charge applies to about 
cars sold. The net cost to the dealer showed either 
about half of our total volume. In these cases the 
charge was equal to or greater than the increase in 


inged, but list prices wer 


, and Denver, Colo., the reduction in the destinatio! 
more than the increase in list price, 


lat 


S6 percent of the Chevrol 
no change or a decrease for 
reduction in the destinatior 
the dealer wholesale price 
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IVALBIT 7 Biftect upon ¢ evrolet price Of 1906 modifications in dex 


chare t's 


Exuipir 7 


EFFECT UPON CHEVROLET PRICE OF 1956 MODIFICATION 
'N DESTINATION CHARGES 






mE MAX. $120 LINE (1956) . 
; 2 7 _sMAX. 1200 MILE LINE (1954) rm 
f e$8, | \ Nputte BSF Saar Ii a $40 LINE (1956) ) Porttand 
/@ ea @, sg if Seep cols Ba une { or etsio 
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<i I ) ty © \detrai sie = 
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\ | ' +37? @5t. Lovis / ; 
los Angeles /}~Albuquerque . 4+$18 <> Norfoik 
L+$8 \/ +$2 % Oxiahomea City, a ip $7 
6 v4 


Price Decrease (Shaded Area), 29% of Customers 


Pre Increase (Not Shaded Area), 71 % of Customers * 1200 Mile Line 


Based on List Price Plus Destination Charge of 2 ond 4 Door Sedans 








ihese destination charges ( 
* 9 e foregoing 1 
‘ In view of the 
' vas then pend 
riven to. tte 
i ol hie ¢ 
‘ \I ¢, 1956, no cha 
Se I erce -' eu 
‘ Ol 1) { il l 
cht rate ead of the 50 
j to March J, 1956 
(‘¢ tofthe ] , a) / ] ” CatIONS 
‘ ‘ ‘ I ve ‘ ed destination ¢ irges for all Che 
‘ eC} ose } i ‘ ed by the home plant Vho, as in the | 
e actu of rtiz eir cars to d tion The curre 
1 «} ge collected f mers 1 outivin issembly-plant are 
| ( t of ri Tre tte l ( pred 1 Lo the ait 
} dless rs } ‘ 3 pped hy ha been reduced on on 








(; il Me fro! ist ‘ l embly-plant ! no more thar 
eX $s COS f ssemb int om tions, including the cost of transporting tl 
‘ ent parts to outlying locations for assembly, and the ¢ 
ping f shed ca fro the outlying asse vy plants to the deal 
( ( ! | rie a 1 » thre joe j on of outly ng ISN¢ ; 
. | 
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] hie e t en, the ly e-plant rea oO longer derive vy benetit from t) | 
4 a i 
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KeXHIBIe S 


EFFECT UPON CHEVROLET PRICES OF COMBINED 1956 & 1954 
MODIFICATION IN DESTINATION CHARGES 


—~____ MAX. $120 LINE os 
Posecnie +—— Seat i \ 
—$iit \evtte oA } Portland 


¢ ~ > $40 LINE waa 
/* Portland q @, $31 L a ae it 

J { sTON 
f —$il) ~ | Minneapolis @ )Flint 


5 , ne 9+ $32 
tl si | +$30! Chicago| f etd New York 
( [Salt take Giy +8508) “Boetrol Fy s33 
\ a | ® “jy -— $404 Kansas City ts “QW ashington 
Stale ae —4-$27 \ St; Louis My 


. yf +. $34 
2 Cincinnati 
$5 @+$38° "4548 Anortolk 


Los Angeles oC —l___Oklahoma City “ + $2 


“eo —$til Albuquerque + $6 emnhis 
} ~- $23 L ° 2 4 $22 @ Columbia 
+$13 
| Dallas@ 


rictesiencmel 4 $3 


or Se 
‘ \ ‘ hu a 1 cy 1 
{ price were increased a total of S50) (S20 in O er io4t and 
1956). of which General Motors received S3S to offset the duetior 
tion charges and the dealer S12, representin | nornmial di 
il of the two reductions in destination chat ge from 
r Chevrolet customers located just beyond thie ea served by the I 
lol for t l ad oon the ist \t reflect (} 
rice, the maximum reduction in ce | S111 
to about 9 percent of Chevrolet’s custome nNeluding all of 
e Pacifie cons All customers who are more thar ome T2007 
i tint have received some reduction in delivered price 
Gne effect of these reductions is that drive-away and tow-barring 


nsportation that had been widely used by nonfranchised dealers particularly 


t coast and in the Southwest and Southen no longer offer the 
of transportation Cost savin formerly available to those using 
i 9 and the accompanying map show the list’ price pli 
for a 1956 Chevrolet, seric 210-VS, 4-door sec 1 in various citie 
whout the United States after the recent modification 
, / . ie prolet 1 f po ( fi) i 
y-d fate ¢ ] | 
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PRESENT CHEVROLET LIST PRICE 
{INCLUDING DESTINATION CHARGE) 
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Che current basis pricing preserves the historic single nati | 
dete ned at each producer hom ! nt, with destina nm har Si 
«if ‘ to ou il locations Che destin } harge inves to be 
he ¢os f tra portation for the finished car fro! he he ? p! ! 
pri bas i I pire ) Vv existing mmpetitive relationshiy Lmao! 
2 | producers 1 le-pla producers, as ‘ S with mu 
pT ho havea bly-] l perations Varying ie 
i I | esent isis ] om the mic t efits derived 
lent Sto er ( «<] by thos¢ hil 
j j ] ye ) nT ey ( uto? DvD 
ere e¢ h is to th masis of ¢ il hiy le 
} org r pas CP! i the « ~ f ] y el rs ! 
‘ } | nt the fact is the pp i i Ce 
se er t 1 tire ents il lve ihe bu ele! 
I Bu ) i und Po ic, In mounts ¢ 
I { Bu {> ) e-Vont Cas 
opera e 1eSS ¢ ! t i ise of C] et I bh aceoun 
» i hne-! I lit De! { ] ele l by Gr 
lot \ ed St _ ! n tf tl cur ped « e f 
(*} ou WS S in é S i () rile 
i ! I 1 nts for > percent of the total nu 
| e ul i! : 
ily heise I rail freight 1 ( Low ( LJ i 
n ¢ 0. TI full rai ins] \ nh rates fron int for shipment 
nisl i Ss ! ! ge about s] per unl I} ’ 
tion ma e f ) ( [by an ay or wut $15 per 
lary 1956 ec \ iti il $25 per unit, reducing the aver 
~ rto st eT 
t I } o lle fr eu ers in the out! y assembly 
\ ig wa" ( role nit, coniputed i educed basis 
ers ied in i Ma . bl ireas nd ect to a maximum charge 
r Size ( I! 

T! i costs involved in outlying assembly-plant operations (including : 
al ance G pe nit for loading and dubnage expenses and other excess c¢ 
the assembly plants) also totals S71. This allowance of $6 per unit for 
sts is al mum figure di estimated that it probably averages betwen 
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| 
| 0 {si ping component pat required for car ; bly t ut 
| Chevrolet assembly locations averages $40 per unit rhe « f transporting 
i e parts t he embly plant in Flint averages only th 
ren of $27 per it presents the excess ¢ 0 porting con 
it parts to the onilying assembl ocations, ne? \ red toa 
und transportation.” The average co of trans ting the finished car 
the outiving Chevrolet assembly plants to pou ‘ es 
the tot ctual cost of tnoving materints to the ! embly plants 
franspotl ng til ed vel les to custom S pb. | rh it | dl ind 
I nd her exe costs incurred in preparin I 1 
) I e take ta minimum of $6 per unit, th ! I sal 
unit I s balances th iverage destination cha f eB ui for 


{ tomers in the outlying assembly-plant areas Ss vhole re paying no 
e in ‘ Irrent dest ition arce ! t ‘ d by 
t portation charg nd other co direct! pp eo ng 
b nt ’ i wi ‘ 
For t Bui Oldsmobiie-Pontiac assembly oper ] econ s | d 
X en reight rates and the formula now in eff ® shown on 1] 
I i) ise, AVETALE “Lil tion ¢ trae I the mu ili b l ers 
i v6 nit are Ol Vhat les than the $110 ne f ex i 
ad ul \ ibiv-plant ope ions, and, in fa i han 
ve g t $ per un for actual excess inbound an | 1 tr rla 





Combining all General Motors outlying assembly plants, the desti 
“es now collected from customers served by Chevrol and Buick-Ol 
Pontiac assembly operations are approximately equal he actual tran 
ation costs, even before considering other excess costs incurred at the as- 
bly locations. Total destination charges average SSZ per u the o 
vil issembly plants compared with $37 for actual outbound transportation 
nd $44 for excess inbound freight or a total transportation cost directly allocable 
SS1 per unit This does not take account of the other additional cost f 


sembly-plant productior 
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\UTOMOBILE MARKETING PRACTICES 
] 1 r/ portation elements in assembl plant Opec? 
Bu Oldsmobile-Pountiac 
nsidering the economics of ea assembly plant area separately, we ! 
he customers in each of e out hg ssembly areas ure paying in tl 
of a destin n chat in amount which, on the average, approxima 
il tral wtation and other costs directly applicable to their particul: 
Nat | th ransportation co incurred vary with the plant are 
1 Outbound costs are highest in the larger areas served by the St. Lo 
and Kansas City plants and lowest in the east coa plant areas In the 
' the west coast plant bound transportation costs are very high be 
ite dis nce om the Great Lakes area fabricating plant 
MARY 
the foregoing it utlined how the present method of determini 
at charg ‘ I es originated he relation of the pric 
rs to economics Of our distributior and the presen hod of bill p 
n charg to Genet Motors dealers. We have en the ¢ 
picture for transportation co ind savings, based on an average 15 
rolet p ger car d for our Buie Oldsmobile, and Pontiac cars wil 
- ibled in Sincie s\ e! assembly plants 
torically, th tomobile industry has followed the practice of establ 
single list pr determined at home plant with charges 
leliveries in out ng | ons cost of rail transportat 
modified basis now u bi SW: adopted followin 
ir change by a ¢ jie co been adjusted to recogniz 
con ! s of I wh SNe bly ] is Under the revised ba 
estination charg to oO deal ing assembly plant are 
ximate, overall, t aggre te actual cost of transporting the necessary 
o the assembl ocation 1d Ss nished vehicles to their dealet 
( Plant ¢ homie deriv b ‘rom the economies of the assembls 
vst Vhi ustomel ocated in the outiving areas share in these 
benefit n a proportionate basis in accordance with their distanc 
the home plant As has been demonstrated, the present method remove 
ed p itom freight in the areas served by outlying assembly plants. We 
hat the method we have adopted is not only a logical one, but is entire 





AUTOMOBILE MARKETING PRACTICES Q)7 
ible and equitable under the circumstances and is based on an approa¢ 
preserves the historic single national list) price At the same time 

« the benefits of the outlying assembly plant sy only to the cust t 
by it 
present method was decided upon after careful dy of the problem 
ter thorough review and consideration of many alte tive methods | 
of these studies can be made available to Your cor tte you desire 
omers served by the outlying assembly plant Lie ‘ er favored not 
ged by the present method because of their location i relation to that « 
embly plant Th location, as we have noted, must be dictated by the 
mics of the rail freight rate structure Under alternative method . 
mh) 1 difficult problem, particularly for customers in out 1 issemb 
\ yare located at a point between the home plant and the a biv p 
nated to serve their locality We believe that the present method achieves 
| ible and practical treatment of a difficult and complicated problen 
Srarer Nore Ex Wisit 
IEBRUARY T. 1956 
I Lor muinItlee USE 
ed ith Mr. Julius Lewis on Friday, February 24, by lon istanes 
nal sked him whether or not he had upplied Line thern re m Bu 
rs th CLTMES, 
ved thi e had I sked him if he knew Mr. ID i) ite “ht be 
\\ reupon Mr. Lewis refused to answer any more qu ie tile | 
hn writin I told him that I would. Ile did say tha he deal with 
Mot Co. was on the up and up,” and that no comuini 1 had be« ie 
‘ out le of his CHiploy Ile stated that no ne had nlacted | 
ne this matter 
Davip Busy 
l it I ‘ 1%) 
I I LEWIS, 
eof Julius Leavis, Ine 
145 South Main Strect, Memphis, Te 
R Mr. Lev Pursuant to our telephor na onat Dp I 
uary 2 I hereby request that you supply the ibeon with 
nit a) 
uw kno the nan of your firm was entioned In rece iheoml 
ng hn cone on vith the pu hi e of costume for the anu nial ‘ ‘ 
outhern region of Buick motorenar division of the reney \MIoton 
Since the question has been ra das to hether o ot any dopa 
ed from the purchase of these costumes, T am re \ ui would like 
hten this matter out without he nece ity of bei iled to Wiasl 
tri hbetore the nbcommittee 
hererore, ples complete mimediately the attached interre abory | fi 
me airmail, special delivery If you cat oO make further Comment, ple 
Very truly yours 
Davin Bi by 
Counsel, Subcommittee on Automol Varket go Pia rer 
INTERROGATORY 
kor what vears did your company supply the automobile dealers of southe 
ion of Buick division, General Motors Corp., with costumes 
What did each year’s costumes consist of, e. g outhern colonel outfit 
lan suits, ete. / 
What person or persons in your organization handled the contractual a 
gements for the sale of these costumes? (detailin: iiate ) 
What persons or persons connected with the General Motors Corp. mic 
contractual arrangement for the purchase of these costumes? (d i 











} om tLtee y h copes oO hotosta of ch contrac ‘ 
wirchase of costumes as detailed above 
( Hy or hie i iny, did you purchase the « tu 
\ nount na } Supril the SUP] ( for the 
( mce) 
be total an it received by you for these costumes (in 
What was th imount received by you for each individual costume 
» Wt a 1 deliver these costumes? 
there vy commission, gratuity, gift, or other payment of ar } 
mpany or any individual employed by your company to anye 
ect th Gieneral Motors Corn... Genernl Motors dealer's organization 
her person ex | supp rs of goods in connection with any of tl 
tions? 
Mempnis, TENN., Varch J, 1 
M DAVI BUSBY 
Counsel. Subcommittee on Automobile Marketing Practices 


Committee on Interstate and Foreign Commerce, 
United States Senate Building, Washington, D.C 


bear Mr. Bussy: I wish to acknowledge receipt of your registered air1 
special delivery letter dated February 27, to which \ 
1 I received on Wednesday morning, February 2), at 11 a. m 

Immediately after the receipt of the letter, I requested the secretary and office 
manager of the company to examine the records of the corporation and compi 
the information requested. He advises me that it will be several days before al 
he information requested can be ascertained and compiled for the reason th 
he records of the corporation for 1952 and 1958 have been stored away and many 
have been microfilmed, which requires an examination of many films and the 
pving of the individual records thereon 

In connection with the foregoing, I wish to advise that Julius Lewis, Inc 
vhich is a Tennessee corporation, is the owner and operator of the two larges 


vas attached certain int 


specialty stores in the city of Memphis, Tenn., engaged in the sale of men’s | 
ymen’s, and children’s wear and accessories, including clothing, furnishing 
lingerie, shoes, hats, and millinery. It is the sole retail outlet in Memphis tf 


ng marketed under the brand names of Oxford, Hart Schaffner & 
Marx, Botany, and Baker. Many departments in these stores, which departments 


include beauty parlors, gift departments, etc., are lensed departments. The 





The gross volume of retail sales is upproximately S4 miilion annually and 


requires thousands of invoices, sales slips, bookkeeping entries, etc. Inasmu 
as the major part of the information requested must be ascertained from approx 


1,000 individual sales slips in each year, particularly in the years 1952: 
is will hereinafter be outlined, it is impossible to furnish this informatio 





From the information now available from the records of the corporation an 





supplied by the department managers of the company, I submit the following | 
auswers to your interrogatories 
] Julius Lewis, Inc., has never supplied the automobile dealers of the sout! 
‘ , Bu division of Ge if Motors Corp., with costumes Chis company 
does not sell or deal in costumes. This Company, though, in the years 1952 and 
5 s sold to the Buick Motor division through its regional office in Memphis 
sports suits consisting of coats and trousers and also hats, ties, and hand 
kerchiefs, both to the Memphis regional office of the Buick Motor division and t 
the employee f Buick automobile agencies 


(2) As previously stated, in answer to interrogatory No. 1, the merchandise 








nsi dof sports clothe coats and trousers, hats, ties, and handkerchief 

(3) Mr. Irvin Rosenberg, merchandise manager of the corporation, handled 
the entire ne tiations for the sale of this merchandise The circumstances sur 
rounding the agreement for the sale of this merchandise are as follows: 

in the month of June 1952, the exact ite of which has not been determined 
from our records, Mr. Rosenberg, upon learning that the southern regional office 
of the Buick di ion of the General Motors Corp. was contemplating the purchase 
of certa mel! clothin mtacted Mr. C. C. Darby, southern regional manage? 
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Buick division of General Motors Corp., with offices in the Sterick Bu 
} Tenn... who in turn referred him to Mr. Hugh Anderson and Mr. W 
ils of the said company in the same office. After certain conver 
hese two officials, Mr. Rosenberg submitted samp! f cloth and price 
lete sport suits of the submitted material, including prices, al 
{ ie “wl handkerchiefs Several weeks later, Mr. Rosenberg was ad 


ne of the officials named above that at a meeting of the 


the 27th district manage 
n the Peabody Hotel, his material and bid, after 


a vote, had been accepte 
binitte tmiples and a bid for simil 
andise to the same officials, which bid was agnuin: 


ine of Tas, r. Rosenberg again su 





; | ! 
In both instances, the Buick Motor division advised Mr. Rosenberg that the 
er would be for between 900 and 1,100 suits 
| ediately after the acceptance of the bid of this company, it delivered to t] 
k M ry division measurement charts to be completed by each official ane 
rr Whom said suits were to be made. These meusurement charts, e 
} ined the name and address of the emplovees or official { { 
delivered to this InNpanVv, from hich Mr. Rosenberg mipil 
ior the same This merchandise wa rdered fro ul ae ered to t 
nv by the Hart, Schaifner & Marx Co 0 Chicnag it] of which } 
ny is the sole representative in the city of Memphis, Tent Phese ord 
placed with Hart, Schaffner & Marx by lephone and the orders lat 
‘ by letter The exact date in June 1952 when the 1952 order 
( we have not been able as vet to locate, but the order for the merchan ‘ 


wted for in 1958 was confirmed by letter of this company to Hart, Schatine 
x of date of June 2ZQ. 1053 


», Contirming the verbal order for 1,000 co; 


aes ana 


or official were furnished to this 

ipany by the officials of southern region of Buick division, and the merchandise 
ailed to all except the oflicers of that division located in Memphis to wh 
ial delivery was made. 


name and address of each employee 





In 1952, Mr. Rosenberg, accompanied by his assistant, Mr. Herman Micci, w 


e southern convention of Buick automobile dalers in New 
necessary alterations. In 1953, Mr. Hierman Micei 
New Orleans, La 


Orleans and mad 
went to the 1952 convention 
, and made necessary alteration 

Mr. dilugh Anderson and Mr 








William Rolen, officials of the southern 
of Buiek division, General Motors Corp., with offices in the Sterick Buiid 
{ phis, Tenun., made the contractual agreements for the purchase of th 
tated merchandise 
No written contracts were entered into between this company and t! 
ern region of Buick division of General Motors Corp., the agreement being 
er the 1952 agreement, this company agreed to supply a sport suit cor 
fa coat and trousers in two qualities of merchandise, one quatity for S49 
ind the other quality for $56.25 a suit. Hats of a certain type and qua 
to | Ipplicd at S15 a piece, and a set consisting of a tie and handkerchief 
{ the ‘red into in 1955, this company agreed to supp! 
suit consisting of a coat and trousers and a tie for the sum of S65 1} 
any also agreed to supply a hat of a certain specified quality for th 
of $15 
er the 1952 arrangement with the officials of the southern region of Bui 
i n, the merchandise was to be delivered direct to the employees and of! 
hat division, but the statement for the same was to be billed to the vario 
he Offices This was done and payment was received by this Vid p oad fre 
flices In addition, the Buiek Motor division (Golden Jubilee) under the 
eement agreed to pay air express parcel post and special handling ch: ( 
moerilit and handling this merchandise to the respective employees | 
qials at their addresses, and pursuant to this arrangement paid to this con 
! n December 12, 1952, the sum of $1,022.79 in reimbursement for th 
MOTI SE iecharges thus incurred 
Com I m> reement for the purcha this merchar e@ he ile price 
chandise purchased was to be paid by the individual employe 
Ib agencies, except certain officials of the outherm region ros 
Bach of these employees mailed their checks direct to this « i 
' nt of the rchandise which was shipped and delivered t hie \ i 
plio of cert n oficial of the regional office, the sale price o which 
hy ft] { 


hern region of the Buick division 
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l erete ind miuake : a to his nnsw yhhotostatice copii 
eceivuable ind | eets reflecting t otal charges, cred 
' h of | HeSS insacted with the Buick motor d 
© it . (lo ) ( © pa ents Lo rerchandl ide Dy 
i ‘ ith.» poi lil re eth ed in the record 
( Ii " l . I eal thin 1952 and 190538 rel n 
I i mi thre rm. of Ilart. Schaffner & M 
( c | 
b) The hat Ipplies v this « pany in both 1952 and 1955 were pure | 
| l l ba final Tsaldea Lex | 
biddie ‘ ! ul als by His ompanv in both 19 








| iy | ! 2 to Hart, Schaffner & Marx for | 
‘ | ( ‘ > ) ‘ er ibie i | e ] ve \ 
y si ditiol mod I ul hich ‘ 
i rdey s ‘ ! en equirements o individ 
| 2 3 | iid i Crea ns. | hi 
! | { | ~] i) 1 qs) h ne 1 a 
I p2 ‘ l uM ol HH ( e su of SS.75 
{ I irl I iil ar \! I l iid i 
1 ‘ SOO | ( ~ | ‘) 1iie 
“ ( ‘ ‘ ‘ | paid an ad 
‘ ~) i Sih ( l j i ai to “p 
e individ 
{ | Ite | &" 3 1) er, | 
\ ‘ i i | , ! , 
| . \ al |’ r ¢ ! Th ly “ 
( poprede ) i ( ) | 
I ( Col] : I l ed 1 ihern 2 lo 
0 f Gel MMi ‘ ‘ hie f i) 
port su ri 1dih ( l cit ered to thie Lipo ( the | 
‘ Ihe ( I the Chari ( 1 s rrie Live \ 
L ( i ! OKIANHOMA ! It ‘ itive en on i ame ore 
ot » f ich sp suit, including coats and trous 
| ( the em] ( the I k agencies and off ls of th Mi] 
n e Memphis zone, I) ( d EL VP ne Phe suit d an 
livered to these ire itter l ere of the better quality 
| 5 nv received the i of Slo for ench tia upc) thre um of SO Lor ¢ 
et consi y « Lt wid hat erchis sold and delivered to siid « Plovee 
ollice 
I] edge! hh ittached ft s letter reflect the total pave ts made 
Various zones of the southern vion of Buick division for this merchandise 
j | : 1) lil ~ md hats old t the emplovees of the B 
PeENC IE ere paid for by ea lividual or by the Buick agency by wh 
the » emploved Phe checks in payment of this merchandise were s¢ 
di them to this Company Che merchandise sold and delivered to 
ii ils i I outhern region of Buick division, General Motors, was paid 
mpany and the pay nt is reflected on the ledger sheets attached 
The } nents by thre Variou nai idual employees were recorded on ¢ i 
kets Which i} proximate considerably more than 1.000, which tickets | 
scatte d through the records of 3 or 4 months his company will not 
ible » supply the tota until all cash tickets are found and examine 
i? ‘ mounts recorded therefrom 
9) Theil rhiat n requested ni this interrogatory is ontained in the answe 
» inter! torv No. S 
AD Both n Wov and 1952 the merehandise sold and delivered to the office 
nd a obile dealers of southern region of Buick division and their « 


ovees was delivered to them by parcel post with the exception of the officials 
iphis office Phe merchandise to them was delivered by our delive! 
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By ULI LEW1 / f 
\Iten l I / 
1} 
Nu hbeommittee on tutomobile Marketing Practice 8. 
‘ai 0 / fit wid lore ( Co ( et 
Washing a ee 
> li Le) if Niavve l LoG espond to the inter ) 
ined in your lette if date of February 27, I ene ed cer nh phe 
’ CCOUNELS res Vable ledger he re fle or" 
d }) ( { of busine transiacte tha Ubye l re 
| Various Ones 
) of tl} eccounts recel ib Led er heets which were fon irded 
| om original ledger sheets which were obtained from ¢ tran 
lt iste to Comply with vour request, we neglected to ex: e the 
‘ On Friday, March 2, in making a thorough check ot f ol 
eovered.§ tive ld Ol account eceivable ledge sheet reflecting 
1 rete s done with the mithern regional off : oN Buick divisic 
\l ors one | L e office qquyril the vea 14 1 1955 | in 
or your file th bove-mentioned ph ‘ COP Ol Line cou 
ede sh tis which we necle d to forward \ 
wish to correct an error in my letter respondi Oo vour i rogatoric 
e name of our pplier of es for the ora i it hie 13 c mo 
he venr 1053 
@ > mv lette re por CTPOLALOTY No. 6 ub or" on ¢ Ist LL 
il ke hic u by th ( npany in bot! nd 1! 
chased by this Comprny he Pulitzer Creations, Ine (0 Broad 
v York City bn reexam ind checking our invoice 1 find that the 
kere] I ied by tl conuipany for the 1952 order of the Buick 
( were purchased by this company from the Pulitzer Creations 
1 Miwa Ney York City bul ti ties Gelivered Db thi COMmMpany pul 
1953 order of the Buick motor division were pprlic by the Ilut 
( | Kast d Street, New York, N. ¥ 
paige 7 of my lette responding to interrogatory No. 7 ectic f 
| », this comy paid the Pulitzer Creatis Tri e SI f 
( N it compa Lo the above-mentioned ordet | 
il ( ‘ titement be ore d so read Ir 1i0d, 1 
ict he kwear Co N ork City thy im Of Sl Tor ( 
s tor thre il) ve-mentioned ordet 
( ) | v letter ti ' or thre nerehandise rit nd «a ere 
n nv to the Buick motor divisior ( tS elplove ] ail to thre 
} oe} WHS SIM il order merchandise, the sport suits being manu 
CCONE >» individu mews ert ind cor fing of ( il re 
for 1 ‘ nad trouse itso the hats were of a cert n type ot 
a ‘ ‘ were of a certain designate lor containing « inetive 
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ca eeananceeiiias 
SATURDAY, MARCH 10, 1956 
UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND I IGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 
Wa i ce a 
i ibecommittee, pursuant to recess, at 10 a. m., ro (;—1 
( ol, Senator A. S. Mike Monroney (chairman) presici 
; t: Senators Monrot ey d ‘Thurmond. 
ss or Monroney. The Sul mmittee on Automobile Marketing 
me its siting 
\ ive 1 St V ess today Repre ent Ve Shepard J. 4 
} I mthe Phird District of Indian 
eve 1t Was ve Mir. Congressman, who introduced t re l 
( fat 1954. to have a thorough FTC studv n the 
le market vy (10) t correct ¢ 
( MP [*| cor) 
“ tor Monroney. We at very olad to have vou ap} rand 
your testimony, and are happy to have you testify your own 
ATEMENT OF SHEPARD J. CRUMPACKER, JR., REPRESENTATIVE 
IN CONGRESS FROM THE THIRD DISTRICT, STATE OF INDIANA 
Mir. Crumpacker. Mr. Chairman, I wish to thank you, first, for t] 
tO appear and testify. and peaking is one \ 
rolling in tl veneral subject matter a couple of ven 
ins followed it very closely ever since, I wish to coi tul e 
nittee on the work that it is doing. 
l that the investigation that t | committee has conducted 
t ery beneficial to the indu try as a whole, al L part rly 
I ips between automobile manufacture ( 
PIV hua neld at » present time and what u say Ol 
‘ nti ] ( vol lete by t | tO} Vi ( ( eC! 
following week. But I think it is very Important tO kee} 1 clo 
k on what is going on currently in the automotive industry. 
of particular interest to me, not only because of my general] 
1 al wblic welltare, but ] l spe Wea ly LUS¢ I col 
South ben [ncl.., which ha & L¢ 1 u 1 \ . a 
ve, IN dad t10n to the Studebakei { Di, | } | ! Op 
nal ho. ( I the Bendix ( orp., aud Ul ( e U! 
pal employ In my area and depend px voU u 
ndustr 
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pants off on stretchers / 
Mir. CrumMPpACKER. That rioht dJTaj lirect] vital 
ving one of the participants : South Bend b 1 
| hie ; > ; , a = 
i (} eher, But just to VW ow th romp \ 
| eloped the Industry from an industry compri ea of 3.) rere 
mil 3 smitll companies Into 2 very large compat es, 1 medium 


ed and 2 very small ones. 


Senator Monronery. That is in relationship to the automob 


; ; 
t vou measure your Studebaker and eve \n Cad Mot 
? my? ley ] ide 1 ] i | | | 
) i ( CO} dered midge 1} { ie Oo} il rtoOmMol q)>! 1) { 
, } 
! ot the venel | AQ iC] ‘ PCONOTNN nat VY Wii be } ) 
» . . } 
{ 2; Ol ( corp rations, \ ii ti \ not / 
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= ite N} i il al of the dominance of the 
tuSTI') by Wo 
Mr. OC) IPACK ER | il lit Ves, Well, during the Ix 
i { 1 eC! (rovel brie | ») wed TesSfLTiclions on auton 
ring, they al ited the total production between the va 
percentag { if \ based o What thell sales expel 
( 1e Po World Wa [i per od, ana t rose allocation 
GG Mo 11.2 percent ol total producti Chrysler, 
‘ | » pe qdstine Le} ent 161%, pel 
Now rast ( roducet ' week, the weelk ¢ 
\} | (rene \Io produ | 6 per Lc. OF lo pe 
he iHocated durn 
iv \ j ! 1 Uti hye 
Ix ‘ vsler prod 
) } ) ( t 1 ( if ! ! if IX ( 
ii ] | ( }} i ry percent. as Op 
aca ’ Kore 
Now 1 Lieve er dunt ne the yeal nee the e 
{ IX « ( i } | \ ) Dig ! \ il (| | li 
’ y i) ( TIO?) 
thie l t ( \ es OOD 
| wl 956) ) iS were ll roduced, and refused to br 
Vel [ vo l they | qaa } it To! 
ndp ] oO ) ViLY 
( i} { ) Ve yen 
, C - 1} (+ | \] tor rods a 4 pel 
of et ] Del ( ) neast vear: Ch 
19.70 7 or ip { i. t production tha hey |} 
1 thre ier eC Ss. Ob.) percent, So that the t 
118.4 t, but General Motors is only di 
i th it was the same thing in 1954 
} { Ort ed aw ore CH fro. 19D. General Motors (i 
} | j ¢ V continued to gro' Ford didn’t 
r 7) | | y ] } up ywhat had been their | 
vest vea u} to th ili Ll last ye ur cam lor Oo and they {’ 
ey larger. 
But the shrinkage of the market is entirely at the expense of Chr 
ler and the nu depel! dents Now why is this so? Well, there are 
ul of reasons and I am not critical of all of them and IL cd 
tend to get into any comparison of products and [ don’t intend 
! ul of Ford or General Motors products. L think they | 
} ut \ e automobile 
senator ie NEY. Asa matte? of fact, isn't there a pretty gwenel 
level of good aualityv ind good performance on all of the cars: the 
big ones, the little ones, the independents, and all? The difference 
seems to be the momentum, like a big snowball rolling down will pick 


1 


r. Yes, J 


ome of their competitors. 


1p more snow than a little snowball rolling downhill. 


ink that is quite true. = 1 
IM 


LO 


sut there are 
tors, for example, a market 
Ford Mot 


iuct that they had no stockholde1 
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se. a wher of anv number of shares from 1 on up of 
na company likes to buy the products of that company, and 
i VMotors, | lye eve, na something over 400.000 stockholae 
| reeall it. and that was 400,000 potential customers tor General 
oducts that Ford Motor Co. didn’t have 
} ‘ ° ord hig iken e of that re ithy bv puttn yr the 
miarinel, But there are manv other facto | dont want 
( eto or to} \ but not the least of thr ist 
tabilitv of e (rel ral Ni ) (| rorea { 
}) Del ait ere l ho rola miwihe pro i 
et ov Buiek franchise for example. 
{ (| iden oreat deal of 1 ey during that time 
( ut tie ) } Ler DCC t. Cx 
for variou LSOl lida t cho to cut the pric ul 
) ( rut tend \ ] ! vy 
( LePaboit rate a hipaa ‘ th) | 
{ (} \ pPrilct ( \ | qu 
Cri {ol Lit\ bed \ l | \ ] ( = | 1) ‘ 
ry dive Leupp » that 
r MONRONEY. That is ero 
mackerk. Yes; and one thing that has happened to it to 
of the dealer is that automobiles today come eq pped 
y extras. ‘They used to say in the old model T days that al 


when vou bought the basic model T Ford was the vibrat 


rk tO Which you could add accessories throueh the life of 
hings as rear-view murrors, gearshifts, speedometers, 

re tires, and all manners of gadgets and widgets that you could 
VaArlols pec ple and add to it. Nowadays the picture isa little 


erent. Most of thea 


{ 
‘cessories are added at the factory an | the 
ories on a typica 


l car today cost a great deal more than the 

model ‘TP did 30 years ago. In fact, on a $2,000 automobile 

S pretty common to pay something like S500 for the extras 

1 54,000 automobile you are paying perhaps a thousand dollars 

for accessories, all factory in talled. Now I understand that the 
i markup hasn’t been carried through to a lot of these acce 

es so that if a dealer is marketing acar that retails for $2,700 or 

i@ like that, his 25-percent markup which is used to arrive at 

led factory-suggested retail figure is based only on the base 

and not the added aecessoi ies, and this results in many Instances 

e dealer actually having a net gross markup more in the order of 

s percent or 17 percent or something on that order, included in the 

ractory suggested retail price. 

Many dealers are trying to restore the historic 25-percent markup 

er their ever-increasing costs and this is ineluded in what is 

iy advertised as a price pack, and in justification of the dealers 

Ont Say that at least part of this price packing practice is produced 

y this squeeze that they have been put on which has been placed on 

their historical markup. But the dealer profit level has steadily de- 

ned and declined so that for many lines of dealers it has reached 

e vanishing point. Of the total number of dealers, the 41,167 that 

till in business today or were in business January 1, 1956, I should 

because there has been a great fluctuation in dealerships since that 
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‘ | 1 ed and V e@ 10 mig een TO Many ¢ 
! ri ) eli 1 Y tothe pub that thre VY al ‘ 
‘ } ( rie y At (*( i yl LC Te POU, 
mnnd marketine the the long run they will sutfer 
{ } ( 1 Od est Sray id rate. be LUise 
uf Ke e nutomobdite the \ y useful thing that 
‘ Lo" \) e} fii erent DOC Ol Pranchised d 
c 1 ( | «i ite It ] bikes { Lie iQ] 1 Cal 
O ‘ eoutu re { it minv be the United S 
( { Ni ‘ s We Le ! ( Lit { t Jt Wh 
( | } t V¢ Lhbit Le] ( Uh CULLEN QO] 
>! j re) O'l'e i. eP TOT il’ ¢ 1e) ( Ve {} Wie?) ( | 
’ ( \ ya stock of spare paris and emy 
\\ ow to repall { If th were 1) 
( Ould { rl \ uselul or ivle an Lis ¢ 
} ( is il CLOday But thi practice ¢ lt Torecing’ cars ¢ Cli 
IX lvh cutting ado the dealers ore Whiie maintan 
( ! ce j ( | ( 1 1 ovenel cit ment to tlre } 
to thy ir ley ( ec nd eve ti tot factor 1) 
the lesler ne rk feblood of the factory self, 
{ roraa { Ol [ el bev ’ fselt ! 
| hntioned that these big’ Companies, pari rly General A 
{ | a ii tab route to Produce riower s Vy uv pl 
} 2) t Tr) « tT 1 ‘ 1] ii The tile QO1'\ tO} Several ( 
(3 \lo . oF cotrse, is peel vulnerable ror vears to 
te <e oT 1 | that they are the bigvest COMMpAans 
LufomoDn naustry probably one of t greatest combines 
probs ra perlod of CPUS OF The ea ney then elye i} 
| ( ls | » Ve rc ive iwi mamta «(i tive police oft never ¢ 
bevond the 50-percent level in the total market for fear that 
woul j tte} trom vAntit1 tf prosecution. T ie } resent hie ic OT Xs 
ern \Iotor Whom | maderstal | vesterday petore This Comn 
} ed off as rid tlous the sue@estion hat they might be too b 
the first hea yf that company in modern times that has throw: 
Ca on to the wind and sought to grab as big a share of the mat 
} possibly could. But it is qu te evident that they could cu 
prices at the factory if they saw fit to do so, and they are u 
pressure undoubtedly be e of the ze of then profits wilhaii 
’ totaled over a bill dollars, which is bound to look rather | 
to the pubhlie o nerally and will imereast pressure for investigath 


to the size of the General Motors Corp., and perhaps they wo 


ag 





ke to reduce that level somewhat and gain a competitive adva 


Of course. if they did it might be rather d istrous to the sm 


} } } ] 
compat : in the industry who are not doing nearly so well o1 


} ] 4 ‘ ] 4 | fi 5 7 
ront and toss ecolunih, but (;eneral \lotors last yvenl made ove il 


( hay e prol is | haven t made Lli\ attempt to n 
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. . ss 
petitive bene t or a lone-term competitive beneht will depend 


Senator Monroney. I cannot follow your logic on that at all, 


one of the complamts of the dealer body of every fact 
he { it W e factory pro { lave oO me up and up and up, \ 
CO yf i} Mas Gon rt )¢ und mIewner % (i h Yiye Pron | 
tory tne deniel l Let caught 1h Tile jueeze Ol, GOW]M urd bore 
>] e Tine I] hneon nr hi thie Onipetitive race that ha Cie ( 
{ to apsorp pa ott tf mnecrense thit iS More nto the 
( Cill Th i 5 ef ( SOD} VE One 1 Lt o 4 in | Ve 
Lit L the ¢ dl « r tne vear,. at ik | Tii urr'\ Yr out of the 
i periornia t 
Nin ( tL MPACI Kt \\ . if - e < ( { sninde to all « 
| ers of a f the makes, that will be true, that 1s, t qaealer | 
Lol > W 1 bey | l orl ] throug ti) \\ te t! oO, 
tt out, for example, that only the General Motors deal 
f ! t i tive tol { a not, the} very d Hnitely 
rcompetit »peneht t tine (4 era Moto if 11e] i i body. 
My point is that while Ford probably could match 1 


probably will In one Ttorm or another, and perhaps ( hry ie] 


nel i} [hie \ ae now, £ am adoubttul that the (it 
( { ! iiford madert et . 1 de hot now tlre por 54 
t { lea} ral | ] t + | a t - 
Cu ( Tiie ie Dds. cit cit oO tivsat { ( rv tii 
Daker-L? irda ( ) md Up ti \ l the req. is tne yea 
hole. and thev t } thev are hoa better situation Trom 1 
|) LOT ¢ t production t ear I in T ev wel ley \ u} 
1 
Pe Line ur tp C10n TO aDSOrD si LU marge , Dut 
| 52 
] 4 
ive i paositio to cl be ad cannot offer their qeatel tlie 
. 1 
{ a { hh te ed to e General Motor lealers, the 
‘ 4 ‘ ~ | } } 
} | Lud i l ( ers and other who ado ( 
1 e De elit are oc QO I , } ( SC OO ye ( l not 
. 
| { ( ( | Pot rs it SF i ! { ( } vg 11] » ToOC¢d 
, iro at ~ } eTta 1"¢ ) ) ‘ a) ‘ q 1) 
’ 
Oo rit ‘ { l ro cra e quire Ci 
{ I ; : 
ot these 1 0 } i i | i; Uf 1 i tactor that 
l ) e] j init ] miket | ] { i ryyue 
j | i 
ust | ily ) 0 it ippened competi CLV tO tl 
roe (] Thi ( ] ( | { qow!l | } Wart 1 ’ 
1 } 
1 oy | V¢ | ( i tude ! ssn li 
) } ) 
{ me is) ral } ) tly ! | rough Tir lil’s » I 
) 
( ) 
I ae 4 
| it OWS PCN] \ oO tive share of the marke | erone | 
’ 
i icle 8) rosat Ee] ) 1) l comet ne like » percent o1 
| ¢ 
tai marke md they ( ! ) ton bare 1! } ent, o1 ( 
1 Oo ef it, Which Is tf enouen of the total 1 irket for the 
a 4 ] 1,7 1] iY { 
e 0} But I do feel that e long run the public will suffer if 
{ ] ‘ 1 ‘ 
omobrile naustry . 2 ] (ted oO continue to ¢ centrate mM | 
ine OlNDA { 
‘ . 
s if MoONRONI | in vo alone with the thesis that we have 
} I ? 1 j ? . ! } 
fect the madependents to the pomt where the public might 
. ‘ ! 1 } 
I pay more for ca ‘ I t! k that is a remedy that we should 
allow urselyves ft fol] into. he .aif the blie lis 9 ore 
Allow OUTSeLVE tO Tail into, because 1T thie pup has tO pay More 
irs, then it means greater and greater power, greater concentrat 


AUTOMOBILI ARKETING PRACTICES GY? ] 


——— . . 7 


. a at ne aie ae on an ae ene een an ae 
} 
~ 


} ™ 
} 
1 
L 
} 
t i 
ae Y ‘ 
| { 4 ul VEO i‘ ¢ +} i 
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{ 
( I if 1 ( Opal ! ( ] } 
( nt (| ! »! Liye | 1 ( 
“~E 
{ () \] ( y com .M ) ( 
) . ; ; 
Ir. Ba of the Antitrust Division, before he was pro} 
. ' ’ ' 
Federal bench, was making noises like he wanted to look 
[ ‘ nA ] 
Mir. ¢ r. I ont vy that I talked to Mi or 
| | oO ; } ‘ (: ‘ t 
WOU | LhiIng 2 years ago and Gave m the hour it t i 
j } 1, 1 : 
i Hated and also a large batch of correspondence that I had 
’ ; or: ’ 
a Trom automotive dente and tnat n rn pa ‘ { 
+ | i | , ye. ; . +] _— 1? 
vation that be has been carrying on for t > past ve >it 
} ‘ i i ee ; 
i respect to the Ge neral Moto ( orp. I would iike CO po it out That 


ere are really two lines of cars. They blanket the market w 


Chevrolet, Pontiac, Oldsmobile, and Cadillac. That is the line of 
irs from the lowest price class to the highest price class. In add 
tion, they have Buick which also blankets the market. The lowest 
| Buick is only a few dollars more than many Chevrolets and in 
omparison with Plymouth, for example, in the Chrysler Corp. which 
generally priced higher than the Chevrolet. You can buy a Buick 
for less than a Plymouth, and the highest priced Buick on the other 


hand is only a little bit lower priced than the Cadillac, and is as hig! 


priced 
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Mr. CruMPack¥1! 1 Now that 1s a misleading figure, 

ot of those are 

Senator Monroney. Replacements / 

Mr. Crumpacker. Duals, where they have added Lincoln to 
Oo Mercury dealers por Mer urv fo an eXIsting Ford dealet 


s ttor Monroney. Or the Lincoln line to an implement hou 


ca ¢ 

Mr. Crumi Yes, It k it ‘ Actually, I 1 
fiona vie ital only the order of 300 RB 
» time the ire almost a thousand fewer Chrysler Corp. { 

Now that is due, in part, to the fact that in a few 
e Plymouth and Dodge and DeSoto lines are being given excel 
insteacl of the dual Dodge-Plymouth, DeSoto-Plymou 
( r-Plymouth frat ses that have prevailed for 25 years 
I | ile} nort Lit IS ot only much hy ohet in the Chrysler 
ent lines, but also the ones that do fail the Big Twe 
quickiyv re laced by \\"¢ }]-{i7 mced ew deal ! ‘i ho are quick to 


n and pick the thing up because of the past record of the value of t 
rant : There a ay na trel lin the Ge} era] Motors deals 
body for the old, established people to get out and say “We have 
enous of this. we lon’t have to vo ¢ With this kind of n 

business, we are rolng to get out of Pag and the factories, In ! 
instances, have encouraged that, because they would rather have a 


man who is up to his ears in debt and therefore cannot atlord to 


back to the factory whenever they come around and want to pre 

hNhtlo Gomme i CLLTEIOY ie would prerer nol to do, The new ck 
articularly if he v ; financed by the company itself, which 
pretty cOmmmMONn prac e today, IS nhotina position to resist compa 
pre ure to engage 1n all of these practices uch as price pack 
I ive heard of many instances, as l am sure this committee ha 


} 


? 
ictory men actually Fong out and urging the dealers to engage 


that, and highballing and bootlegging, and all of the rest of thi 

pl ictices have been urged on the dealers by the factory fieldmet 
OT com e, the top management have ad pted an attitude of shock 

surprise when these thmgs have been brought to their attent! yn 


disclaimed any desire to bring all of that abou é but I know t| 

( hicago a few weeks ago the Ford Motor ¢ (0, gave a new Ford f 
e to a dealer there who has been frowned upon by the better | 
ness bureau repeatedly, and the Ford dealer group In Chicago we 
ina body to young Henry Ford to protest this, and I haven’t se 
anv place that it has been resi inded. 


Senator Monronry. Was that the Brieht Motor Co 

Mr. Crumpacker. No. 

Senator Monroney. We had some testink ny on that. There 
one case where we nad some examples of high pres ure phony acdve 
sing, in which the better business bureau interested itself, and I u 


ierstand the m mnavement of that has b el) eh mged bv the lord Mot 


Mr. Crumracker. Well, in this instance, to the best of my kno 


eave. 1t has not vet been « hnanved. | do! 


Vt know what it may be no 
Ir. Buspy. | believe it was ¢ ourtesy Motors. 

Mr. Crumpacker. Well. Mr. Chairman. I don’t want to take 
more of your time, and I want to thank you for the opportu 


of appearing here and discussing this thing. 


\ iin. I Wish to conera ulate the chairman « The Work tf ( I 
‘ he Cole te ( 5 nea b I ill Lo thi Oo t Led QO! 
lusty 
ever, It b QO mea has removed all ot e problem 
' \| N NEY IY t| COM)! tftee were xtenaded l { 
{ ‘ ij 4 CLOVE v1] ot the problem hh thie Haustry, bul we 
in get rid of a few of the roadblocks and pitfall 3 
ere ot Co (v} shen ke Oul if \ oO | eC Her | 
tm finding a lution to the problen nad have | 
\ Ve | \é I tO Co that | l lle dp .% l i 
Weare oratet lfory ur helpful ad ( 
x hie Vir. S v Rowell, president of e National | 
( Lutomobile Deal oclation., 
R we appreciate your coming befor We lad 
'\ re ( testimionv. a i Wwe vould like to ive 
l] t \ ( hive Deel eXCeHPt r the \leml Ot 
! Vo me Tor thre recora 4 
RowenLn. Stacy Lowell 
Vioxront [do you solemnly swear that the testimony you 
lo ¢ ll be the truth, the whole truth, and nothing bu 
>t) ln vou (aod 
| LOWELL. I do 
Monroney. Thank vou, sir. 


vy proceed in vour own wary. Mr. Rowe 


STIMONY OF STACY ROWELL, PRESIDENT, NATIONAL INDEPEND 
ENT AUTOMOBILE DEALERS ASSOCIATION 


| ROWELL. firs Way I say that I appreciate the Opportunity 
1\ ne here today at the lavitation of the committee. 
(| rian, my name is stacy Rowell. l am an} dependent 


bile dealer, Operating in Miami, Dade County, Fla. 1 am 
mv iourth term as p esident of the Miami Used Automobile 


\ss ) won. | erved LWo Terls vas president ol the lon (tal 
4 ' ' ‘ ’ 
Lert Luton bile Dealer 3 AS oclatlon, aNd Was Honored fast 
4 ‘7 ] A 29 ; 
the National Jt dependent Automobile Dealers onvel 
Pittsbure@h, Pa. by being unanimously elected president ot the 
( il independent Automobile Dealers Assoc acvionh. 


Dade Ce uniy we have a large eroup of the finest franchised dea] 


1 


Lmerica. We also have one of the finest groups of independent 
Nn wAmerica, We, the independent dealers, are not fighting the 
ed dealers: we are on ¢ xtremely friendly relations. bhey il 
Lour association meetings. We are cognizant of our mutual prob 
ind work together harmoniou ly in supplying the nearly 1 mil 


ople of Dade County With hew attomobiles, vood used auto 
.and transportation bargains. 


burthe. eCliphasize the fact that we are not hohtine each ot 


1g basis, | cin IOs t 
2 


Dade County except On a competitive ell 


eport that 1 am a candidate for county commissioner, district 
that vrent county, and the two segments of our ret ii} sutomobits 


sindustry in Dade County franchised and iIndepr naent are both 


porting me for this office. 
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Mr. Crumpacker. 2.251. Now that is a misleading figure, in 


Mr. ¢ RUMPACKER. Du Se ere they ive i id Lineoln LO 


oe Mercury dealership or Mercury to an existing Ford dealet 


Senator Monroney. Or the Lincoln line to an mplement hous 
4 
t 5° 
Mr. Crumpacken. Yes, I think it includes that. Actually, I t] 
Olhhal hew ¢ Lie! total is only on the ordei of 500, But 
( ! fime there nre most a tho isand few r Chry ler Corp. I 
nises, Now tha ue, In part, to the faet that in a few inst; 
» Plymouth and Dode nd DeSoto line re heine oiver eo] 
t Jy! dell AMIGA LAOUVR A e800 Whes are velhg Gl1ven exXclu 
rie Ss Insteact of the dual bouge Plymouth, DeSoto-Plymout] 
Chry r-Plymouth franchises that have prevailed for 25 years. 
} 4 ce . 5 ] ‘ nes ] ' 
ile dealer mortality is not only much higher in the Chrysler 
’ . 4 1 4 4 > »* 5 . 
‘ ent tines. bu uso the ones hat do fail the Bio wo 
quickiv re laced by well inced new cdealel who are quick CO 
nand pick the thing up because of the pa t record of the value of t 
anchises. ‘There has been a trend in the General Motors dealei 


> , 1) ’ . ’ ott ; 
Hodyv tor the oid. est ibhi ned peopte to vet out and Say We have | 


rh of s. we do lve to go ¢ With this Kind of mo) 


business, we are going to get out of it.” and the factories, in n 


instances, have encouraged it, be ause they would rather have i 
man who is up to h sears in debt and therefore cannot atlord to 
back to ft] ‘actory whenever they come around and want to pre 
dole So ¢ he would prefer not to do. The new ce 
articul rly if he wv Wha “| by the company itself, which 
pretty comnimon practice todav., 18 not 1n a pr sition to resist CcOmMpa 
pressure to engage 1n all oO] these practices uch as price pack 


I iave heard ot many i] stances, as { am sure this committee ha 9 


Pd . } ] ; 
factory men < Ing the dealers to engwa:s 


actually Fons out and urg ar ches 
that. and highballing and bootlegging, and all of the rest of thi 


practices have been urged on the dealers by the factory fieldmet 


Of course, the top management have adopted an attitude of shock 
surprise when these th ngs have been brought to their attention 
disclaimed any desire to bring all of that abou i. but I know that 
Chicago a few weeks ago the Ford Motor Co. gave a new Ford f1 


t 
lealer the rt who has been frowned upon by the better bi 


ess bu eau re} itedly, and the Ford d ile} group in ¢ hicago 
na body to young Henry Ford to protest this, and I haven’t se 
i place that it h s been rescinaed, 

penato!l M NRONEY Vas t] it th Br oht Viotor Co? 


Senator Monronry. We had some testimony on that. There v 


fie a + aos : aes | 
one case where we lad Some eXamples O71 high-pressure phony advs 
I : 
] ] +1 +? 1! Y . ,? ft t P ra 
tising, in which the better business bureau interested itself, and I u 


d J 
ierstand the manavemetlt ot that has been ehar ced by the ford Mi L¢ 


Mr. Crumpacker. Well, in this instance, to the best of my know 


' cae Bie ] ! ] % 1 vy whot 3 ] 
edige, it has not vet been changed. I don’t know what it may be nov 
ar ' yr 1 « 
Vir. Bussy. I believe it was Courtesy Motors. 


Mr. Crumpacker. Well, Mr. Chairman, I don’t want to take 
more of your time, and I want to thank you for the opportu 


appearing here and discussing this thing 








\ 1 IMOBILI VIARKI \ ( PRA ( Ae) 
| Vish to col ratulate the ( Likmahs ¢ the work tl col 
done ty¢ ( t fain b il] to | COOK Or! 

i ry 
el { ) ho nv \ ha removed all | ( prol Mh 
\I N \ 1 { thre eonimittee were xfenaded oral j 
dut remove l of the | oblem 1 tre Hadustry u 
n get rid of a few of the roadblock nd pitfall It | 
Lee of Cong! smen | ( Oul | \ ( } e ber 
| | (I ya LUt1O to the pre lH ind ( ) 
| Ve { \ ! tO GO It. 1 it hin helped | i Lil I 
We are grateful for your helpful advice 
x ne Ves ho | | pre cle t of e oN a) l 
Automobile Deak socintion 
. | ( ip e( Our COMInNE hefe ( \Ve 
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Senator Monronny. Wh loes that include / 
\1 j rt ia} } 1)] tea | | } bunt : 
ir. HOWELL. it Cludes A mnplete Check, DUbIper tO DUlMDpel 
* [> . | ] ] 
Senator M ONPY Hy the tranchised dealer / 
v1 ' ’ ; ] : re nr ] } 
a VELL. \< not Nn al ises, 1t aepends on how they are p i 


ch l. A lot of them are bought without warranty. 
senato Monrnoney. Do vou prov de for a substitute period Ol 


service on the same? 

Mr. Rowreri. Yes, sir; and also your independent dealers all over 
Cie CO ury rant the automobiles. 

sso) or Me RONEY. L ne ce some of the independent dealers ac 
vert no lifetime service guaranties. . 


Mr. Rowen. Yes, sir. 

S tor Monronery. Tell us about that. 

wELL. Well, I haven’t heard of the lifetime, Senator. 
Senator Monroney. Oh, yes. I have noticed it. It is in the papers 
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\f ROwFLL. There are a lot of them that lve we have one fir 
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Mr. Triccs. Well, I am not here to testify against 


any Nropno i] 


i 


mioht be developed to alleviate the situation, but only those 


reac proposals that our policy puts us on. 
Senator Monroney. The territorial security. 


\Ir. Trieas. The ter itorial security most of all 


Senator TrHurmonp. You are opposed to territorial security, 


i tand it. 
\ir. Triaas. We feel that this 1 just a creatiol of a 
ritor 


( \ 


senatol Mi NRONEY. Well the S1 valler de ilers On Ol 


if or THurmonpb. The small towns are Oppo d to 


~ or Monroney. For your information it is Just about 50 


ae lerc th n elves, those \ no supynport |] wn) 


Mrices. In the second place, the franchis ( Lit 
tive advantage over the nonfranchised dealer 
dealer must pay a price for any new cal 1) 
“USL SO] le marein to the fran hised dealer from w 
er these circumstances the nontranchised dealet 
or 1 ! eriou yd} { ! to thie 
I k J must interject here t uw aca the f \ 
t ‘ompetit oO nas orown Tustel t | l | a l] 
{ ist at le { dicate that these inde} ( 


v ellect ve competitors. 


Senator Monroney. Plus the fact that your fi 


| the recent adjustment, around sloO tr 
l ] 

lv from Detroit to Miami, when the testimony 

rad that To » above the factory cost pit it * 
1 } . ’ ; 
ea Vili. baVvING al en it, and sell it \ eV" 
| i j } i l ( cli Lie] LLLO l 
ere 

l 1} i i N 1] 0oLf0D x ? 
2 practice of the manufacturers more than to a 

s\ or Monroney. That is meht Phat is why we 


\ 
i | a 
’ 1 
) i $) ey new Aaucomol les li} end tl put QO 
it provide warranty service, which they Pact 
’ 1 . . : 
ind that the buver therefore calls on the franc] 
) : - | ae cs a al 
rranty service, Al dl that Lhe Tranchisead ae sit ( 
: 1’: 
rotected trom this practice. 
\ | , ae 
‘Ne do not belie e this argument ! sion { e190 
) t believe it can be maintained that any Ssubstant 
i ] : 
ed dealers mislead the public in th COl 
} ! ] 
j ed: econd,. there J no need Tor 


rovide a warranty service in such instances without « 


rranty service cuaranties are even nov ilimited ‘ t« 
rcumstances under which free warranty service will b 
We submit, therefore, that the benefits to franchised 


0 result from a prohibition upon sales by franchised d 


han consumers, are not of a scale sufficient to warrant 


50-50 


ad Ost 


pposed to it. You may proceed. I am sorry to interrupt. 
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Trices. I agree with you. 
Senator Monroney. Our studies have proven that even with the 
ce Department worrying about the dealers being too greatly 


rotected, the monopoly continues to grow, and more ai d more of 
pectrum of the automobile manufacturing industry is consumed 
© giant firms. We sometimes wonder whether antitrust acts 


o used to protect the rabbit from tne hunter or to protect thre 


1X 


being 

er from the rabbit. Certainly my experience with the dealet 
that there is very little opportunity for them to be the guilty 

es in antitrust—at least what my concept Is of antitrust lee 


\ though there are many bills pending that deal with antitrust, 
that any we have taken up would not hurt the dealers as to 


Senator THurmonp. Would you study these bills and see if there 
vy way in which they would co nflict with free enterprise or col 

t with antitrust laws or conflict with broad principles of govert 
t, under which this country is founded 4 

We would be very glad to have your opinion on th: 

Mr. Trices. Well, let me kind of summarize ow ea by saving 
[am very happy that the Senator did not include in his brief 
vsis territorial exclusive arrangements. 

Sey itor ‘THURMOND. Well, there is no proposal of that kind befor 

rnght now. 

Triaas. This is the thing that our peop le are most concerned 

out because they are large purchasers oft wuton ol ile equipme { 

they would foresee that the same Cv pe of practice would 
ed to the farm machinery business, Too. 

Senator M¢ Nroney. I think perhaps, while we haven't that before 
we are familar with it, and we are familiar with other bills. The re 
everal ap proae hes to it, one to de ny or to so hear ily penal e th 
iler that he nous ! not sell outside of his own prescribed territory. 
ere are others that call it the seller’s responsibility for servicing 
car if he does <ell outside that territory. it 1s apt to happen more 

more now with television and. blitz advertising methods. nad 
e farmer himself will feel the need of some degree of service war 
inty in his locality, even though the car is bought 150 miles away. 
ise he simply can’t afford to drive in and spend 2 day or so having 
it car service ina metropolitan center on the warranty. A law 
ould probably be required under the Antitrust Act, to do the thing 
geest. We would probably have to amend the Antitrust Act, 
so that the factory could penalize the selling dealer when the ea: 
bought from outside that trade territory. 
| don’t think that the factory could put into the contract the very 
& that you oppose. 
Mr Trices. Well, we will be interested in seeing the omnibus bill. 
senator, 
Senator TrturMoNnbD. Speaking for) nyself, I certainly do not wish to 
ee any ae taken that would tend to interfere with our free coi 

etIti ve vstem. I think that is what this country is founded o1 

soapbaads want to maintain it. . 

On the other hand, there are evils that have grown up in this auto 

obile marketing business that need correcting In some Way, al d we 

e hoping that the manufacturers and others connected with it will 


9 tha 
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take steps to correct those evils so that there will be the necessity 
as little legislation as possible. 

Mr. Triacs. That is right. 

Senator Monroney. Thank you very much for ap pearing bef 
us. Weare aw fully ¢ go lad to have you before this committee. 

Mr. Trices. Thank you, Senator. 

Senator Monronrey. We have as our next witness Mr. Dani 
Pierre, president of the Atlantic Motor Mart, Inc., oo \I 

We are very glad to have you, Mr. Pierre, to give us the be 
of your testimony. You are strongly recommended by cans old se 
mate. Senator Payne. We reoret deep ly that prior commithni 
compel himto bea way. 

Would you state your nani 

Mr. Prerre. My name is Dan iel F. Pierre. 

Senator MoNRONEY. Would you raise your right hand? Do 
solemnly swear that the testimon y you are about to eive will | 
truth, the whole truth, and oihae but the truth, SO help} you & 


Mr. Prerre. I do. 


; 


TESTIMONY OF DANIEL F. PIERRE, PRESIDENT, THE ATLANTIC 
MOTOR MART, INC., BEVERLY, MASS. 


Mr. Pierre. Senator, as you know, I made extra booklets for yo 
self and Senator a hi hie nal. My dis USSION, as Vou perhaps see he) 
Is on present used-car marketing and finance practices and the ne 
for revision. Naturally, I feel honored in having the privileg 
appearing before this committee. I am the Pontiac dealer in Bi 
lv, Mass., and have been since August 1947. 

Prior to that time I was employed directly by Ponti: ac motor d 

ion of Genera | Motors Corp. since 19Y6. Practic ally all of this t 
I was on ca. SsS-management ac tivities and eneanged in dealer « 
tact work and assisting in building up a strong and quality cd 
organization. 

My accomplishments are a matter of record. At the present tn 
I am treasurer of the Pontiac Dealers Association of Metropolita 
Boston, Inc., and secretary of the National Pontiac Advisory Commit 
tee. It is quite natural that this program should be based upot 
experience as a business management manager while with Pont 
Motor Division and enabling me to have firsthand privilege of review 
Ing ee operations in their territory. Many of these contacts 
reveal the blind appraising of used-car values on a theory-guess « 
ewamb le wi 

In all ot these vears ot revie WN the conclusion Was forcibly driv 
home by repeated observation that one of the principal causes of 
dealer failure was due to ignorance of true used-car values, as well 
not having a reliable guide to support a correct trade-in allowan 
and a true value of a used ear priol to negotiating au new-ear sale 
Surely ab tter understandy “ol fundamentals, a more systematic and 
OreraniZ “«l procedure has bee 1) needed 11) transacting used Car busine 
Of eaunl importan e was the need of a ciearer conception of what co 
tituted an honest and true used-car value, the quota objective in use 

r sales and turnover, with the mental satisfaction of used-car bu 


ness completed and conduc ied ona profit level. 
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In the full sense, we should ask ourselves the question: What ist 
he done either i ndividu: ily or collectively to insure a better and a more 


permanent orde r of automobile marketing practices as applied to used 
| er. ‘l eee a tee 


1 respect tive of these | roblems it 1s high time that we eliminats 
from this industry oo fomer bey ire basis of operating. I firmly 
helieve that the lnek « { eae wpproa t) In the | 1) i @” of the cor 


umer group has been ths Mos t impo rtant contrib uting factor in limit 
me owner voodwill and jeop araizine our sta nding In our commu Cy 
bv eltii runsound On unc sirable practi es nm keting and fliannen 
lt would be unbecoming for me to stand before this committee and pas 
judement aus tO why remedies and improven ents have not been mac 
Perhaps it 1s in order to say that such a program as will be shown 
here today was brought about by adhering to a well-known saying. 


} ] > 
Which reads ° 


rhe greatest and noblest pleasure which men have in this world is to diseover 
new truths and the next is to shake off old prejudiecs 


It with that happy though that leads me into reviewing this pro 
rram by analyzing all of the facts without a and with an 
open mind, without any thought whatsoever of Government control 
indina true spirit ot cooper: ition witha proper reg aul to the economic 

sition of the consumers, the dealers, the financial institutions, and t] 
mal uta turers, 


Phe a question which must be answered, therefore, is: Tow 


hould it be done / And that, in my opin ne ior your committe 
to decide, 
Kollowing. Senator, are just a few excerpts from Mr. Slo: hich tie 
roUlowmnmg, Senator, are Just a Te Ww excerpt rom wir. Sioan, which tie 
with my topie matter, and they are very brief. 
Kirst, m 1930, in an address on Fact-Find he as an Aad te Manage 


*Mr. Sloan stated: 


Our dealers are our partners 


We regard our dealers as partners: Although they operate their s« 


businesses, their welfare is wrapped up with ours. Any dealership which does 
not make money is a danger point, threatening the future security of the manu 
facturer whose line the dealer represents. The business of retailing aut 
biles is a very complex one it involves the sale of new cars, the sale of 
parts and accessories, and the maintenance of elnborate service facilities In 
addition to this, there is the used-car phase of the business which introduces 


complexity into our retail problem, perhaps without parallel in any other field 


of selling. 


These nsiderations emphasize the necessity for accounting which will sh 
up each of these elements in its proper relation to one another, as well as to the 


business asa whole * * 
On Mareh 53,1931, he also made a statement: 


automobile retailing different from other retail operations. 
It is essentially a complicated business. It has not only the sale of the new 
product—practically the sole function of the average retail establishment—but 


las the servicing of that product In addition to this there has come into 


the picture during the past few years the retailing of the product that is taken 


in exchange for the new product—the used car. This does not appear, in prin 
ciple, to anywhere near the same degree in other lines of retail operations. Ther 
again, we have here an intensive and highly competitive business All these 
circumstances and many others as well make me feel that this particular business 
requires a high degree of managerial ability * * *. 


And third: April 27, 1928, referring to the used-car problem: 


Our model would not be complete without mentioning more concretely what 


is both our greatest asset and our greatest li: ibility—the used car It is likewi: 
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the problem that concerns all of us the most We all know there is no si: 
problem that has been given so much consideration or that presents such diffi 
so far asa satisfactory solution is concerned 


No} , senator, it seems rathe) strange that since tliat time, and it 
quite significant, that with millions ot dollars spent on research 


ha ; been do} e 


} } , » ! 
new car products, machines, and so forth, nothin; 


orrect the principles of used-car marketing principles, as far as 


(LISCUSSION IS CO] cerned, 

. , . ‘ 

T or eXampie, let me show vou what | mean. Now there appre 4 
+] - 7 ; ; | & ] ] = : ff 
the following Si edule and [ have tried to make il specific and rg 


to the point. In my opinion, here is the source of all of the trouble, 

and itis broken down into three logical steps. The first step, refere) 

s made to the average retail sellin o price of a used car published 1} 

price manual which constitutes sales data perta hing to a past pel 
The second step is the reconditioning expenses applicable to tl 

rappra sec] today, and the third step. appra 


used ar that Ss Dell 
; } 


price, constitutes the used car trade-in allowance. w 


vo into the dealer’s inventory in asset account. 


ich AMOUNT 


Summing it all up. the accounting principle violated here is 
you start off with a sales account and end up with an asset account. 
The only point | would lke to br neg out is this: I don't think vou | 
to be an accountant to see the hange that took place, as far as 1 
present appraising of automobiles is concerned. It isa weakness ther 

whi h you are voing to show quite al few repercus ions beeauss ot 
that old “horse and buggy principle,” if I may use that term. 

Now going to the next schedule 

Senator Monroney. The point you are making here is that your r 
appraisal price is based on the estimated sellin g price. You take 
then, into your inventory without the possibility of realizing a profit 
from it:is that correct 4 

Mr. Pr RRE. Not neces irily, PACE pt we start out with a sales price 
which in this case is $2,090. You take that price from a price manual 
ind no one knows whether that is the correct price or not. The 
vou take in a used ear that is coming into the business today and vo 
are applying 1 sales factor tO an asset figure which is the used ear 
that you are taking in. That will clear itself up in the next few 
schedules. 

Continuing on with the present method of used-car appraising, 
here are some of the causes that we are experiencing. In other words 
he first is with the Internal Revenue Service as to incorrect accounting 
V using a sales figure to de . 
7 he next cause of trouble is that where Federal Reserve System 
money or the control of money 1s used in financing automobiles, 
naturally they are interested in the subject of the used-car valuation 


° ° e } 
statistics of consumer credit, 


1 
} termine an asset inventory figure. 


! 


is they reiate to the economics and the 
which, under the present system, they do not know that that value of 


the used car 1s. 

The third cause is, as far as finance institutions are concerned, as 
to the principle of loan money and the cause of inflationary measures 
ind the excess finance costs that have taken place, which will be re 


flected in exhibit C. : 
No. 4 is the violations that are taking place in trade practice rules 


relating to the retail, installment sale and financing of motor vehicles, 
which act was published February 6, 1951, relating in this case to 
excessive finance costs, which I will naturally show you in exhibit ¢ 
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Now summing those two things up, Senator, o1 the souree of the 
proble mand the cause of the en natur: ally comes to part 1, whic] 
s known as the proper used-car ap praising an ad finaneine, and from 
vou have the objective ha the remedy which would be as follow 
First, to establish used-car appraising on a uniform basis whereby 
t will help create sound used-car valuations as they relate to the 
economies and statistics of consumer credit. 


Second. to automatically eliminate inflated loans, Whsoul d red 


excess finance yo —— are taking place today under the 


preselt ystem of appra 


| ra. to create i. better understal ding of fundament: 


] 
i> 


} 
| wha 
tematie and organized | procedure in transacting used-¢ busine 
Now at the time | made these presentatioi s there have oe hh two 
l, hich I would like you to have. 


No. 4, then, was to chicieade vicking of new car prices entirely 
2 | 


t 
ore sentences rdde¢ 
d I would hike to t ike J minute on that, if you don t mind. 
Senator Monroney. That is all rieht. 

Mir. Prerre. [ noticed on March 8 reference made by Mr. Curtice 
}>] eG pra ‘AN & Nn which he snc that the Consumer eood will could 
bye egained minediately if packing was eliminated, l would like to 

y to you that No. 5 would automatically eliminate packing, i] 
\ir. Curtice is sincere in eliminating that evil. In other words, fifth, 
to establish an ideal used-car ouide so designed that it will enable 
everyone to determine easily and quickly the true dependable meas 
urement of a car value, which form Lt will show you and give to you 
after my presentation 1s made. That ends what is known as Part 

Used-Car Appraising. Now I would like to go to another phase 
of this practice, automobile used-car marketing practices which is 
nother cause of trouble. You will notice this exhibit B here which 
s simply pointing out the valn: tions that exist in various awuidebook 
Now th: it sample that vou see there is a Pontiae 4-door de luxe sedan 
it is the average retail price that was published in the November aie 
of these 3 periodicals. Here are the periodicals pertaining to the 
month of November. I think you know something about price 
manuals 

Now, the point I am trying to make is this, and my comments are 
on the left-hand side. Thee eee present used-car price manuals 
reflect the Varinnee mn sales statistics and other data released by 
ust | ear ouidebook publishers, 

Phese discrepancies cause deceptive practices in buying, selling, and 
financing used cars. The lack of uniformity of publishing honest 
and reliable figures is detrimental to everyone concerned. ‘This neg 
lheence can be attributed to dereliction in and abandonment of re 
sponsibility by all car manufacturers in not supplying current used 
car sales statistics to our car dealers, finance institutions, and to pub 
ishers of price manuals. The car manufacturers use new-car sales 
sa vardst ick for detet mining dealer performance. Likewise, should 
the car dealers have all of the essential and needed used-ear-sales data 
required for the successful conduct of their business as far as used-car 
operations are concerned? Now briefly, you have heard a lot about 
10-day reports and this can be covered in just 1 minute. You will 
notice here the 10-day report that is used by Pontiac and it is used on 
the same basis by every other car division and car manufacturer, in 
which the upper section, Senator, is devoted to new-car data, such as 
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inventory and the cars that they sold and so forth. Then they co: 
ae to this middle section which is devoted to used-car data, a1 

hen, the lower section is devoted to the listing of all new-car sales t] 
are made. My contention is that we shoule T certainly have more 
formation pertaining to used-car data if the form as to what th 
used cars were sold at and that information naturally relayed back t: 
the proper sources so that we could use sales statistics in a much bett: 
manner than we have to deal with here which causes a lot of confusi 
and deception as far as automobile sales are concerned. 

Senator Monroney. With electronic computers, they could be 
otf every 30 days. 

Mr. Purrre. Yes: or r perhaps a 30-day basis. They go in every | 
days but perhaps the best way to release your current informati: 
would be every 30 days. Now, Senator, that could be done ve ry, very 
easily. 

Senator Monroney. Well, let’s put this 10-day-report form in t] 
record. 

Mr. Prerre. All right. 

(Available in committee files.) 

Mr. Prerre. That could be done easily as far as the changes are 
concerned. They could have one 10-day report for new cars only 

and then they could have a 10-day report for used cars only and on 
the 10-d: ay report for used cars, all the y would have to do is lst the 
. amounts of passenger cars sold at retail and at wholesale and 
commercial cars sold at retail soa wholesale and those prices naturally 
would go into a centralized bureau for printing and publication and 
then everybody would be dealing with honest figures. 

Senator Monroney. Off of the record books of the automobile 
dealer’s current experience. 

Mr. Pierre. That is right. Now coming down to the new form of 
releasing the sales statistics, we have the “objective and the remedy. 
First, to eliminate variances in sales statistics existing in present price 
manuals and to provide honest and reliable average retail prices to all 
parties concerned so that they may have dependable and accurate sell- 
Ing guides as to what has actually been sold and price sold at. Second, 
to extend the present-day report on used cars hie ‘h is now sent to the 
car division zone office, by adding a sales-amount column or columns as 1S 
they relate to actual sales made by dealers and supported by dealers 
used-car sales records. Third, to compile and tabulate all of these 
sales statistics at a centralized location in each region by an inde 
pendent statistical concern and when the completed recapitulation has 
been made, it will be forwarded to the publishers of price manuals for 
printing who in turn will release the sales data to their subscribers. 

Four, to publish accumulated unit sales totals on each make, year, 
and body type number and also include monthly average retail prices 
on actual used car sales made and index sales of the past 2 months, 
31 to 60 days and 61 to 90 days, and I will also give you that form 
after this presenti ition. Now I am coming down to my concluding 
statement of importance before I show you the last se -hedule and here 
are my comments. Before commaenenn J upon and showing you the 
last schedule in this presentation should be emphasized that at no 
time during my discussion have I fer erie that the United States 
Government regulation or intervention was necessary in adopting new 
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thods. Neither have I implied that the car dealers or the publishers 
‘ f pr ice m: anuals shoul | be compelled to ch: ange over the 71Y presel 1 
ethods of operating to new methods if they did not want to do so. 
Still on the other h: and. it would be unwise to continue on with old 
ethods. In the full sense, the searching question that must be 


swered 1S simply this: what 1s the effect to the public Interest and 
1 consumer group by usIng ok | me soos ] ani sure that exhibit ¢ 


ind sehedule will give you the answer as to what must be done and 

it course of action should be ts ken by your exhibit. Now here is 

bit C. It reflects the penalty is being paid by adhering to horse 

d buggy princip les. Notice the effect of both methods. Why 

hould the consumer group ~ the public | e victims of obsolete mit 
ceting and financing pr: vetie 


Now if you refer to the sc ie I have broken that down whereby 

‘t reflects the case ex: imple on the present method to the left and the 
» example new method to the right. Let’s stay on the left-hand 
whereby we start off with a selling price of 82,090 and ther 

ie Joan companies take the calculated pe reentage of 662% and loan 


noney on that se ‘ling price and thev arrive at $1,375 which is mor ey 
hat has actually been loaned. Now, let’s go to she i : we 
iturally could determine a realistic net — of a used ear to be 
ded in, and that is what part 1 used-car appraising is aa a sed 
to do and using the same case ex: imple, we caal l have a realistie value 
f that ear of $1.665. Ag: Wn using the caleul: ~an ae ge for that 
iron which to loan money you would | have $1,110. Now let’s come 


iown to a little SuInMary here. Sl. 1D whi ic h Wis loaned, actually 
loney loaned, versus $1,110 which ats have been loaned money 
nvolving an inflating loan, and T think Senator, vou know the 
ussions and the worry that we have at the present time as to stab 
caused the spiral of inflation and here is a Case example that shows 
that it takes place in every transaction. Continuing on, not only in 
lated loan, but excess finance cost for the consumer. 

In this used car transaction in case example, the excess finance costs 
ona db percent interest rate which the consumer is pay Ine equi als S2O.S0 
and, in my opinion, that is just stealing from the poe ketbook of the 
consumer, simply because we are using old methods against new 
me thods that should be used. Now you take this excess finance charge 


hich has taken place in every retail installment sale made in and 
out over the course of the year and the past years and your committee 
will agree, | am sure, that the cons uiner Lfroup of Amer i has had to 


pay a staggering sum of money because of old princip a S naa used, 
n other words, it is not recognizing some of the tikes that Mr. Sloan 
anted done years ago as far as changes in records or improving 
records. Now if there Is any question 

Senator MoNnroney. Now do I gather that the customer buys the 
irat the $2,090 fioure ? 

Mr. Prerre. That is right, he is now paying that for the ear. 

Senator Monroney. But under a realistic value you estimate the 
ar would be sold at $1.665. 

Mr. Pirrre. No; let me clarify that, Senator. Under the present 
method of financing, under our present method of appraising, the only 
heure that they know about is the $2,090 as far as the used 
is concerned. 

Senator Monroney. That relaves back to the first schedule. 
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Mr. Prerre. That is right. In other words, Senator, the thing 
I am trying to point out, and it has been rathe1 difficult for mie f 
this, is we Go not have an appraisal system that takes that car rio 
the very beginning when it was new and more or less depreciats 
dow} UW til the lary it 1s CcOmMmInNne Mtoe a deale rship. If we did If 
Way and I will show you that form after my presentation, the 

ilue of that car would not be Ss? ODO but it would be 81.665. 

nator Monroney. Then would you sell that car for $1,665 / 

Mr. Pierre. No, what you would sell the car for would depe 

the market conditions. 


Senator Monroney. I do not have any objection to your taki 
into your ees at $1,665, but I do not see how the public we 
not have to pi vy on the balance of a loan based on the selling pric 
the car, and the n that loat being atl OO=. of the selling price 

if ane did not do that, the guy would have to have almost a 
downpayment to buy a used car, and he would walk down the str 
and buy himself a new car where he would not have to worry 


the finance ch: ure 
Mr. Prerre. Let me see 1f I can eclai fy this pot, rmenator. l 
car would come into the dealer's inventory for S1.665. Now assil 


that car 1s sold for S1.775. because Vou have ascertained a true masse 
value and assuming you wanted to sell it for 81.775, naturally 


nancine would be done on the 81.775. 

Senator Monroney. It would be two-thirds of that. 

Mr. Prerre. That is right. And it is my contention that we 
never been able to determine what the real value of that used 
tod L\ because we do not have an appraisal system. 

senator MONRONEY. Yes, well, I Can see the value perhaps LO 
automobile dealers of an node h comprehensive KNOW ledge every nol 
of what cars are selling for. 

Mr. Prerre. That is right. 

Senator Monroney. It is competitive on the new cars, but on the 
used cars vou are Ina never-never land of euesstimate ¢ 

Mr. Prerre. That is right. 

Senator Monroney. But I don’t see how you arrive at the po 
where the consumer is being oY pped because he IS only going tO st 
two-thirds of what the selling price is, or rather is going to sell « 
third or even less down. He is going to pay the minimum down th: 
he could } ossibly pay On these lin 1g pric 

Mr. Prerre. If I ean clarify this again, and I think it is very in 
portant, here is an actual case example in which we naturally went 
to the ouidebook and determined that the selling price ot this aut 
mobile Was S2.000, That is the heure that went into the finance con 
pany, naturally, for financing. 

nator Monroney. Only when the car was sold for $2,090 ? 

Mr. Prerre. That is right. 

Senator Monroney. If it sold for $1,665, only 31,110 would go i 
Mr. Prerre. ise is right, but the point I am trying to bring out 
if you had the car app” raised realistically, rather than the car having 

a Value of $2,090, 1t should have been only 81.665, 

Senator Mongoney. ' That doesn’t necessarily mean the custome 
would pay $1,665, , 

Mr. Pierre. No; but it stands to reason the way used cars are being 
sold today, if you took that car into inventory at $1,665 and sold 
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out at $1,775, the point I am still making is, it is a long way from 
$1,775 to $2,090 predicated on selling price. 

senator MONRONEY. | vel the idea on the finan Ing thine, | 
ee your idea on the selling price, al cl taking It into nventorv very 
“asily, but still a consumer Is not going to | gvpped on Carry He 

laree other than on the price and the balance due on that price thiut 

lus tO Carry. The final sellin g price is determined finally bv the 
istomer. 

Mr. Prerre. That isright. 

Senator MONRONEY. Ile is the uy that Is going to write the tick t. 
ind if you finally let him have that ear for 81.000, then he is only 
rome to par interest on $666.66 remaining balance. So I don't e 
how you say he is overcharged on his finance, when actually he is 
the one who must set the price on the final sale of the used ea 

Mr. Pierre. Well, [ again would like to clarify that, if 1 may. 


Here are two used cars. Here is one where we refer to 2 price ma 


d in my case example it shows a selline price of $2,090. Is 


Senator Monroney. That is clear. 
Mr. Prerre. You never see that car. All we have is a price refer 
ce. That car might never have been sold, as far as we are concerned. 
l we see 1s 82,090 in this book. ‘Today I trade in a used ear, and 
here it is here [indicating], and I work out my proper uniforn 
ppraisal method of starting with that car when it was new and 
cing it down toa realistic value. 
Senator Monroney. Based on the sales of that car over the country ; 
sthat right 4 
Mr. Prerre. Well, that is used as a stabilizing factor, but T still 
ould like to stay with this ear. This is the used car that is coming 
When the proper appraising of this car is done, and it has never 
been done before. we arrive at $1.665, rather than $2,090, which is 
something we neversaw. Thisisan intangible figure that we are using. 
Senator MONRONEY. Well, it 1s supposed to be related to what that 
rand that model is selling for over the country. 
Mr. Prerre. Well, that is true. except that vou have to take into 
consideration two things: One is appraising, one is selling. And they 





ire two different principles m dealership operations. That is the 
oint that I am trying to make here. So if this car, in reality, and 
based honestly was only worth $1.665, Senator, then it stands to 
reason that if we are using a sales price figure for financing, there is 
acertain amount of inflation in that loan. 

Senator MonRoneyY. Only if the car ts sold at that price. 

Mr. Prerre. That is right. 

Senator Monroney. If the car doesn’t sell, that car isn’t going to 
bring that figure, no matter what vour book or experience SAVS. 

Mr. Prerre. Of course. If that car came in at $1,665, vou wouldn't 
sell it at $2,090, perhaps the actual selling price would be $1,775, or 
something like that. 

Senator Monroney. Isn’t it still true that vou don’t sell that car 
or more than Joe Blow is willing to pay you for it and what vour 
competition down the street is selling that same car for ? 

Mr. Pierre. That is right. 


f 
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Senator Monronry. No matter how good your bookkeeping is a 
all that, you can’t make the custon.er pay more than the competit 
Says 1t 1s worth. 

Mr. Prerre. That is right. 

Senator Monronry. So, no matter how current your figures, ) 
competition and not your books—sets the price. 

Mr. Pierre. That is right. 

Senator Monroney. I am very much interested in having this 
timony, and | appreciate your taking the time to ceive us the advant 
of your long experience and connections with the automotive indust 
throughout the Inany years as a factory man and also as a success! 
automobile dealer. 

Mr. Pierre. The only thing I am trying to bring out, Senator, 
certainly these 10 day reports could be changed and unproved, 

Senator Monroney. It would certainly help a lot to keep deale: 
on what current sales all over the country are taking. It would 
factual, rather than one based on vague statistical information. 

Mr. Prerre. That is the point I was trying to get across. 

Senator Monronry. We are terribly grateful to you for coming hi 

Mr. Fogarty is not here, I see. We have a statement from M 
Fogarty, a distinguished Member of the House of Representat 
from the Second District of Rhode Island, for the committee whi 
will include in the record at this point. 

(The prepared statements of Mr. Pierre and Mr. Fogarty are 
follows :) 


A DISCUSSION AND REVIEW ON PRESENT USED CAR MARKETING AND FINAN 
PRACTICES AND THE NEED FOR REVISION, BY DANIEL F. PIERRE, PRESIDENT OF 1 
ATLANTIC Moron Mart, INc., BEVERLY, MASS. 


Chairman and Senator Monroney, Senators Payne and Thurmond, I fe 
honored in having the privilege of appearing before this committee. I am tl] 
Pontiac dealer in Beverly, Mass., and have been since August 1947. Prior 
that time, I was employed directly by Pontiac Motor division, of General Motor 
Corp. since 1926. Practically all of this time I was on business manageme! 
activities and engaged in dealer contact work, and assisting in building uy 
strong and quality dealer organization. My accomplishments are a matter of 
record. 

At the present time. I am treasurer of the Pontiac Dealers Association of 
Metropolitan Boston, Inc., and secretary of the National Pontiac Advisor 
Committee. 

It is quite natural that this program should be based upon my experience as 
business management manager, while with Pontiac Motor division, and enabling 
me to have the firsthand privilege of reviewing dealer operations in their entiret) 

Many of these contacts revealed the “blind appraising” of used-car values 
on a “theory, guess, or gamble” basis. In all of these years of review, the co! 
clusion was forcefully driven home by repeated observation that one of thi 
principal causes of dealer failure was due to ignorance of true used-car values, a 
well as not having a reliable guide to support a correct trade-in allowance a1 
a true value of a used car prior to negotiating a new-car sale. 

Surely a better understanding of fundamentals, a more systematic and 
1ized procedure has been needed in transacting used-car business. Of equ 
importance was the need of a clearer conception of what constituted an honest 
and true used-car value, the quota objective in used-car sales and turnover! 
with the mental satisfaction of used-car business completed and conducted on : 
profit level. 

In the full sense, we should ask ourselves the question—what must be done 
either individually or collectively to insure a better and a more permanent 
order of automobile marketing practices as applied to used cars, in appraising 
and financing them? 
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Irrespective of these problems, it is high time that we eliminated from this 
stry the “customer beware” basis of operating I firmly believe that the 
k of proper approach and handling of the consumer group, has been the most 
rtant contributing factor in limiting owner good will and jeopardizing om 
community by either unsound or undesirable practices in 


a 


mar 


nding in our 
ng and financing 
it would be unbecoming for me to stand before this conimittee and pass jud 
o Why remedies and improvements have not been mad Perhaps 
shown here today was brought 


nf Aas 
that such a program as will be 


rder to Say 
vy ndhering to a well-known saying which reads 
; i 


reatest and noblest pleasure which men have in this world is t 
"Frederick the Great 


The greate 
and the next is to shake oif old prejudices. 
It is with that happy thought that leads me into reviewing this program by 
ng all the facts without prejudice and with an open mind—without any 
r} hatsoever of Government control, and in a true spirit of Cooperation 
roper regard to the economie position of the consumer the dealers 
should be 


iwial institutions, and the manufacturers 
question which must be answered, therefore, is how 
for your columittee to decide, 


! 
l ? 
( hit 


e searching 
nd that, in my opinion, i 
fiNG PRACTICES AND THE NEED FOR REVISION 


ON ON PRESENT USED-CAR MARKI 
Here are a few excerpts taken from addresses made by Mr. Alfred P. Sloan, J1 
General Motors Corp., which are self-explanatory 

In 1930, an address on Fact-Finding as an Aid to Management, Mr. Alfred 

n, Jr., president of General Motors Corp., stated : 

“OUR DEALERS ARE OUR PARTNERS 
We regard our dealers as partners: Although they operate their separate 
sinesses, their welfare is wrapped up with ours. Any dealership which does 
threatening the future security of the manu 
of retailing auto 


make money is a danger-point 
* * the business 
sale of 


the dealer represents * 
It involves the sale of new cars, the 


whose line 
facilities. In 





irer 
es is a very complex one 
s and accessories, and the maintenance of elaborate service 
there is the used-car phase of the business which introduces a 
llel in any other field 


iddiiton to this, 
plexity into our retail problem perhaps without para 


f selling 
each of these elements in its proper relation to one another, as 
xe x) 


the business as a whole 
: 1951. In an address on the 
Alfred P. Sloan, Jr., president of General Motors Corp., stated to General Motors 


These considerations emphasize the necessity for accounting which will show 
as well as to 


¢ 


Importance of Fact-Finding, Mr 


March 20, 


‘s and their bankers: 


dealer 
UTOMOBILE RETAILING DIFFERENT FROM OTHER RETAIL OPERATIONS 
It is essentially a complicated business. It has not only the sale of the new 
product—practically the sole function of the average retail establishment——but 
it } the servicing of that product In addition to this there has come into the 
few. years the retailing of the product that is taken 
appear, in prin 


This does not 
other lines of retail operations. 
competitive business. All 


particular 


picture during the past 
in exchange for the new product 
ciple, to anywhere near the same degree in 
Then again, we have here an intensive and highly 
these circumstances and many others as well make me feel that this 

business requires a high degree of managerial ability * * *.” 
3%. April 27, 1938. In an address on The Dealer, the 
Sloan, Jr, chairman, General Motors Corp. 


C‘onsuruer, Mr. Alfred P 
National Automobile Dealers Association, Hotel Statler, Detroit, Mich 


the used ear. 


Manufacturer, and the 
before the 


stated: 


“USED-CAR PROBLEM 
“Our model would not be complete without mentioning more concretely what 
Ss both our greatest asset and our greatest liability—the used car. It is likewise 
the problem that concerns all of us the most. We all know there is no single 
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problem that has been given so muc h consideration or that presents suc} 


li ] 
ficulty so far as a satisfactory solution is concerned * * *.” 
Since that time, and it is quite significant that with millions of dollars sp 
on research on new cur products, machines, ete., nothing has been done to cory. | 


ie out-of-line principles of used car marketing practices. 


For example let me Show you what I mean: 


t} 
i 


I 





PRESENT METHOD OF USED CAR APPRAISAL ; 


{ 
TRO, RET ee eR 
Extimated Setiing Pree {August } 1954 (mm) 52,090 


Estimated Recondaianing Cor $ 35 












Appraisal Priv 329995 


This valuation sapires by frmitalen.. is days from date heres 


CO ONS SUM OES dee - 


| 


lst. U, S, TREASURY DEPT, = INTERNAL 3rd. FINANCIAL INSTITUTIONS - AS TO < 








- a a alain amen 
REVENUE SERVICE = AS TO INCORRECT PRINCIPLE OF LOAN MONEY AND THE 
ACCOUNTING BY USING A SALES FIGURE CAUSE OF INFLATIONARY MEASURES 
TO DETERMINE AN ASSET INVENTORY AND EXCESS FINANCE COSTS - 





SEE EXHIBIT C. 














| 
; 
) 2nd. 4th. FEDERAL TRADE COMMISSION \ 
VIOLATIO} - TRADE 
RULES RELATING TO THE I 
INSTALLMENT SALE AND FINANCING OF 
MOTOR VEHICLES = PROMULGATED 
FEBRUARY 6, 1951 (AS TO EXCES 
FINANCE COSTS) SEE EXHIBIT C,. 

The above exhibit reflects the source of all our troubles as to marketing and 
financing used motor vehicles. This horse and buggy principle of used-car 
appraising is the cause of false, deceptive, and misleading acts in selling, trading, 
and financing 

This exhibit reflects the modern method of appraising used cars. There is no 
Government regulation or control of credit practiced herein. Every figure used 
can be supported and the final net value amount (column 20) is realistic and 
honest, which is the sound base to be used for loaning money by financing 
institutions. 

Present used-car guidebooks, November 1955 release 
\ Lg \ 
} 

‘ . nea BR 

\ » ¢ $1, 445 $OH2 $ 

i I ( Il Dil S40 1, 000 
4 3 : ; 


Che above exhibit reflects the variance in sale statistics and other data re 
id | ] shers These disc repancies cause deceptive 
practices in buying, selling, and financing used cars. The lack of uniformity 
n publishing honest and reliable figures is detrimental to everyone concerned. 
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The above proposed modern method of releasing used-car statistics has beet 


opied from stor k-exchange procedures Every figure is honest and reliable, ane 


dependability provides accurate guides to the consume roup, the dealers, 
nancial institutions, and car manufacturers, 


ExHIBIT C 





A 4A 








1 
{ 


i flects the penalty that is being paid by adhering to horse and 
principles Note the effect of both methods. Why should the consumei 
up hil the publ « be vietims of obsolete marketing and tinaneing practices ? 





nh any event, here are the new methods on automobile marketing practices 
Mr. Sloan must have been seeking 25 years ago. 

refore, With a true spirit of cooperation and with a proper regard to the 

position of the consumer groups, the modern methods on automobile 

ition for a sound and balanced 


g the public interest and the wel 


eting practices constitute the solid found 








all times, and adequately protectin 


EMENT OF Ilon. Joun E. Fogarry, MEMBER OF CONGRESS, SECOND 
Disrricr or Rrope IStanp 


I Chairman and members of the committee, | am pleased at baving the 
ty to appear before this committee which is currently making a study 

iekheting practices mm the autor @ LGuUSstry 
Well know, the situation in the retail automobile industry extremely 
u Many of the retail dealers in my State of Rhode Island have discussed 


er With me and have pointed out the urgent necessity for quick legislative 


ith Island Automobile Dealers Association has acted as the spearhea 
he facts and presenting the problem of their dealer members 
e done an ¢ xcellent job in spy lling out the chaotic condit S presen ly 
l\duUstry 
ri mewhat repetitious for me to refer to statistics which your com 
tte produced, but L cannot help feel that T should eniphisiz certa 
which your report of January 19, 1956, disclosed as they pertain 
YS dealers in Rhode Island who answered your survey question! 
I! ‘7 felt a need for a congressional study or Federal legislation 
itomobile dealers’ problems in the tleld of automobile 
or alone would justify my appearance before y todas it ‘ i 
ealed by your survey go even beyond a mere desire to have something 
i broad and general way because they are quite revealing so far as 


il ire concerned 
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Of the 98 Rhode Island dealers, 78 felt that bootlegging was seriously detri- 
mental to their businesses. Two-thirds of the dealers indicated that bootlegging 
was on an increase in 1955 over 1954. Seventy-three of our Rhode Island dealers 
out of 98 were of the opinion that legislation would effectively curtail this 
practice. 

There is pending before this committee Senate bill 2929, introduced by the 
senior Senator from the State of Michigan, Senator Potter. An identical bill, 
H. R. 2688, introduced by my colleague, Congressman John Bell Williams, of 
Mississippi, is pending before the House Interstate and Foreign Commerce Com- 
mittee. In view of the strong support for corrective legislation which I have 
received from the Rhode Island dealers, I urge this committee to take action 
immediately to favorably report an antibootlegging bill. 

On the matter of phantom freight, 75 of the 98 Rhode Island dealers reporting 
were in favor of its elimination. As you know, H. R. 528 has been introduced by 
the Honorable Carl Hinshaw, of California. This committee should give the 
most serious consideration to taking immediate action to eliminate this 
unconscionable practice. 

The Rhode Island Automobile Dealers Association has forcefully indicated to 
me that the dealers of my State are not seeking Government control and regu- 
lation. What they are seeking is the means to curtail and eliminate injurious 
conditions and practices which are inuring to the detriment of them as inde- 
pendent businessmen and to the general public. 

It is my hope that your committee will be able to accord the dealer body some 
relief particularly in the area of factory-dealer relations. Recent disclosures in 
the press indicate that certain factories are voluntarily correcting long overdue 
injustices. However, in an industry so vital to the economic health of our 
Nation it is desirable that we be governed by laws and not by men. I hope, 
therefore, that this committee will evolve certain ground rules of conduct which 
will permit free and equitable relationships to exist between manufacturers 
and dealers. 

You are to be commended on the results you have attained as of now. I hope 
that the task may be completed and completed soon. Again I wish to thank you 
for the privilege of appearing before you. 


Senator Monronry. We appreciate Mr. Fogarty’s interest. He has 
always been a friend of the small-business man, and we are glad to 
have the advantage of his testimony. 

If there is no further testimony I wish to thank the witnesses 
who have appeared here today, and the committee will be in recess 
until 10 o’clock Monday morning at which time we will hear Mr. 
Henry Ford II in the caucus room. 

(Whereupon, at 12:50 p. m., the subcommittee recessed to recon- 
vene at 10 a.m., Monday, March 12, 1956.) 
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MONDAY, MARCH 12, 1956 


Unirep States SENATE 
CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING PRACTICES, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., caucus room, 
Senate Office Building, W ashintgon, D. C., Senator A. S. Mike Mon- 
roney, chairman, presiding. 

Present: Senators Monroney (presiding), Thurmond, Payne, and 
Potter. 

Senator Monronry. The Subcommittee on Automobile Marketing 
of the Interstate and Foreign Commerce Committee will resume its 
sitting. 

We are very pleased today to have Mr. Henry Ford II as our 
principal witness, together with many of his executives of his fine 
company. We know what a busy job you have, Mr. Ford, in the fast 
and furious pace of the automotive industry, and we appreciate deeply 
your joining the other leaders of the automobile industry in this 
study of automobile marketing conditions. 

In line with the pattern set since the opening of these hearings, 
we would like to ask you to take the oath on the testimony that you 
are about to give, following which, if you have any members of your 
organization who will perhaps participate in answering some of the 
questions on which you might need specialized knowledge, we could 
swear them all in at the same time. Then, when a question does come 
up, which you wish someone else to answer, it would not delay the 
hearings, and it would facilitate the orderly development of our hear- 
ings. 

If that is agreeable to you, we will ask you to stand and state your 
name, sir. 

Mr. Forp. My name is Henry Ford II. 

Senator Monronry. Mr. Ford, do you solemnly swear that the 
testimony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Forp. I do. 

Senator Monroney. Thank you. 

Now would you have any other executives who would 

Mr. Forp. All of these gentlemen sitting here, Senator, will prob- 
ably participate. 

Senator Monronry. Fine. Would you state your name? 

Mr. Crusor. I am Lewis Crusoe. 
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Senator Monronry. Mr. Crusoe, do you solemnly swear that the 
testimony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Crusoz. Ido. Thank you very much. 

Mr. Rerrn. My name is F. C. Reith. 

Senator Monronry. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Rerrn. I do. 

Mr. Gosserr. William T. Gossett. 

Senator Monronry. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Gossert. I do. 

Mr. McNamara. Robert McNamara. 

Senator MoNRONE y. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. McNamara. I do. 

Mr. Mus. Ben D. Mills. 

Senator Monroney. Mr. Mills, do you solemnly swear that the 
testimony you are about to give will be the truth, the whole truth 
and nothing but the truth, so help you God? 

Mr. Mus. I do. 

Mr. Ynrema. T. O. Yntema. 

Senator Monronry. Mr. Yntema, do you solemnly swear that the 
testimony you are about to give will be the truth. the whole truth, 
and nothing but the truth, so help you God? 

Mr. Yntema. I do. 

Mr. Secrest. Fred G. Secrest. 

Senator Monronrey. Do you solemnly swear that the testimony you 
are about to give will be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Secrest. I do. 

Senator Monroney. Thank you for helping us in this manner. 

You may proceed in your own way, Mr. Ford. We are trying to 
get all of the advice we possibly can on what I am sure _— will agree 
is not only America’s No. 1 industry, but the world’s No. 1 industry. 
It is the one we depend on to prevent depressions in seni of peace 
and to assure victory in time of war, and there is no industry that be- 
gins to have the widespread importance and magnitude of the auto- 
mobile industry which, unlike Gaul, which is divided into 3 parts, it 
is divided into 2—the manufacturing industry and the independently 
owned and managed and operated “dealerships which comprise the 
other part of it; it is in this phase of the study with which our com- 
mittee has been concerned. 

We have had great cooperation from the great factories and from 
the dealers and the organizations of the de alers s, and others, and we 
do appreciate your taking time from your very busy schedule to be 
here to assist us. 

Would you care, in the presentation of your statement, as you com- 
plete one phase of it, to then rest, you might say, so we can develop, if 
the committee has questions, th: at pe articular phase, and then pass on 
to the other phases ¢ 
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Would that be agreeable ? 

Mr. Forp. Any way you care to handle it is all right with us. 

Senator Monroney. It is easier to handle it that way. We have 
done that with other witnesses and they have found that the pattern 
is a little bit more comfortable and normal to discuss each subject 
when you have completed the reading of that portion of your state- 
ment. So we will try not to interrupt you until you finish that one 
phase, and you may proceed, then, in your own way. 


TESTIMONY OF HENRY FORD II, PRESIDENT, FORD MOTOR CO., 
ACCOMPANIED BY LEWIS CRUSOE, DIRECTOR AND EXECUTIVE 
VICE PRESIDENT IN CHARGE OF CAR AND TRUCK DIVISIONS; 
WILLIAM T. GOSSETT, DIRECTOR AND VICE PRESIDENT AND 
GENERAL COUNSEL; T. 0. YNTEMA, DIRECTOR AND VICE PRESI- 
DENT, FINANCE; ROBERT S. McNAMARA, VICE PRESIDENT AND 
GENERAL MANAGER, FORD DIVISION; F. C. REITH, VICE PRESI- 
DENT AND GENERAL MANAGER, MERCURY DIVISION; BEN D. 
MILLS, VICE PRESIDENT AND GENERAL MANAGER OF THE 
LINCOLN DIVISION; AND FRED G. SECREST, PRICE AND VOLUME 
ANALYSIS DEPARTMENT 


Mr. Forp. Mr. Chairman and members of the subcommittee, all of 
us at Ford Motor Co. appreciate having this opportunity to appear 
before you today to alice what Ford Motor Co. has been doing to 
meet the problems that you and your committee have been studying. 

I should like to begin by identifying those of my colleagues ‘who 
have accompanied me “here today. 

Lewis D. Crusoe, a director of our company and executive vice 
president in charge of car and truck divisions; William T. Gossett, 
director, vice president, and general counsel; T. O. Yntema, director 
and vice president, finance; Robert S. McNamara, vice president and 
general manager of the Ford division; F. C. Reith, vice president and 
general manager of the Mercury division; and Ben D. Mills, vice presi- 
dent and general manager of the Lincoln division. 

With myself, these men are among those directly responsible for the 
policies of our company and for the application of those policies inso- 
far as the 9,000 members of our dealer organization may be concerned. 

For purposes of clarity, we have broken down the material to be 
presented to you into three major parts: Dealer relations, destination 
and delivery charges, and new-car bootlegging. 

In prepared statements, together with certain appended exhibits, 
Mr. Crusoe will handle the ‘subjec ts of destination and delivery charges 
and new-car bootlegging, and I will deal primarily with our polici les 
as they bear directly on the matter of dealer relations. I shall also 
take advantage of the opportunity offered here to make some general 
observations on subjects which have been before you since the start of 
these hearings. Messrs. Gossett, Yntema, Mc Namara, Reith, and 
Mills are available to enlarge on and develop the material presented 
by Mr. Crusoe and myself where that m: uy be helpful to you and, with 
us, to answer whatever questions we can that you may wish to ask. 

A fourth topic in which you have expressed an interest—automobile 
financing—we will not cover in detail at this time. We do not operate 
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or have an interest in any automobile financing or credit company. 
We have no plans to start such a company. Our dealers make their 
own credit arrangements from among the many sources available to 
them. 

Before proceeding with my part in our presentation on the specific 
subjects I have mentioned previously—dealer relations, destination 
and delivery charges, and new-car bootlegging—lI should like to take 
a few moments to discuss a side issue that has found its way into these 
hes - ings, because it concerns me personally as well as For ‘d Motor Co. 

I did not—nor did anyone else in Ford Motor Co., to my knowl- 
edge—exert any pressure, directly or indirectly, on our dealers to 
support either of the presidential candidates in the last election. 

As a matter of deep personal conviction, I favored the election 
of General Eisenhower in 1952. The political preference, however, 
of any other official, employee, or dealer of Ford Motor Co. was then, 
is now, and will be in the future, a matter for his own decision. 

My assistant, Allen W. Merrell, who is not an officer or general 
executive of the company, has been active as a private citizen in 
Republican Party affairs for a number of years. Since 1948, he has 
been a member of the Wayne County, Mich., Republican finance com- 
mittee. In 1952, Mr. Merrell was chosen as a delegate at large to 
the Republican National Convention in Chicago. Shortly thereafter 
he became a member of the Republican national finance committee. 

Some time in the late summer of 1952, Mr. Merrell came to me 
with a suggestion that he call together a selected group of Ford 
dealers. He said that his purpose was to ask the members of the 
group—all strong Eisenhower supporters—to solicit automobile deal- 
ers. The solicitation was to be carried out by the dealers themselves. 

I gave my approval to the suggestion, with three major provisions. 
I particularly specified that no pressure of any kind be exerted on 
any dealer or group of dealers; that none of the company’s sales rep- 
resentatives or any other company personnel take part in the solicita- 
tion of campaign funds; and that no company funds be expended for 
anything in carrying out the program. 

t was about at this time that I left the country on a business trip 
to Europe. I was away from September 3, 1952, until October 21 
of that year. The project was carried out duri ing my absence. 

When this subject made its appearance at one of this committee’s 
hearings a short while ago, I questioned Mr. Merrell on the matter. 
He assured me that any activities of his in connection with the dealer 
fund-raising effort for the Eisenhower campaign were carried out 
exactly as I had requested; that he did hold two meetings with dealer 
groups; that he did so as a private citizen and as a member of the 
Republican national finance committee. 

He assured me also that to the best of his knowledge no other com- 
pany personnel took any part in the direct solicitation of funds and 
that no pressure was brought to bear on any dealer or group of 
dealers. 

Although Mr. Merrell, at or near the conclusion of the project, did 
assure me that it had been completed, I have never known which of 
our dealers made contributions and which did not. Nor do I know 
what amounts were contributed. I have heard that many of our deal- 
ers contributed and that the total amount was substantial. I also 
know that a large group of our dealers are stanch Democrats and I 
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have heard that they contributed generously to the campaigns of 
Democrat candidates. 

Ford Motor Co. is a business corporation and not a political institu- 
tion. Even if it were legal to do so, the company would not support, 
financially or otherwise, the candidacy of any person for political 
office. But what any employee of the company does in his own behalf 
and acting as a private citizen is another matter and one of his own 
concern. 

Senator Monroney. Mr. Ford, this deals primarily and exclusively 
with the matter that we heard testimony on at a previous hearing. 

Would you care to let us go into that at this time since the rest of 
the statement, as I read it last night, deals with other matters in the 
general realm of the merchandising of automobiles. 

Mr. Forp. Anything that you want to do, Senator. 

Senator Monroney. I think it would be more orderly if we did do 
that at this time. We, of course, do not question the right of you or 
anybody in your company to support to the limit of the law and to the 
limit of your ability any candidate of their own choosing. That, of 
course, is in the great pattern of our privilege of self- government. 
Our interest is not as an investigating committee on campaign expendi- 
tures, for we do not sit for that purpose. It merely bounced out of 
the automobile as we were going over the testimony of some dealers on 
matters which they, at least, felt was undue factory pressure on 
them, and it came out after some testimony regarding the gifts for 
incoming or outgoing zone managers, of grand pianos, silver saddles, 
and palomino ponies, and things ‘of that nature. This testimony we 
received was on the problem of undue pressures and not associated 
primarily with any political effect. I certainly think your statement 
is absolutely correct that the Ford Motor Co. is a business or ganiza- 
tion and, as such, is not concerned as a corporation with supporting or 
opposing any political group. However, the matter of dealer pres- 
sure, whether it be for political contributions or contributions for 
personalities i in the field 1s one that our committee has heard a great 
deal about—not only in open testimony but in private conversations in 
the course of these investigations on spot checks. And so we were con- 
cerned with the matter in which your name was apparently used to call 
together the various dealer groups, particularly in Chicago and Calli- 
fornia and elsewhere, where we have other evidence regarding these so- 
licitations. In your conversation with Mr. Merrell did he indicate that 
any organized effort had been made to raise funds for the candidacy 
of any other candidate other than President Eisenhower? 

Mr. Forp. No, I do not believe so. 

Senator Monroney. There is a part in your testimony that evi- 
dently—and I feel certain with the high degree and high character of 
your dealerships—that many of them “would be Democratic as well as 
Republican. 

Mr. Forp. I am sure of that. 

Senator Monroney. For that reason, we don’t want to skip any pres- 
sures that might have been exerted to raise funds for the Democratic 
Party as w ell as for the Republican Party. But in your conversation 
with Mr. Merrell there was no identification or knowledge of anyone 
else in your organization who was asked to participate in a fund- 
raising campaign among dealerships for anyone else other than the 
Republican nominee ? 
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Mr. Forp. None in my conversation with Mr. Merrell, no. 
Senator Monroney. Now, in the statement it is a bit vague at one 
place in which you state at the bottom of page 3: 


Some time in the late summer of 1952 Mr. Merrell came to me with a suggestion 
that he call tugether a selected group of Ford dealers. He said that his purpose 
was to ask the members of the group—all strong Eisenhower supporters—to 
solicit automobile dealers. 

Now did he differentiate between Ford dealers and General Motors 
dealers or were you to work on General Motors dealers as well ? 

Mr. Forp. As a member of the Republican committee—he was a 
member of that ce [ think there was no question but that it 
involved all dealers. I do not know how much participation he had 
in the solicitation of all dealers. 

Specifically, what he was going to do as far as our company was 
concerned, was talk to Ford Motor Co. dealers. 

Senator Monroney. It was pretty much left to the dealerships who 
participated in the activities and did not include General Motors 
organizations ¢ 

Mr. Forp. I believe there were some other dealers that were con- 
tacted from what he told me. 

Senator Monroney. By your organization ¢ 

Mr. Forp. No, him personally. 

Senator Monronry. You mean people beyond the Ford Motor Co. 
organization / 

Mr. Forp. Yes. 

Senator Moroney. Were there any discussions with General Motors 
dealers by officials or parties close to the General Motors family 

Mr. Foro. I know nothing about that, sir, and he has never told me 

anything of that kind. 

Mr. Monronry. As far as you know, it was limited to that partici- 
pation ? 

Mr. Forp. Yes, sir. 

Senator Monronry. Now I am sure that as far as you could direct 

that no pressure directly or indirectly was exerted on your dealership 
body, but I just wonder if perhaps you know your own power when 
your name is mentioned as the magic word w ith Ford dealers. Cer- 
tainly Mr. Merrell, who in the information that we have had, was 
writing these selec ted dealer groups to organize campaign solicit: tions, 
we are informed it was done over your stationery and with Mr. Merrell 
signing the letter and not you, of course, but Mr. Merrell’s relationship 
to you personally was rather well known within the organization, 
wasn’t it ? 

Mr. Forp. Yes; his relationship to me is well known throughout our 
whole org: anization. 

Senator Monroney. He is your personal secretary, is he not? 

Mr. Forp. Personal assistant. 

Senator Monroney. And many, many things that you wish to take 
up with the far-flung Ford organization in your absence or where 
you have not time to personally attend to it, he is sort of an alter ego, 
in a way of speaking, to do some of those things. 

Mr. Forp. Well, ‘he has no direct line authority i in the corporation, 
but he handles a lot of miscellaneous things that come to my office and 
has over a period of years, since 1944. 
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Senator Monroney. Long association and a confidential association 
or relationship with you. 

Mr. Forp. Yes, sir. 

Senator Monronry. So his position with the Ford dealer body 
would not be inconsequential because of that long association, even 
though he was not listed as an official or executive of the company. 
Would that not be a correct statement ? 

Mr. Forp. Well, I am sure that many of the dealers—I do not know 
how many—knew that he was my assistant or know that he is my 
assistant. He has contacted dealers on other matters over a period 
of years on dealer-relation problems and specific things that have come 
up, and how widely known he is among the total of all of the dealers 
I cannot say, but certainly many of them know that. 

Senator Monronery. The plan to raise funds among your dealership 
body, was it advanced to you by Mr. Merrell or by someone outside? 

Mr. Foro. It was advanced to me by him, sir. 

Senator Monroney. I see, and it was merely explained to you and 
you gave the direction that you did not want any pressure—direct or 
indirect—to be exerted on the dealerships to raise the money. 

Mr. Forp. Mr. Chairman, you made one statement here that I am 
not sure was answered, and that is something about the use of my sta- 
tionery. I have no knowledge that my stationery was ever used in 


. 
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writing these letters, As a macter of fact, I have never seen any of 
the letters, so I do not know what is contained within the letters; but, 
as far as I know, he didn’t use my stationery. 

Senator Monronry. They are a little hard fo get, these letters, we 
have after them, and the dealer that called the meeting in Chicago is 


’ 


still missing, I believe. Is he still on that cruise? The dealer whose 
name was mentioned—which we have never announced publicly—in 
Chicago, left for a cruise the afternoon that this matter was men- 
tioned in the morning and we have been trying to reach him rather 
consistently, but even the long-distance operators cannot find him. 

When they cannot, he must be at quite a distance. We have had 
some other information on these letters which purport to have come 
from your office. Of course, the dealers with whom we have talked 
over the telephone are somewhat reluctant to give this committee 
information without subpena but to show that the influence, even 
though by the power of suggestion, this one dealer in California that 
conducted the meeting there stated that, “O course, we weren’t parti- 
san; if they had asked us to raise funds for the Democrats, we would 
have done that, too.” They were not looking at it as a matter of their 
choice necessarily, but it had been asked from Mr. Merrell who was 
known to be your assistant, and therefore it assumed more impor- 
tance than normal campaign raising. 

In fact, one of the reasons that I think Congress very wisely passed 
the Hatch Act is so Senators and Congressmen who appoint post- 
masters cannot call on them for campaign funds at campaign time. 
It is against the law. That goes even on down to any employee, 
even those in clerical jobs are prohibited by law from campaigning 
because of the indirect economic pressure that might be exerted to 
elicit campaign funds which normally would not flow had it not been 
for this pressure. That is one of the things that we hope in the 
future that this study, since this happened to drop into this investi- 
gation will tend to reduce. 
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Senator Porrer. Would the Senator yield at that point ? 

Senator Monronery. Certainly. 

Senator Porrer. Isn’t it true that Mr. Merrell was operating not 
as an employee of the Ford Motor Co., but as an official of the Re- 
publican finance committee ? 

Now I assume that when Mr. Pauley was on the finance committee 
or finance director of the Democratic Party that his associates in the 
oil business knew that those were his contacts and probably when 
you appoint somebody for a position on a finance committee, you 
expect him to know somebody who can raise some money, or otherwise 
you do not give him that job. If you disassociate every person be- 
cause of a business interest, I am sure that neither the Democratic 
Party nor the Republican Party would be able to secure any funds 
for a campaign. I do not believe that there is anything wrong. I 
don’t believe there is anything unethical about it. I don’t believe 
that there is anything legal about it. And I believe that Mr. Mer- 
rell’s position in this case is no different from any member of a finance 
committee on a Democratic finance committee who has a business 
connection. 

Senator Monroney. Well, I quite disagree with you that dealerships 
are in the relation of men who can be as independent as men say in 
the oil business or any ordinary business of that kind, because in 1952 
dealers’ lives depended on the supply of automobiles. They were in 
short supply at that time and the use of the name of a corporation 
executive through this trusted assistant calling on these very dealer- 
ships occupies a different fund-raising position ethically from Mr. 
Merrell soliciting his friends at the Detroit Athletic Club who might 
be nev utives in the company or might be executives of General Motors. 

I do not know whether Ford had to ask General Motors to contribute 
or not among their executives. They seem to have done pretty well. 

Senator Porrer. If there is any evidence of coercion that would be 
a different thing. I would think there might be a point in the argu- 
ment that you are making but there has been no evidence of coercion. 

Senator Tuurmonp. Mr. Chairman, is there any evidence of coer- 
cion on the part of the dealers here? If so, it ought to be brought out. 
If not, I think we ought to proceed for the main purpose of the 
hearing. 

Senator Monroney. I think perhaps if the committee wishes, we 
could bring in a number of witnesses—of whom we have the names— 
who did object to this on the basis that it was indirect coercion, that 
they knew that the names would be listed with Mr. Merrell—and 
obviously were—and that their relationships as continuing successful 
dealers might, in some degree, be prejudiced because of their failure 
to participate. Our contacts with dealers have led us to believe that 
that was not an insignificant part of the fund-raising activities. 

As I say, this is not in any relationship to the political rights of indi- 
vidual dealers organizing on their ow n, not using any high factory 
names in this solicitation, even organizing to raise funds in Wayne 
County or within a State, "but this was rather a national pattern. 

Senator Porrer. Well, I would assume, with the great ponularity of 
General Eisenhower, that there wasn’t any problem for Mr. Merrell, 
or anyone else, to secure those people to become interested in his can- 
didacy. Now, Mr. Ford has testified to the fact that he directed Mr. 
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Merrell that it would have to be done outside of the interests of the 
Ford Motor Co. and as an official of the Republican Party. 

Now, I say I think it is a little unfair to bring out in the committee 
here today what things have been told you, things of that kind, unless 
you have the people brought before the committee and have them tes- 
tify so we are not ti king : about phantom statements or phantom deal- 
ers on this question. I think it is a little unfair to Mr. Ford and others 
of his associates to put up as a phantom hearsay story as a basis of 
evidence. 

Senator Monroney. I wouldn’t say that sworn testimony under 
oath, such as Mr. Ratner gave when this matter bounced into the 
hearings, was hearsay. 

Senator Porrer. I think it was hearsay, as far as he was concerned ; 
wasn’t it ? 

Senator Monroney. Not when the man who is now missing called 
him, using the name of Mr. Ford, to say that they were raising $1,000 
per dealer, and that only two of them in the whole Chicago area had 
failed to kick in. 

Senator Porrer. It shows we have a lot of Republican dealers in 
Chicago. 

Senator Monroney. Well, it might be. That is perfectly all right 
if it had been done at the Chicago level. 

Senator Porrer. But it was the dealer that contacted them; ; wasn’t 
it ¢ 

Senator Monronry. Let’s just get down to it. There is no use kick- 
ing this thing around. Do you think that that is good company nl 
icy? Do you intend to pursue that policy to permit Mr. Merrell, 
anyone recognized to be as close to you as Mr. Merrell is, to ctatinns 
dealership solicitation in the coming campaign of this year? 

Mr. Forp. Mr. Chairman, I would like to clear up one point, and 
that is on the use of my name. I am not familiar with his using my 
name. I don’t recollect telling him not to, but I figured he h: ad the 
good sense not to, and further, as far as I know, the general solicita- 
tion of these dealers was made by other dealers and w hether Mr. Mer- 
rell has a list of the contributions or not made by various dealers 
throughout the country, I don’t know, but I had never heard that he 
did have, but he may ‘have. I have never seen it and I don’t know 
actually whether he has it or not. 

(See Ford appendix, exhibit No. 12.) 

Now when you come down to the question of whether or not we will 
solicit funds from dealers this year as private citizens, it would seem 
to me that we have the right to solic it funds from various individuals. 
Now, we don’t solicit people with any thought, if they don’t want to 
give they don’t have to give, and we solicit lots of them, dealers and 
others, and it seems to me that in this solicitation of dealers, as far as 
I know, there was never any reprisal or recriminations taken that I 
know anything about, and I have said in our conversations that regard- 
less of 1952, whether automobiles were in short or long supply, the 
Republican Party was in need of financial assistance, and seeing that 
I was interested in the election of Presdient Eisenhower, I wanted to 
do everything that I could within my power to collect some funds, 
naturally without ever exerting any pressure on our dealers of any 


kind. 
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That was the one reason I felt very strongly that the sales depart- 
snes of our organization should have absolutely nothing to do with 
that, because it seems to me that when you get the sales de} partment in 
this thing, that is pressure, and that is one thing I don’t like. I don’t 
like pressure of any kind on any matter, and therefore they were 
excluded from this thing. 

I can’t say as of now whether we are going to solicit dealers or not 
this fall, but I am sure the Republicans will be in need of funds to 
elect General Eisenhower again, and I can assure you, personally, I 
am going to solicit funds. Who I am going to solicit from I am not 
sure of as of the moment. 

Senator Monronry. Well, I am sure that in 1952 there wasn’t quite 
as great a shortage of Republican campaign funds as there was of 
automobiles at that moment, but what you do in the solicitation of 
funds among your friends and those who do not have what might 
correspond to a near captive position as exclusive franchised dealers of 
your great company would be certainly within the best framework of 
good self- government, but if you had refused, and I think wisely so, 
to allow your sales organization to participate in fund raising, don’t 
you think that your right- hand man in the company participating in 
it would have exercised even a greater standing with the dealers, a 
greater position of importance and perhaps, in the minds of the dealers, 
create a greater desire for participation than had it been merely a 
local sales manager ¢ 

Mr. Forp. It didn’t seem so to me; no, sir. 

Senator Monronry. Well, I am afraid you don’t realize the im- 
portance of the great Ford name when it is put around the circuit 
that this is being done with the advice and consent of the president 
of the company through his confidential assistant. 

You admit that it would have been wrong to use the sales organiza- 
tion, but isn’t that a minor position compared with the mighty posi- 
tion that is held by you and by your confidential assistant ¢ 

Mr. Forp. Well, it didn’t seem so to me, sir, because if any solicita- 
tion had been done by people in the sales department, those people are 
contacting dealers and doing a business with the dealers every day 
of the week. They go in and talk to them about their business, about 
how many cars they want to order, about how well they are doing, and 
everything else. 

Mr. Merrell has absolutely nothing to do whatsoever with dealer 
relations on a basis of cancellation, termination, or whether they are 
operating well financially and making a profit or whether they are 
losing money or not. The only rel: ations he has had with dealers are 
problems which have been sent to my office on various aspects which 
he has talked to individual dealers about. But he has no jurisdiction 
whatsoever in any way, shape or form over any of the dealers. 

Senator Monronry. But he is your confidential assistant in dealer- 
ship matters that reach the summit of the corporation / 

Mr. Forp. He is my confidential assistant, but I can assure you, sir, 
that the gentlemen sitting next to me and some behind me would pay 
very little attention to some thing he might have to say about whether 
a dealer should be handled this way or : another w ay because of a par- 
ticular situation. 

He just isn’t in that kind of capacity within the company. 
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Senator Payne, Mr. Chairman, I think out of fairness here, we 
should clari fy one point which comes down to the question of whether 
or not any pressure was exerted. Certainly, as far as the record is 
concerned, as to my recollection, there was jo testimony to the effect 
that any pressure was exerted by anyone. 

The witness who was before us, and I have before me the testimony, 
save one of these things where somebody called somebody else and 
said somebody else had said something. In other words, “The eal] 
came from a dealer operating a dealer development deal, who told me 
the call had come from Henry Ford’s office that we dealers were to 
raise $50,000 in Chicago and turn it over at once to Mr. Ryerson, I be- 
lieve, who was the head of an Eisenhower-for-President committee.” 

Now that is one of those old stories of : ] am a friend of Senator 
Monroney’s and Senator Monroney is up for campaign, so I eal] some- 
body and say: “You know me and you know who I am interested in, 
and would you do something ?” 

Now, actually, there is no factual] information here of the fact that 
anybody in Henry Ford’s office actually called anybody. It says that 
somebody told somebody that they called somebody from Henry Ford’s 
office, and I think in the absence of something a little more positive 
we should get away from the fact that any pressure has been exerted 
by anybody unless we have something specific 
attention that pressure was exerted on someone. 

Senator Monronry, Until this gentleman, who is alleged to have 
exerted the pressure, returns from his sudden departure, it is going 
to be impossible for the committee to verify that. 

Senator Paynr, And that is the time, ] think, we should go into 
that phase of it, if somebody has something specific and definite that 
they were told by someone in authority in Ford Motor Co. to do some- 
thing, then I think it is a matter that Mr. Ford and everybody con- 
cerned with his company will be interested in learning about, but up 
to that point I think that inferences are so easy to be cast around to 
say that this person did that or something else in the absence of some- 
thing factual to point it up as being the exact case. 

Now I have heard here about letters on the Ford Motor Co. sta- 
tionery. Have we any letters on Ford Motor Co. stationery to that 
effect 4 

Senator Monronry. We have been advised by men who call these 
meetings that they have the letters, that they would make such letters 
available to the staff of our committee. This was done immediately 
after the matter came into the open in the hearings. Two or three days 
later we find we have a very reluctant witness on our hands who is not 
willing to submit the letter and it would be necessary to go through the 
expense of a subpena to go clear across the country to bring that 
dealer in. 

Senator Payne. Well, let’s hope his cruise comes to an end. 

Senator Monronry. This is another man. He is not on a cruise, 

le is one that is stil] put in his home State. Now these committee 

earings have been running continuously, as the distinguished junior 
Senator from Maine knows, and this is not the prime subject of this 
inquiry, so naturally we are not dropping everything and trving to 
shove the political thing ahead of the main purpose of this investiga- 
tion. But certainly the subject of undue pressure on dealers has been 
one of the prime reasons for the feeling of dealers that they need a 


to call to somebody Ss 
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declaration of independence from the apron strings of Detroit, and 
this happened to be only one of the many examples ‘that came in. We 
will try to amplify w ithin the limits of its importance—and we do not 
say this is omni-important in this investigation—some further data 
on this, but we do have enough corroborating evidence secured by the 
staff to indicate it was not Just an occasional happening, it was not 
just in Chicago, and it was not just a group of dealers who suddenly 
decided they liked Ike and that they were going to raise money for the 
Republican Party. There was word dropped from the summit that it 
would be a good idea for them to see what they could do among the 
Ford dealer ships. 

That is the purpose, and I want to compliment the distinguished 
president for his frank statement on this matter. 

Mr. Forp. Mr. Chairman, may I make a statement, please ? 

Senator Monroney. Yes. You are the witness; excuse us from 
monopolizing the time, but when you get 3 or 4 Senators gathered, 
you have to fight to get a word in edgewise. 

Mr. Forp. Well, | am very interested. I was in Miami a week ago 
last Wednesday to meet with about 20 dealers, and their associates. 
There were about 40 there, and some of those men in the room, as I 
understand it, were those that were interested and participated in 
soliciting other dealers, and I asked them specifically whether any 
pressure of any kind was put on them and whether they put any pres- 
sure of any kind on the dealers that they solicited, and ‘they said abso- 
lutely not. 

Now, all I can say is that. I have got that from my own personal 
contact with these men. 

Senator Monroney. I see. Do you have any further questions? 

Senator Porrrr. No. 

Senator Monroney. Would Mr. Merrell have a list of these con- 
tributions? 

Mr. Forp. I have no idea, sir. 

Senator Monronry. You said it was a considerable amount of 
money, you thought, and I wondered if, in your contacts with him, 
you would ascertain-if he has such a list and could advise this commit- 
tee—you say on page 5, “I have heard that many of our dealers con- 
tributed, and the total amount was substantial”—if you could supply 
that for the record. 

Mr. Forp. Would you like to have the list if he has one? 

Senator Monronery. It would help us to maybe drop a line to some 
of the dealers to ascertain from the source whether there was any 
feeling that they were being pressured indirectly, even though it wa 
not stated in the request for funds that they had better give or dies 
I am sure that wasn’t the case, but the dealers have a habit of cooper- 
ating pretty generally with what is asked for by the officials of the 
company. (See Ford appendix, exhibit No. 12, p. 1085.) 

You have had a wonderful record of dealer partic ipation in every- 
thing that the factory suggests. For that reason it does occupy a 
more important part in w hether dealers in the future will be asked 
by the factory to contribute or whether their contributions will come, 
as most people’s do, through their own State political or ganizations, 
which they certainly have et very right in the world to participate in. 

We are not questioning their right to do it. We are not questioning 
the right of Mr. Merrell in the performance of his duties on the 
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finance committee to solicit funds, but the chairman does—perhaps 
the others don’t—question the right to go to a dealership organization 
from a position of advantage to request that organization be set up 
for this solicitation. 

Mr. Forp. As a member of the Republican finance committee in 
your opinion, sir, would it be incorrect for him to solicit any Ford 
Motor Co. dealer? 

Senator Monroney. That would be a matter for your determination. 
I would think that the solicitation should best come, to avoid any 
fear of undue pressure or charges of undue pressure, from the local 
State organizational group without the industry contact. 

I may be wrong. That is only my idea. I would have felt it com- 
pletely unethical “when I had my business if I asked my employees 
to contribute to my own campaign for election, because I think I 
would be soliciting captives who could not enjoy the free will of 
their own determination; and I have always encouraged those who 
were members of the other party to have the right to solicit in my 
organization funds for their purpose, while I denied it to myself. 

Senator Porrer. I haven’t heard that Mr. Ford is running for 
any office. I think the solicitation was on behalf of a political party 
and if it were a personal solicition that might be one thing, but it 
was a solicitation for a political party and there is nothing new about 
this and I am sure that the Democratic Party secures funds through 
solicitation. I don’t think a black mark should be put on anybody 
because he solicits funds for the Democratic Party any more than for 
the Republican Party, as long as he does it in an ethical way and a 
proper way. ‘There has been no evidence before this committee— 
there has been a lot of hearsay—there has been no evidence of any 
coercion put on dealers. Certainly I think probably the Ford Motor 
Co. has dealers which contribute to the Democratic Party. They still 
have franchises and they. are still selling Fords. If you have any 
evidence to the contrary, I think in all fairness to the committee 
and to the Ford Motor Co. that should be brought out, but to deal 
in innuendoes I think is most unfair and I 

Senator Monronry. I would like to say that there is nobody dealing 
in innuendoes in this study and we have plenty of staff interviews with 
men in various places. 

Senator Porrer. Well, you mentioned letters on personal stationery 
of Mr. Ford. You do not have any letters. You say you understand 
there are some, but we do not have any letters. You have dealers 
that want to testify, but they are either taking cruises or won’t testify. 

Senator Monronry. You mean wanted to testify? 

Senator Porrer. According to my understanding you have a man on 
a cruise. 

Senator Monronry. We want him to testify. I do not know 
whether he wants to testify or not. Apparently, he doesn’t. 

Senator Porrer. The fact is we do not have any evidence before the 
committee. You are questioning Mr. Ford on something, on hearsay 
evidence which we do not know whether it exists or not. 

Senator Payne. I would just like to ask this if I may, and then I 
hope we can get away from this subject and perhaps pursue it in an- 
other way later. I would presume, Mr. Ford, that members of your 
organization take a very active part in the civic affairs in Detroit, do 
they not? 
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Mr. Forp. Yes, sir; they do. 

Senator Payne. Have any of the members of your organization ever 
headed up the finance drive ‘for what is known as Community Chest or 
other activities of a similar type? 

Mr. Forp. Well, my brother was the general chairman of the United 
Foundation last year in Detroit which means that he conducted the 
whole campaign, and I may say that they raised more money than they 
ever have before in Detroit. 

Senator Payne. I imagine probably that he arranged either himself 
or through people under his direction the solicitation of probably Ford 
dealers as well as others. 

Mr. Forp. Yes, and employees. 

Senator Payne. So the procedure of operation if you are going to 
shut off one method in which possible coercion might be exerted, then 
you have got to shut off members of your organization or any other 
group from act ively participating in anything | that is of a civic nature. 
Otherwise, there might be the inference that if they did not come up 
with the funds to the community drive or whatever it is, that well, you 
are not going to do so well. 

Mr. Forp. I think that is true, yes. 

Senator Monroney. Would you say that solicitation of funds for a 
political party is in the same pattern and in the same degree of im- 
portance and on the same basis as for a community fund drive or a 
cancer prevention drive or things of that kind? I think that you cer- 
tainly have drawn a distinction instead of a parallel. 

Senator Payne. I think when any fellow heads up a drive, regard- 
less of what it is—and certainly this Government of ours is a mighty 
important function—when you head up a drive to go in and get funds 
to support any activity, the inference could be drawn that unless the 
person comes across with his contribution and usually it is laid right 
down—here is what we figure your pledge ought to be, and the amount 
you ought to give—recr imination is going to take place if I refuse to 
give the money, and I do not think that is the basis on which drives 
that I have ever participated in have ever functioned. 

Senator Monroney. I think still that the public will generally draw 
a distinction. Maybe this committee doesn’t. 

Senator Porrer. I would like to ask the Senator from Oklahoma 
how the Democratic Party raises its money. If you have some secret 
means of raising money without solicitation—I assume that the CIO- 
PAC, I understood that that was a solicitation, I would assume prob- 
ably that you could reason that if he did not contribute to the PAC 
that he might be out of a job. Now I have heard that. I do not have 
any documentary evidence, but we are in the same category. 

Senator Monronry. You mean the Ford Motor Co. might fire 
Walter Reuther’s boys if they did not contribute to the Democratic 
Party. I hardly think that that economic compulsion exists there. 

Mr. Ford is the employer. The employees have a right to make 
voluntary contributions to their workers organization “if they are 
organized politically, and I do not see how they could lose their job 
if the word got up to the summit that they had failed to make a con- 
tribution to the Democratic Party. 

Senator Porrer. Well, they can lose their protection that they might 
receive from the union, whether it be a grievance—I understand that 
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a shop steward has quite a bit of authority in that respect—and there 
can be recriminations if they so desire. 

I do not say that that has happened, but I say that certainly if you 
are trying to make a parallel because a man who happens to be an 
employee of Ford Motor Co. and also a member of the Republican 
Finance Committee that he cannot go out and solicit funds for the 
Republican Party without. it being a means of coercion upon the 
people that he is soliciting, then certainly the parallel is just as strong 
or stronger with the CIO-PAC where they make a soliciation and 
where I assume that the officials of the union have a great import as 
to the working future of that individual. 

Senator Monroney. They have no power to hire and fire, do they ? 
Lf they do, I didn’t.know it. J] though the Taft-Hartley Act gave 
them their complete independence against the type of thing that 
existed before the act where a man could be blacklisted by a union, 

Senator Payne. Mr. Chairman, can’t we get down to the meat of 
this thing where we are trying to help the de 
connection with their factory relations? 

Senator Monronny. Well. I am certainly glad to, but this was first 
on the list. I didn’t arrange it this way. 

Senator Payne. I know, 

Senator Monroney. We are merely just trying to carry on in an 
orderly way. I know there are many other dealer problems and it is 
certainly all right with me for 
have some further questions. 

Senator Porrer. No. 

Senator Monronegy. Senator Payne? 

Senator Paynr. No, I have none. 

Senator Monronry, You may proceed. 

Mr. Forp, May I state at the outset that the matters which are 
under consideration by your subcommittee are of the greatest concern 
to Ford Motor Co, 

As we will show in the course of our testimony, Ford Motor Co. has 
always recognized that. its very future depends upon a strong and 
profitable dealer organization. “We are proud to be able to say that we 
have continually led our industry in the development of policies and 
programs designed to create and maintain a healthy dealer structure. 
This is true today as it has been in the past, and we are determined 
to continue improving and strengthening our dealer organization in 
the future. 

During the course of this committee’s hearings, it has been clear 
that at least two of the parties in interest, the automobile dealer and 
the automobile manufacturer- -would have ample opportunity to have 
their views incorporated in the record of these proceedings. 

It seems to me important somewhere along the line to consider the 
interests, if not. the expressed views, of other groups who have very 
substantial stakes in what happens as a result of this subcommittee’s 
inquiry and recommendations, if any, for legislative action. 

There are, for instance, the nearly 1 million employees of the au- 
tomotive industry and the 670,000 employees of some 40,000 dealers. 
There are thousands of small and large business firms that supply the 
automobile industry—and their employees, 


alers of this country in 


Mr. Ford now to pass on, unless you 
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There are the hundreds of thousands of stockholders of the various 
corporations. And, most significant of all, there is the American 
consumer. He has the most to gain or lose. 

The consumer, who pays the ‘bills, may not be able to avail himself 
of the same opportunity to appear here and state his case. The con- 
sumer is not organized into a corporation or a trade association. 
Although it may not be possible to hear from the consumer in person, 
it seems to me that it is clearly the responsibility of all of us to repre- 
sent his interests. 

The manufacturer depends on the consumer, and so does the dealer. 
We know him to be the best judge of the products we manufacture 
and sell. 

He determines price levels and sets market values by his ee 
ness to pay more or his determination to pay less for a particular cé 
or truck. 

It is his money we use for expansion and for payrolls and for 
experimentation. He employs ee stylists and assembly-line 
workers every time he buys a new car, because the money he spends 
is used to pay the wages and the ; nie ies of these people. 

The consumer has tremendous power. There 1s no appeal from 
his judgment. He makes his own rules and enacts many unwritten— 
but binding—laws of our system of free competitive enterprises. 

I have emphasized the role we know the consumer plays in our 
business because, 10 years ago at Ford Motor Co., we lasene even 
more acutely aware of his importance than, perhaps, we ever had 
been before. 

At that time, the company was not making a profit, was not even 
close to the break-even point. We were, in fact, losing astonishing 
amounts of money, month by month. 

Responsible for these hard, cold, and somewhat discouraging facts 
of life at Ford Motor Co. in 1945 were these additional facts: We 
were not manufacturing a product that satisfied the customer’s grow- 
ing needs and changing tastes; we were not equipped, man-or-machine- 
wise, to do so; we had no long-range plans, even with the right prod- 
uct, to produce that product in sufficient quantity to meet the great 
expansion of the whole American economy that was then beginning 
to blossom forth across the country. Spring was bursting “out all 
over and we, at Ford Motor Co., were frost-bitten in the winter of 
our unpreparedness. 

We started the reorganization job that had to be done 10 years ago 
at our home office in Dearborn with the planning of new plants and 
the rehabilitation of old ones, the engineering and styling of new 
products, the strengthening and rebuilding of our organization all 
along the line, from top to bottom. 

With the job started—and just barely started, at that—my asso- 
ciates and I went out across the country to see and to talk with the 
most valuable single asset we did have—an experienced, hard-working, 
loyal, and extremely patient dealers organization. 

We told them about our plans. They liked what they heard. They 
believed us. And on the strength of our belief in them, we returned 
to Detroit and proceeded about the business of carrying out a vast 
expansion program that could keep pace with the tremendous growth 
we were certain was ahead for America. 
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In the course of that program and within a period of 10 years, we 
expended some $1,678,000,000 in modernization, expansion, and re- 
placement of facilities alone, exclusive of special tools costing over 
one-half billion dollars. 

Our dealers stepped up to the job magnificently. They expanded 

sales and service facilities, trained and added new sales and service 
personnel, adopted sounder merchandising and management practices. 

The 10-year results tell the rest of the story: Ford Motor Co. em- 
ployment up 80,070, or 79 percent; car and truc k sales up 1,960,000 
units, or 800 percent ; company payrolls up $790 million, or 240 per- 
cent; net value of the company’s property, ol int, and equipment up 

$875 million, or 266 percent; passenger car and truck sales up from 
21.2 percent of the industry in 1946 to 28.5 percent of the industry 
in 1955. 

For this 10-year period, Ford Motor Co. made total profits, before 
taxes, of $3,728,000,000, of which $1,126,000,000 was plowed back into 
the business and $2,067,000,000 was paid in Federal taxes. 

Ford Motor Co, dealers, during this same period, made total profits, 
before taxes, of $2,565,000,000, with approximately one-third of this 
amount paid in Federal taxes. 

My reason for dealing in some detail with this portion of our com 
pany’s history is because I believe these facts and figures are important 
indicators of the kind of relationship that must. have existed between 
company and dealer during that period to produce such results. 

The company-dealer rel; ationship may, it seems to me, be compared 
at least in some of its aspects with the relat tionship between husband 
and wife. There are bound to be disagreements. ‘There must be the 
necessary amount of give-and-take, the required number of compro- 
mises. Each must share in the benefits of the alliance. Whether the 
marriage is a happy one—or a miserable failure—can best be measured 
by the results produced. And the results measured should not be 
those of a week or a month or even a year. On that basis, a great deal 
of proof would be required to upset my belief that the marriage be 
tween our company and its dealers had been a happy and successful 
one, measured by the results of the past 10 years. 

Whether it is a mild disagreement or a violent quarrel that occurs 
between the parties in any marriage—corporate or otherwise—there 
is always a cause for the rift. The very nature of our business makes 
it possible—if not certain—that such causes or reasons for trouble 
will occur more frequently than, perhaps, would be the case in other 
businesses, 

This business of manufacturing automotive vehicles is exacting, com- 
plex, hazardous, and exciting. We must project our programs far 
in advance, attempting to visualize 8 or 5 years ahead the vehicles 
we will produce and the potential market for them at the time of their 
introduction. And we must commit ourselves far in advance for the 
new facilities, tools and dies required for production. 

If the products that we have designed do not meet with pub - 
acceptance, they cannot be basically changed for at least 2 ye: 
During that period, we and our dealers and suppliers could sus tain 
huge losses. Ford Motor Co. and other have had this experience in 
the past. 
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The conduct of our business involves split-second timing of our 
operations, not only of our own production facilities, but of those of 
thousands of suppliers. This is complicated by the fact that we do 
not supply a standard unit, but several complete lines of different 
units with thousands of individual variations in color, design and in 
special-equipment preferences. We must have vehicles in the hands 
of our farflung dealer organization at a specific time and continue to 
supply each dealer upon his order throughout the year. 

To be able to supply our dealers, we maintain a widely dispersed 
assembly system. We place orders with our suppliers many months 
in advance of production of the first car so that they will have the 
tooling, facilities, manpower and know-how necessary to do the job. 

Later, we set our production schedules, generally for 5 months 
ahead, only 1 month of which is covered by dealer orders, the other 
4 months being at the company’s risk. 

Then we tell our thousands of supphers—some of which are oper- 
ating divisions of the company—the number of parts we will need 
to meet our schedules for that period. 

This process of setting and adjusting schedules and of notifying 
suppliers is repeated each month. 

All of this planning is necessary if the quantity, type, and quality 
of components are to reach the assembly line at the precise moment 
when the vehicle required is being assembled. 

In the process of planning- and in production—there is a constant 
battle to bring down costs. This is a difficult matter for, obviously, 
cost. is directly related to the volume of production; and volume in 
turn is de spendent to a large extent upon the number of cars we can 
sell. Thus, in setting the price on the first car that comes down the 
production line, we must base that price upon an assumed volume of 
sales. In other words, we price, let us say, the millionth car and that 
is the price at which we sell the first car. 

Our price, then, is determined by a volume which may or may not 
be realized. This is where the dealers come in. 

Since the manufacturer is so dependent upon the efforts of the 
local dealer, the selection of the dealer and the dealer’s success in his 
area of operation are matters of great importance. The manufacturer 
must not only be concerned with the overall efforts of the dealer, but 
also with the dealer’s sales and service personnel and equipment, his 
managerial and merchandising methods, his physical facilities and his 
standing as a citizen in his community. 

If the dealer fails in his job, there are repercussions and reverbera- 
tions all the way along the line. The failure is felt not only in the 
profits of the manufacturer, but in the prosperity of the supplier, the 
paycheck of the employee, the dividend of the stockholder—and the 
amount of money available to make next year’s models better cars and 
trucks for the customer. 

Thus the many complexities of our manufacturing operations, the 
basic interdependency between dealer and company, the interests of 
the employee, the day-to-day well-being of the supplier, the hopes of 
the stockholder and the needs and demands of the customer are all 
interwoven and entwined in the automotive industry in one fabric 
whose complicated pattern, ever changing, is never quite clear or 
even easily explainable to the nal observer. 
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It should be no surprise to anyone that, in such an atmosphere, 
problems of one kind or another are continually in the process of crea 
tion and solution. 

That has been precisely the case at Ford Motor Co., particularly 
during the past 10 years. ‘That is the only period of our company’s 
history about which I am qualified to speak from firsthand knowledge. 
And I would like to make it quite clear at this point that we have never 
ignored or consciously overlooked, during that time, the causes that 
might create problems between our dealers and the company. 

it has been this ¢ ompany’s policy to solve such problems—to remove 
the causes of trouble—just as soon as the problem could be diagnosed 
and a remedy developed. 

We know, as I have already indicated, that the strength and pros 
perity of our dealers is as vital to us as it is to them. We want to do 
everything we can to fortify that strength and to increase that pros 
perity. 

That is why we at Ford Motor Co. spend a considerable amount of 
hoth time and money to help our dealers achieve success with traming 
and assistance programs covering all phases of dealership operations. 
And this is not a policy adopted today or last week. 

For example, back in 1945—realizing the importance of clear chan 
nels of communication to a company-dealer relationship—we estab 
ae our dealer councils. Since 1950, the members have been elected 

by the dealers themselves, a practice that is now being adopted by 
other companies in the induatey. For 10 years, since their creation, 
both company and dealers hive worked to make them more and more 
effective, more and more useful to each party. concerned. ‘There is a 
national dealer council for each of the car divisions. 

Let me tell you briefly, how it operates at the Ford division. Mem 
bers are elected annu: ally by the dealers on a national basis. All of 
the dealers in each zone, who e omprise a zone council, elect two repre 
sentatives to the district council. The district council, in turn, elects 
two representatives to the regional council; and each of the regional 
councils elects representatives to the national council. The two repre 
sentatives elected at each level are generally a small dealer and a large 
dealer. 

The national council presents to the management of the company the 
views and recommendations of the dealers. These views and recom 
mendations are first discussed at the zone level, then at the district and 
regional level, and finally at the national level. 

The problems raised at each level are discussed with company rep 
resentatives. The great majority of dealers’ complaints and recom 
mendations are resolved at the zone, district, and regional levels. The 
unresolved questions that are deemed important by the national coun 
cil are then discussed at length with the management of the car divi 
sion at the national council meeting. 

The plan works and it works well. It will work even better in the 
future since we now afford our national council an opportunity to 
discuss any ultimately unresolved questions with staff officers of | he 
company in meetings at which representatives of the car division 
will not be present. 

Members of our dealer councils have expressed satisfaction with the 
operation of the plan on numerous occasions. I know of no instance 
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when the company did not conscientiously and sympathetically deal 
with all suggestions advanced by the council. 

There is no limitation on the subjec ts for discussion at the council 
meetings. They embrace every conceivable subject—dealer-company 
relations, engineering and design, quality, the competitive situation, 
distributions problems, wholesale prices, and advertising programs, 
toname afew. Both the dealers and the company recognize the neces- 
sity of advancing their common interests, and the discussion proceeds 
with complete freedom. 

To summarize, all dealer council recommendations are given serious 
consideration. Most of them are adopted. When they are not adopted, 
a full explanation of the reasons and considerations involved is given 
to all dealers. The most recent meeting of the National Ford Dealer 
Council made this report: 

The Ford dealer council of 1955-56 has received excellent cooperation from 
the Ford division, with the resu't that our problems have been solved to the 
mutual satisfaction of both the dealer group and the Ford division. 

We commend the Ford division for its maintenance of the Ford dealer 
council * * *, 

Carrying out the same company policy responsible for the creation 
of our national dealer councils, in 1947 we established the Ford Mer- 
chandising School. The school is in continuous session in Dearborn, 
and offers a 1-month course designed to train dealers’ key employees 
and managers in the fundamentals of dealership management. The 
faculty of the school is composed of Ford division sales department 
managers and supervisors. To date, more than 2,000 dealership per- 
sonnel have been graduated. 

Still another example of this policy of company assistance offered 
to dealers is the service training program of our Ford division, estab- 
lished in 1950 and which includes the maintenance of 35 permanent 
district service schools for dealership service personnel. 

The profit performance of individual dealers is determined from 
financial statements that they furnish all divisions each month. ‘This 
statement is so designed as to permit analysis of the operations of each 
department of the dealership, and also to permit determination of 
whether the dealer’s problems stem from inadequate cost controls, lack 
of sales volume, or inefficient management. 

When it becomes apparent that one of our dealers is beginning to 
have trouble, we then offer special assistance to him. In order to do 
this, we maintain in our Ford and Mercury divisions, for example, field 
organizations consisting of more than 150 trained personnel whose 
specific task is to assist individual dealers and groups of dealers to 
maintain satisfactory profits. The Ford division budget for these 
activities alone in the year 1955 exceeded $1,200,000. 

When individual dealers are found to be experiencing unsatisfactory 
profit results, they are invited to participate in our profit-rehabilitation 
and cost-control programs. Whether or not a dealer participates in 
these programs is entirely a matter of his own choice. The dealers 
who have participated almost invariably have increased their profit 
positions substantially—largely through improved cost control and the 
application of better management tec hniques. These dealers norm: lly 
increase the volume of their sales through better organization of their 
sales efforts, planned solicitation of customers, and closer direction of 
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salesmen’s activities, while substantially decreasing their costs per new 
unit retailed. 

After months of intensive study, the Mercury division developed 
a suggested accounting system specifically designed to provide the 
dealer with financial data on a daily basis that could aid him in the 
direct management of his business. This new system segregates fixed 
and variable expenses by type of operation and provides the basis for 
sound forecasts of the gross profit requirement of each operation. 

The monthly reports developed under this system are designed 
primarily for the dealer’s use and all of the information requested by 
the factory is available from a copy of the regular dealer mon thly 
statement. This new system illustrates a primary goal of our dealer- 
relations policy. The procedures that we recommend to the dealer 
are directed toward helping him manage his business and earn a profit. 

Still another example of a dealer-assistance program—designed to 
cure problems before they even appear—is a new forward sales plan- 
ning project instituted among Mercury dealers beginning with the 
fourth quarter of 1955. 

This plan sets up marketing departments in the division’s 23 district 
oflices to make a continuing review of market trends in each locality. 
Zone managers and dealers are provided with the most accurate fore- 

cast possible of the probable local demand for specific body styles, 
onli. and optional equipment. This information, in the short time 
it has been available, has proved extremely helpful to the dealers 
in forecasting sales and stock requirements. 

Of course, all of these programs I have been describing are entirely 
voluntary on the part of the dealer. We feel, and most of our dealers 
agree, that they are of substantial benefit to those who wish to par- 
ticipate. But the final decision is left to the individual dealer. 

Lefore continuing this discussion of dealer-company relations at 

Ford Motor Co. with material that concerns itself primarily with the 
policy and substance of our dealer franchises, I should like to point 
out again that this policy of dealer assistance and dealer cooperation 
at Ford Motor Co. is not a matter determined and put into effect 
within the past few days or weeks. 

We have been at the job for some time now and, in the past, have 
been able to work out our problems to the mutual satisfaction of both 
the dealers and ourselves. We expect to continue to do so. We fur 
ther expect, as a result of this ability to get along together—ironing 
out our difficulties as we go along—to continue to reap material re 
wards for our efforts comparable to those we both received during the 

1946-55 10-year period. 

As a result of half a century of experience, it has been found that 
the product of the industry can best be sold through authorized deal- 
ers. And,so long as authorized dealers are employed, the basic rights 
of the dealer and of the manufacturer must be governed by agreement. 

The Ford sales agreement not only provides a legal basis for the 
relationship between the company and its dealers, it contains provi- 
sions deemed necessary to protect the public as well. 

At a meeting of the Ford dealer council in October of 1950, the 
chairman indicated the satisfaction of the dealers with the Ford sales 
agreement when he said: 

It is the consensus of the national dealer council that we have the best sales 


agreement in the country today, and it should be a continuing agreement us we 
presently enjoy. 
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The agreement was completely revised and greatly improved in 
1955. The new agreement contains a number of new provisions that 
were inserted for the benefit of the dealers. For example, it contains 
(1) expanded provisions for price protection to include all current 
model vehicle stocks and factory-installed equipment; (2) new pro- 
visions for succession of the dealership to certain qualified relatives 
of the deal er upon the dealer’s death or retirement; and (5) greatly 
improved benefits of the event of termination by the company. 

Upon termination, the co mpany now 1S obligated to pure hase from 
the dealer all unused current model vehicles, all unused service parts 
for the current and next three poets models, and to negotiate 
with res} ect to purchase of all special tools, and tra idemark SIons. In 
addition, the company 1s required to make monthly termination pay 
ments to the dealer for 12 months in the event that he is unable to 
utilize his vacated pre mises immedi: itely. 

Many dealers have praised the 1955 Ford sales agreement, and we 
have regarded it as the most liberal and progressive agreement in the 
industry. That is not to say, though, that it represents the last word 
or that it could not be improved. Ours is a complex and changing 
business. As conditions change and as problems arise, we have made 
in the past, and will make in the future, such adjustments in our 
agreements and in our relationships with our dealers as may be deemed 
necessary to protect the interests of the dealers, the public, and our- 
selves 

We have always given careful consideration to suggestions for the 
Improvement of our agreement. Many of the recently added dealer 


benefits were suggested to us by dealers. A number of other sueges 
tions have been rejected. Among them have been various proposals 
e 


or territorial security. Such provisions have proved to be unwork 
able in the past, would be contrary to the public interest, we think, and 
would create problems under the antitrust laws. ‘The dealers them 
selves, in answering the questionnaire of this committee, indicate that 
they are about evenly split on the question of territorial security. 

We believe that our dealers favor our form of continuing agreement 
over a fixed-period agreement as employed by some of our competitors. 
Our dealer councils have consistently told us so, and we believe that 
the published answers to this committee’s dealer questionnaire reflect 
sucha feeling. 

The Ford sales agreement is a continuing one. It is not for a fixed 
“9 of time. It remains in effect until terminated by action of one 
of the parties. Almost a third of the Ford car dealers have held 
their franchises for more than 20 years. More than half of them 
have been with us for more than 10 years. There have been few 
terminations by the company for unsatisfactory representation in 
the past few years. For example, in oo vear 1954 when we had over 
1,300 Ford car dealers, we terminated only 8 for unsatisfactory repre- 
sentation. e 1955, we terminated 28 for that reason. 

Although the great majority of dealers are experienced and effective 
businessmen, the manufacturer cannot make exceptions in the stand 
ards established for the guidance of the dealers; the standards must 
be uniform in their application and administration. 

I don’t want to create the impression that the dealer must conform 
to rigid standards in the operation of his business. Every dealer’s 
business reflects his personality, his character, and his capabilities: 
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but the manufacturer as well as the dealer is concerned with the 
results achieved in the dealer's business. This is so werawen in any 
community the manufacturer’s reputation often is made by the dealer 
and is reflected in the dealer’s conduct. 

If the dealer engages in false or misleading advertising, if he 
makes untrue representations to the consumer concerning the product, 
if he engages in unethical sales practices, or is subject to Just criticism 
for any other reason, his conduct damages not only his own reputation, 
but the reputation of the manufacturer and the product. 

On the other hand, the dealer has a vital and continuing interest in 
the success of the manufacturer's business. His welfare depends upon 
the ability of the manufacturer to design a product that will receive 
public acceptance. If the quality of the manufacturer’s product. is 
not good, fj it fails in the fulfillment of its warranty obligations, or 
if its bene ies in any area are such as to incur public disfavor, the 
dealer is handicapped and may fail in his business. Thus, if the 
manuf: pat defaults in any material respect, the dealer suffers and 
must be in a position to m: ake other arrangements, when he deems it is 
to be his best. interest. 

We have never regarded the strictly legal relationships with our 
dealers as of overriding importance in the conduct of their business 
or ours. As far as I can determine, neither have the vast majority 
of the dealers. Many of them have told me that they have neve 
referred to the agreement. Far more perocnn are the relationships 
that arise by reason of the nature of the business and the day-to-day 
obligation to advance the mutual interests of the parties. 

Nevertheless, since the relationship between the parties is essen 
tially a personal one and is grounded upon mutual confidence in and 
satisfaction with the performance of the other, the agreement must 
provide for termination by either party. 

It is assumed that neither party will act capric lously. Kach must 
decide for himself, in the light of all the facts and circumstances, 
whether the relationship is to continue. Obviously, the nature of the 
relationship is such that if it becomes unsatisfactory it must be dis- 
continued; neither party can assign his rights to another. If the 
situation were otherwise, the automobile business would not progress 
as it has in the past; and a business that does not progress, ultimately 
will fail. 

If both parties continue to perform satisfactorily, the rel: ationship 
will continue, and the parties will prosper. At Ford Motor Co., in 
the vast majority of cases, it has continued over the years to the 
satisfaction and profit of the parties. 

Do you wish me to stop there, or go ahead 7 

Senator Monroney. Since this deals with the general subject of 
factory dealer relationships, I think you might as well conclude 
your statement. You can take a breather for a few moments if your 
voice is tired. 

Mr. Forp, No, it is perfectly all right. I believe some clarification 
is needed in the matter of termination of dealer sales agreements. It 
is manifestly untrue to suggest that a Ford Motor Co. dealer can be 
terminated in an arbitrary or capricious manner. ‘Termination takes 
place only after a long, detailed and careful review of the dealer's 
record, 
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Let me describe the termination procedure of our Ford division, 
as an example. 

When a field manager is convinced that a dealer’s representation 
has become so unsatisfactory as to warrant termination, the following 
review of the dealer’s operation takes place at the district level: 

The field manager personally reviews the operations of the 
dealership with the dealer and files a written report with the 
district sales office; 

The district sales manager analyzes the dealer’s performance 
record and determines what corrective action should be recom- 
mended: 

The assistant district sales manager personally visits the dealer 
and makes recommendations of a plan for improving the dealer- 
ship operations; 

Periodic visits are made by district personnel to assist the 
dealer in putting the plan into effect, with reports being made of 
the dealer’s progress 5 and 

The district sales manager personally visits the dealer if it 
appears that the dealer is not progressing satisfactorily under the 
proposals of the plan. 

If at this point, the dealer is unable or unwilling to improve his 
performance, the following review takes place at the regional level: 

The facts are reviewed by the regional sales manager; and 

The lenin’ sales manager personally visits the dealer and 
endeavors to make further suggestions for rehabilitating the 
dealer’s operations. 

If there is still no improvement, the dealer’s record receives the 
following central management review: 

The facts, including a report of the rehabilitation efforts of 
the district and regional offices, are sent to the general sales man- 
ager of the division, together with the recommendation of the 
regional sales manager that the dealer be terminated ; 

If the general sales manager concurs, he prepares a report sub- 
— to the company’s merchandising committee, composed of 

15 principal executives of the company, including the president, 
chairman of the board, and the general manager of the end- 
product divisions; and 

The merchandising committee has final jurisdiction in the mat- 
ter of terminations. 

Such is the carefully prescribed procedure we follow before sending 
any notice of termination to a dealer. In many cases, the dealer’s 
operations are rehabilitated in the early steps of the procedure. Even 
if all of the initial rehabilitation steps have failed, the action of the 
merchandising committee, in final review at the highest level of our 
management, may refuse and have refused to approve termination of 
the dealer’s franchise. 

During the 90-day notice of termination period, the company con- 
tinues to make deliveries to the dealer of products which he orders 
in the same quantities and manner as though there had been no notice 
of termination. During this period there is a final opportunity for 
the dealer to demonstrate that it is to the mutual interest of the com- 
pany and the dealer that his sales agreement be reinstated. 

There are some cases—such as the death of a dealer or the dissolution 
of a partnership—in which a notice of termination may be sent out 
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immediately. But these cases are limited in number. In practically 
all cases, the procedure which I have outlined is followed. And 
that process can take—and has taken—as long as 3 years to comp lete. 

It 1s not my intention to attempt to give the members of this com- 
mittee the impression that we believe our dealer-company relations at 
Ford are perfect and that there is no room for improvement. We 
know they are not perfect. We are fairly certain that such a re 
lationship can never be perfect. But it is our policy always to strive 
to improve that relationship, to greet changes in it as conditions and 
circumstances change, to welcome suggestions that might work toward 
a better relationship. 

We do, however, hold to a strong belief that the overall policies of 
the « rompany affecting our rel: itionships with the dealers are right and 
that they have worked out and will continue to work out to the 
benefit of each of us. 

I would be less than honest were I not quick to admit that in some 

stances, where the correct implementation of a policy depends upon 
the action of an individual below the policymaking level, the desired 
end result can be considerably altered—even, in rare cases, to the point 
of nonrecognition. 

That can and has happened in our company and we are constantly 
listening for indications of such a failure in the company’s chain of 
command, 

In closing, let me make a few observations, each of them bearing 
on subjects this subcommittee has had under consideration. 

At Ford Motor Co., as a matter of firm policy: 

We are opposed to price-packing and are earnestly seeking 
ways and means to eliminate it; 

We are against false and misleading advertising and will con- 
tinue, as we have in the past, to stop promptly such advertising 
by our dealers; 

We are against false registrations by our dealers to indicate 
customer sales that have not been made or for any other purpose ; 
and 

We are against bootlegging, have taken every avenue legally 
open to us to stamp it out and will continue to do so. 

Whatever our points of difference on the matters discussed here 
may be, 1 am sure we all agree that the automobile industry is a high- 
ly competitive one and that, were it not so, the benefits that have ac- 
crued from it to the entire economy could never have become as great 
as they are. 

Under our free competitive system, all business is encouraged, not 
stifled. Manufacturers are encouraged to create more and better 
products and to sell them at ever-increasing volume. ‘This healthy 
state of affairs, it seems to me, provides stimulus and strength to the 
entire economy. 

The automobile industry, operating under this system, has built 
and sold more than 47 million passenger cars and 9 million trucks 
that are now in use in the United States. Nearly 43 million cars and 
trucks were produced in the past 6 years. The process of operating 
and servicing these millions of vehicles provides employment for a 
large number of people and feeds many billions of dollars into the 
economy in the form of expenditures for gasoline, relacement parts, 
repair service, and highways. 








QS2 AUTOMOBILE MARKETING PRACTICES 


[ am convinced that any legislation, however sincerely conceived, 
that may attempt through unnecessary controls or artificial limita- 
tions, to dictate the rel: ationship between dealer and manufacturer, 

“an have just one e ‘ffect—to weaken dangerously an industry funda- 
mental to the Nation’s economic growth. 

At the beginning of this statement, I referred to the paramount 
interest of the consumer in these matters we have been discussing. 

i am convinced that if the automobile industry is not allowed the 
freedom it needs to grow and to develop, the consumer eventually will 
pay the triple penalty that is always levied by short supply—higher 
prices, lower quality, and a static if not backward product. 

Thank you for allowing me to present my views to you and for your 
patience in re to me. 

Senator Monroney. Thank you very much, Mr. Ford, for the 
thoughtful presentation that you have given to us in this matter. 

The statement is very much to the point that we are all interested 

1, and that is the future health of the automotive industry, primarily 
as it affects the public, then the rest of the industry—the manufac- 
turer and the dealer. 

We feel that the consumer is rather adequately protected because 
that is the prime job of the Congress, to be the representatives of the 
public. We are in the middle. We will have and have had consumer 
testimony based on this material. We have tried to seek from the 
largest possible base the complaints, not frivolous but real, in the 
deale ‘rship body and have been pleased to have the top level manage- 
ment of the great manufacturing segment of the industry as well. One 
of the difficulties, of course, is the maintaining, as you so well say, 
of the pleasant and continuing relationships between the dealer body 
and the manufacturers. I liked your suggestion that it is somewhat 
in the nature of a marriage relationship between husband and wife. 
One of the difficulties the dealers feel, however, is that they have 1 
husband and about 14,000 wives. The 14,000 wives get’ fearful that 
the husband will go off and leave them and therefore, ‘they are a little 
bit worried that some of the problems that develop may not get to 
the ear of the husband and might have to go through too many zone 
and sales managers and may never reach the source of the marriage 
union, which is with the head of the company itself. 

The dealership body, I feel, in their answer to our questionnaire, 
has a less enthusiastic approval of your dealer relationships—not only 
yours, but other companies—when by 13,749 to 1,991 in response 
to our first question on our rather broadly based questionnaire they 
felt that there was need for a congressional study or Federal legisla- 
tion with regard to automobile dealers problems in the field of automo- 
bile marketing. 

do not have the exact breakdown. We can get that later. We 
have tried not to make that public as to how the various dealers for 
the various companies felt. 

Mr. Forp. We have that. We got it for our own use. 

Senator Monroney. I mean from our questionnaire. 

Mr. Forp. We made it from your questionnaire, the one that was 
published by your report. 

Senator Monroney. I still do not feel that you have the exact break- 
down as to how the Ford dealers felt on the answer to that first ques- 
tion. Wehave that but we have not made it public. 
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Mr. Forp. Only 360 that were in this report; that is all. 

Senator Monroney. You mean on question 20. One of the inter- 
esting things about the feeling of the infallibility of your dealership 
coune cils I think is borne out some what by the fact that of all of the 
major manufacturers found Ford dealers the highest percentage not 
willing to sign the questionnaire. When we had a total of 3,849 
Ford dealers, 2,692 signed, 1,157 failed to sign the questionnaire. 
We gave them permission not to sign, knowing that there was some 
fear in the hearts of some of the dealers that the names being on a ques- 
tionnaire might lead to their exposure or that their position might 
not be in accord with that officially accepted by the formal declara- 
tions of your dealer councils in going around the country. We have 
certainly looked only for facts. We find that there is not a great deal 
of difference between the dealers of other m: jor manufacturers and 
your own in feeling that there is less than a fair degree of mutuality, 
shall we say, in the dealer-factory relationships. Certainly in your 
closing statement, the close of your statement, in which you do say 
that there can be failures from the top policymaking level to the time 
it. gets to the field and you say, and I quote, “that can and has hap- 
pened i in our company, and we are constantly listening for indications 
of such failure in the company’s chain of command.” Now, our whole 
study, in our questionnaire, in our oral sworn testimony, but above 
and beyond that, I think Senator Payne, who has done a lot of pr 
sonal work on this as well as the chairman of the subcommittee, we 
find that there is a great deal more dealer dissatisfaction—not only in 
your organization but others—than the formal reports of your dealer 
councils would tend to indicate. 

While your cancellations have been relatively few, percentagewise, 
the fact that it “can happen” to the dealers has led to a feeling of 
Insecuricy. 

In many meetings that I have been in, there is the feeling that the 
de aler councils have been more to pass down factory information than 

. free origination of the problems which do beset the dealers. So we 
are glad to know from your statement that you are trying to reach 
down to see that the company policies at the top are carried out and 
not invalidated by the local men. 

I wondered if you had taken any steps to implement what appar 
ently many dealers want, and which seems to me to be a rather simple 
thing to accomplish, and that is a vice president in charge of dealer 
relationships. Mr. Curtice announced the appointment of such a man 
when he was before our committee the other day, and I wondered 
you had ever given any thought to the interjection of that implemen 
tation in management to more effectively carry out to the de ale r level 
the ideals and objectives of the chain of comm: and, 

Mr. Forp. Yes, sir, we have. We have been studying it since 1949, 
and we have given a lot of consideration to it. Asa matter of fact, 
as recently as 2 months ago we undertook an additional study on th: ut 
very subject, and the conclusion of our study is that we did not feel 
that a dealer relations vice president or executive vice president, what 
ever his title might be, was the way in which we wanted to operate. 
We felt that it was just an additional person in the chain of command 
and would not solve our problems. I talked this matter over person- 
ally with Mr. Crusoe here who is in charge of all of our car divisiens 
and with the division general managers and with many of the people 
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on the central staff. I came to the conclusion personally that it was an 
unwise thing to do. If the divisions and the central staff as presently 
organized in our corporation cannot handle dealer relations, there 
is something wrong with us, and by putting another person in the 
chain of command, it is just putting one other person on top of some- 
body else to handle this problem which we think ought to be handled 
in our regular organizational setup. Now, what is good for General 
Motors is not necessarily good for Ford, and we have given this seri- 
ous considerations, sir, and we do not think that it is the kind of thing 
that is necessary in our organizational setup. 

Senator Monronry. I see. In noticing the appeals, however, for 
the dealer—aside from the treatment of “rehabilitation” which you 
mention as the sales become dangerously low—I notice that the dealer’s 
appeals are handled completely by those in charge of sales, all of the 
way up to reaching the final conclusive action at the summit with your 
merchandising committee, 

Apparently, every other step of the way the dealer’s only relation- 
ship, apparently, with top management would be through the very 
sales organization that may have brought the original indictment and 
who conducts in their department the entire indictment, prosecution, 
and trial by jury until it reaches the supreme level of the merchan- 
dising committee. 

Mr. Forp. I think, sir, if I may correct you, there is one point there 
before it gets to the merchandising committee where it is reviewed by 
someone not in the sales department and that is by the general man- 
ager of the division. That may not be sp elled out as “clea rly as it 
should be. 

Senator Monroney. It says “sales manager of the division,” on page 
25, if I may suggest. Iam rea ling from your outline. You start on 
page 24. When the field man ager is convinced that the dealer repre- 
eer has become unsatisfactory enough to warrant termination, 


then it takes place at the field | manager's level, the field manager 
reviews the operation of the dealership with the dealer and files a 
written report with the district sales iio . That is the bottom of 


page 24, 

Mr. Forp. Yes, sir: I see that. That isn’t clear. This is reviewed 
by the general managers of the divisions prior to its being submitted 
to the merchandising committee. 

Senator MonroneyY. Well, that is on page 05. Tl am just starting 
the chain now where the first indictment 1s made. 

ae Forp. Yes, sir: that is right. 

nator Monroney. Now, does the dealer get a copy of that written 
samcaes 

Mr. Crusor. I don’t believe so, not in ali cases. It is usually worked 
out in discussions with the dealer because the problems in his dealer- 
ship are well known to the dealer as well as to the sales representative. 
They are not matters that are obscured. 

Senator Monronry. Well, wouldn’t it be fair to put that in this 
marriage relationship, as you put it, that at the first point of trouble, 
where there may be a permanent clash—it might be some difficulty that 
exists between an old-line dealer and a newly graduated sales manager 
for the field—that the dealer at least could have some written docu- 
mentation of what the trouble is that he is in as it goes up through 
the chain of command ? 
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Mr. Crusor. I think perhaps you misunderstood the task or the job 
of the sales manager. ‘The sales manager’s particular job is to make 
successful dealers. 

Senator Monronry. From the sales standpoint ? 

Mr. Crusor. From a business standpoint, because unless the dealer 

can have a profitable business we no longer have a sales outlet. As a 
matter of fact, the sales personnel’s bonus is affected if the dealers do 
not make a favorable showing. The welfare of the company is attected 
by the welfare of the dealer. 

Senator Monroney. Very well; the man who brings this complaint 
is the man whose compensation depends on getting this dealer higher 
and higher in si ales. 

Mr. Crusor. No; higher and higher in profits and sales. 

Senator ~veracnt Boag But his bonus does reflect the success in getting 
more and more cars through dealership A, B, C, or D. 

Mr. Crusor. But you can’t separate the two. They are linked in- 
separably in our plan. 

Senator Monronry. You can, of course, separate the two if you are 
forcing more and more cars at a loss of normal and customary profit 
margins. 

Mr. Crusor. We don’t do that. 

Senator Monronrey. He is based, however—his salary—on sales and 
profit. His bonuses; is that correct ¢ 

Mr. Crusor. And the success of his dealer, really. 

Senator Monroney. But the dealer does not at that point of the 
origination of the trouble or the complaint, know exactly what it is 
that he is being charged with failing to perform. 

Mr. Crusor. | am sure he is well acquainted with it because it is a 
matter of discussion with him in great depth at that point because it 
is not « thing that arises as of a given day. It is a situation that is 
developing that he is well aware of. 

Senator Monronry. Then you go from that step to the field manager 
to the district sales manager an: ilyzing the dealer’s performance and 
determining what corrective action should be recommended. 

At that point, does he get a copy 4 

Mr. Crusoe. I wouldn’t say so. 

Senator Monroney. The district sales manager personally visits the 
dealers and makes plans for improvement of dealership operation. 

Mr. Crusor. To discuss with him all of the details of the problem. 

Senator Monroney. We are still in the sales department exclu 
sively 4 

Mr. Crusor. Yes, but he is a very responsible, high-grade person 
who is essentially a good businessman. 

Senator Monronry. Then these periodic visits are made by district 
personnel, presumably sales again—— 

Mr. Crusor. Not necessarily again. Our sales offices have a large 
staff of expert accountants, cost men, business analysts, sales specialists, 
who visit him and attempt to work out programs. There might be 5 
or 6 highly skilled people in that group. 

Senator Monroney. Then the next step is the district sales manager 
personally visits the dealer and if it appears that the dealer is not 
progressing satisfactorily under the plan—if at this point the dealer 
is unable or unwilling to improve his performance, a review takes 
place at the regional level. 
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The regional sales manager personally visits the dealer and makes 
further suggestions for “rehabilitating” the dealer’s operations. If 
there is no improvement, the dealer’s record receives the following 
central management review. The facts, including a report of the 
dealer rehabilitation efforts of the district and regional offices, those 
being sales offices, are sent to the general sales manager of the divi- 
sion, together with the recommendation of the regional sales manager 
that the dealer be terminated. Now, does he get a copy at that point 
of what is wrong ? 

Mr. Crusor. I can’t say that he does. 

Senator Monroney. He does not. 

Mr. Crusor. I can’t say that he does. 

Senator Monroney. Then, finally, if the general s: ales manager con- 
curs, he prepares a report submitted to the company ’s merchandis- 
ing committee composed of 15 principal executives. There you leave 
the sales division, including the president, chairman of the board, and 
general manager of the end product division and the merchandising 
committee has final jurisdiction in the matter of termination. He 
reaches the nonsales part only as a court of last resort ; would you not 

say ¢ 

Mr. Crusor. Well, if you want to put that construction on it, but 
each one of these stages in this review brings the matter before, we 
would say, an exceedingly well-qualified man. A district manager 
and a regional manager are men of stature and experience and fair- 
ness and the idea is to make sure that a relatively smaller person, a 
zone manager or a traveler, so to speak, would not make an unmatured 
judgment. 

Senator Monroney. But they are all men whose income depends 
in part at least on the volume of sales that they achieve in that particu- 
lar area or in the general sales division. 

Mr. Crusor. Well, only in part, but I don’t feel that you can read 
into this, nor should we read into it, that the sole desire of our sales 
manager is to push cars on dealers because that isn’t the point. We 
have to sell them profitably. 

Senator Monronrey. Thi at is one of the objec tives, to sell cars. No- 
body is trying to suggest in this study that it is not the purpose of the 
sales managers to sell cars or the purpose of the dealers to be required 
to sell cars. 

Mr. Crusor. I don’t think that there is any other business that is as 
ereatly concerned about the success of a dealer as is the automobile 
business. We want dealers and we need them. The last thing we want 
to do is to lose a dealer. 

Senator Monronry. But the thing that seems amazing to me in this 
outline which you have made there—complete as to the methods of 
termination—is that at no point in the difficulty of the dealer does he 
ever get to anyone other than in the sales end until it is the last and 
final appeal; and that you have chucked aside the suggestion which 
has been made by Admiral Bell countless times and by some of the 
very finest members of your dealer body—believe me, men that you 
respect tremendously as outstanding Ford dealers—who have also 
told me on many occasions privately that that would be the thing that 
the Ford dealers would like the most. We are not trying to push a vice 
president on you, but it certainly is not without a great deal of support 
within your own Ford dealership organization. 
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Mr. Forp. Mr. Chairman, we don’t want to reject any ideas that are 
going to make sense and help us with the business we have at hand, our 
dealer relations and our ability to sell more cars because that is in the 
dealers’ interest and our interest. I have talked to Ford dealers. 1 
have talked to one Ford dealer who has talked to you about this and he 
feels very strongly that we should have such a person. I haven't 
talked him out of his view. I haven’t tried to put our story to him as to 
how we operate as I have tried to do here briefly. We certainly will 
give that thing complete consideration again but as of the moment we 
don’t feel that it is advisable in our method of organization and opera 
tion. I think in this layout of what happens here in a dealer termina 
tion procedure, there is one thing as I have said that isn’t made fully 
clear, and that is before this termination goes to the merchandising 
committee, the general manager of the division has complete oppor 
tunity to review this with the general sales manager of the division 
and he is not a salesman, he is responsible for developing products, 
engineering, manufacturing, and everything else, so he is certainly 
not just interested in the sales aspects of his division. 

Senator Monronry. He doesn’t come into the point, though, does 
he, until it reaches 

Mr. Forp. Well, ] say we haven't covered that thoroughly, but that 
is the fact. ron 

Senator Monroney. I was just following the statement here and it 
seemed amazing to me that a lot of things sometimes result in personal 
conflicts, and there certainly is more than a minor number that occur 
between your dealerships and your field and zone men. 

Mr. Forp. There is no question that there are always going to be 
personal conflicts in any kind of business, but IT hope we don’t run 
2 business where we cancel a dealer because we don’t like the color 
of his hair. That is not to our interest or his interest. 

Senator Monroney. Well, some of them would dve their hair if 
they thouglit it would please the zone manager. : 

Mr. Foro. That could well be, I don’t know. 

Senator Porrrer. I would assume, if the chairman would yield at 
that point, I would assume that in this process that you have outlined, 
one of the main features is to try to rehabilitate the dealer, rather than 
to terminate the dealer. From the first stage there may be many deal 
ers that are back on their feet and it never goes any further other than 
from the first sales manager that discussed it with him. It was a 
rehabilitation deal. 

When the rehabilitation fails, then it is up for consideration as to 
termination. 

Mr. Forp. That is the purpose of the whole procedure, Senator 

Potter. 
; Senator Porrer. Otherwise, and I have no knowledge as to whether 
it is better to have a vice president or the way you have it. and J 
don’t think that that is a matter of our concern, but I think the point 
you are bringing out is when problems develop, to get the dealer back 
on his feet so he can run a more profitable business. 

When that fails, then you have these other steps which could even- 
tually lead to termination, but he is not unaware, the dealer is not 
unaware that this is taking place. All at once he doesn’t get a notice 
of termination. He knows that this has taken place. 
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Mr. Forp. And every step along the line, as Mr. Crusoe has 
pointed out, our objectives is to build the dealer into a good dealer 
and not to terminate him. That is not what we are trying to do. 

_ Senator Monroney. We had two cases before us on these termina- 
tions, the cases of Mr. Ratner and one other. I wondered if they had 
a chance to appear personally before the merchandising committee, 
Mr. Ratner and Mr. Anderson. 

Mr. Forp. No, sir, neither one of them appeared personally before 
the merchandising committee. 

Senator Monronry. They were terminated without actually having 
a chance to appe: il and state their side of the case? 

Mr. Forp. Their case was brought before the merchandising com 
mittee, but they did not appear personally. 

Senator Monroney. But it is always brought by this sales manager 
with whom they are in touch from the very beginning—at the time they 
are placed on probation—is that not correct ? 

Mr. Forn. No, sir; that is not correct, I don’t believe. Their case 
is brought by the general manger of their division to the merchandis- 
ing committee. It is signed by, the sales manager; yes, sir. 

Senator Monronry. You see, the thing that concerns this commit- 
tee—and it is not just being capricious in trying to worry unduly, 
because your record of cancellation in 1954, out of 6,300 dealers, was 
only 8 terminated for unsatisfactory representation; in 1955 it 
climbed only to 28—but if in the minds of some 6,000 dealers there is 
the fear that they have only a 90-day contract which, in effect, they 
have, then they begin to worry about their quarter-million-dollar 
investments or half-million-dollar investments, and a lifetime, per- 
haps, spent in service with your father and with others. This thing 
goes back a long, long way, with many of these men apparently feeling 
that the new graduates of Detroit that are placed in charge of this 
business in sales and zone positions supersede any of the fine relation- 
ships that built the business in the first place. 

You yourself testified that the greatest asset Ford had was the 
dealership body and I quite agree that you have a very good one, and 
have had—but’a lot of these people who are now exercising authority 
to initiate and carry through these probationary activities which 
could lead to termination are men who have come into the automobile 
business, many of them since the close of World War IT, in the field 
and zone positions, and they read this agreement which reads, on 
page 13 





Section 17 (a). Termination by either party.—This agreement may be termi- 
nated at any time by the will of either party by no notice to the other party, 
and such termination shall operate to cancel each order for a company product 
theretofore received by company from dealer and unfilled as defined in para- 
graph 4, on the effective day of termination. 

In the event of termination by dealer, the notice of termination shall be 
given to the company not less than 30 days prior to the termination date, if 
company so requests, and in the event of termination by company, notice of 
termination shall be given to dealer not less than 90 days prior to termination 
date, except that (1)— 


and then you say it can be given immediately for various other cases, 
but the maximum specified is not less than 90 days. It doesn’t say 
for cause. It doesn’t say for his failure to carry out his duties, even 
to the company’s satisfaction. 
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Now you will say: Well, a dealer has the same opportunity, he can 
cancel in 30 days. That is true, but your dealers don’t cancel very 
often. If you had an indepe ndent product that was difficult or nearly 
impossible to sell—that is a problem of many of the independent firms, 
to keep their dealerships—but the automobile dealer that has made the 
investment for a long-time operation, financed loans and all on a 
building or a No. 1 location, has apparently—other than this appeal 
up through the sales department to the final hearing—has absolutely 
nothing written into his contract that has a degree of mutuality that 
you would expect to find in most modern-day contracts. 

Mr. Forv. Well, I can assure you that this 90-day period you are 
talking about is not started the first time some body goes in to talk 
to him about his unsatisfactory performance. ‘That is sthe reason for 
all of these reviews. All of this takes place long before he is ever 
given any 90-day termination notice, and as I said in my text, some 
of these things take from 2 to 3 years to work out if a dealer doesn’t 
come up to the standards which the sales people feel he should come 
up to. 

Senator Monroney. But all of this processing goes on in the sales 
department where the salary of the man depends “partly on the sales 
per formance. Can aman have a comp le tely fair trial, comple te arbi- 
tration on his case, when he is being charged and carried through 
this process only by the sales department of your organization—until 
you reach the very top? 

Mr. Forp. There is no prohibition, Mr. Chairman, on any dealer, 
from coming to anybody in our organization to discuss in any way, 
shape or form any problem which he hi is, Whether it be termination 
or otherwise. We have many, many instances where dealers have gone 
over the heads of their district, regional, general sales manager, and 
even the division managers, to come in and talk about their specific 
problems with Mr. Crusoe or others in our organization. 

We have got a very good example as recently as last week where a 
dealer came in and had some problems, and we settled them right off 
the bat. He has the absolute right to do that. Now I believe what you 
are driving at here is that this + of a dealer relations man is going 
to solve all _ these problems. A dealer relations man may very well 
be of help. I don’t propose to close my mind to such an idea. I don’t 
think that is te right way to do your business. 

On the other hand, the dealer relations fellow is going to have to go 
back and work through the sales department. He has no other way 
to work, the way I look at it. I don’t think that is going to be the 
answer. Naturally, the sales department has to work with the dealers. 
They are working with this every day and while he is a good dealer, 
they are working with him, and if all of a sudden he turns out to be a 
bad dealer, the same continuing people have to work with him. As 
Mr. Crusoe so aptly said, we are not in the business of trying to ter- 
minate dealers. The less dealers we termin: ite, the better off we are 
going to be. We want to try to show them and help them to become 
better and more profitable businesses in and of themselves. That is io 
their benefit and ours. 

Senator Monronry. Well, wouldn’t they feel a little more comfort- 
able if they knew that their fate was not just in the hands of the sales 
chain of command from the time the complaint starts until it reaches 
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thesummit? It would seem to me, from what I have gathered in talk- 
ing to dealers, that they are fearful of these czars that have grown up 
in the sales divisions, who have life and death power over them accord- 
ing to such testimony as we have had where the incoming or outgoing 
zone or district sales managers receive Palomino horses and silver 
saddles and grand pianos. I know that from your position you would 
not approve of such actions. 

Mr. Forp. I know that such things have gone on. I know that is 
true. 

Senator Monroney. You have been present at some of these presen- 
tations of awards? 

Mr. Forno. I wasn’t aware of that fact but I was told that I was, so 
I have forgotten it. It was so long ago. It was 11 years ago and I 
had forgotten it, but I was told that I was there at one of the affairs. 
I had no idea what presents were being given, but you must realize, 
and I don’t think this is a condemnation of our company, but in the 
old days some strange things did happen and we had to rebuild our 
company from top to bottom and many of the people in the sales de- 
partment weren’t of the new type of organization that we tried to 
build starting in 1945, and were thinking a different way. That did 
go on. 

[t was not our policy to approve it. As far as I know, it has not gone 
on for a great many years, but it certainly did go on and I know it. 

Senator Monroney. We have had testimony of events happening 
as late as last year in the Ratner case, where he couldn’t even get an 
answer from a letter written to you yourself. It was bucked on ‘down 
to the Chicago level and he received a rather routine acknowledgment, 
as I understand it, to one of the letters. 

Mr. Forp. Mr. Chairman, I don’t know the date of Mr. Ratner’s 
letter tome. I was told this morning that it was sometime in March. 
I believe I was out of the city and that was the reason it was for- 
warded. I believe it was forwarded to Mr. Crusoe. If you would like 
at this time to go into the complete Ratner case, Mr. McNamara, the 
vice president and general manager of the Ford division, is fully 
prepared to answer all questions on the Ratner testimony, and if you 
would like to do that, he is here. 

Senator Monronery. Well, we would be glad to hear him. I think 
we could save that until we finish with your testimony. 

Mr. Forn. All right, it is entirely up to you, sir. 

Senator Monroney. We certainly want you to have every oppor- 
tunity to controvert—or to give the company side of this particular 
type of dispute, but I just know that my experience in talking to hun- 
dreds of Ford dealers leads me to believe that the confidence you place 
in a Ford dealer council as being responsive to the Ford dealers from 
the grass-roots up is a little exaggerated. 

These individual Ford dealers do not feel that in the dealer councils 
they have the freedom to initiate action without fear of reprisal. 

Mr. Forp. Well, if that is true, and I can’t say that it is not true, 
I am sorry that it is true, and we are doing everything that we pos- 
sibly can to eradicate it. We have recently made several personnel 
changes in the Ford Division and we think that these changes are 
going to help the situation about which you speak. 











UTOMOBILE MARKETING PRACTICES 99] 


Senator Monronry. Have you ever considered maybe some degree 
. arbitration or an umpire in regard to a termin: ition of the contract 
in 90 days’ time ¢ 

Mr. Forp. Yes, sir; we have talked about it. 

Senator Monronry. No decision ¢ 

Mr. Forp. No, sir; we have not decided. We have tentatively de 
cided that it is not something we want to go into at this time. How 
ever, it is under study and we haven't made a final decision. 

Senator Monronry. Would you favor perhaps granting in the con- 
tract the dealer’s right to sue in court for damages he suffers in the 
event of termination which was caused by what he could attempt to 
prove Was capricious or arbitrary action on the part of the company 4 

Mr. Forp. Absolutely ; he has every right to sue us in court any time. 

Senator Monroney. He has a right to sue you in court but he will 
get thrown out of court as soon as he goes in under the terms of the 
contract with nothing provided except an open-end cancellation. 

Do you know of any suits that have ever been won by a dealership 
against the company for losses suffered under liquidation ? 

Mr. Forp. I would rather have Mr. Gossett answer this legal 
question. 

Mr. Gosserr. Yes; we have lost some, Senator. We have one on 
appeal now. 

Senator Monroney. Have you lost any on final determination in 
the history of the company / 

Mr. Gosserr. Yes. We have settled many such suits, and we don’t 
settle suits when we think we are going to win. We have lost a suit 
recently in Wisconsin and the case has been sent back to the trial 
court for a new trial. The dealer, I don’t think, needs an express right 
to sue us. If they did, we wouldn’t have had as many suits as we 
have had in the past 9 years. 

Senator Monronry. I was just wondering how many have gone 
through final determination that you have lost. 

Mr. Gosserr. With reference to the insertion in the contract of a pro- 
vision requiring us to state the cause or requiring us to have a specific 

cause for termination—we don’t have that, and I don’t think any 
other manufacturer has or proposes to have such a provision except 
with reference to a limited term contract. 

I have read the record here pretty carefully and I haven't noted 
anybody suggesting that where the contract continues indefinitely 
the company should be required to have a specific cause for terminating 
a dealer. If we had such a contract, Senator, we would have to impose 
upon the dealer obligations that I think the dealer would not be 
willing to assume and we would have to assume obligations ourselves, 
as we do. But it certainly would have to be reciprocal, and the dealer 
vould have to assume obligations that we could point to as those which 
he had not fulfilled in case of termination. 

Senator Monroney. There has been a great deal of discussion and 
some demand for Federal legislation that would give the dealer his 
day in court for a suit based on good faith performance of the con- 
tract and liquidation damages in the event that good faith had not 
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been shown by the canceling party. However, if those would not 
work in an indefinite contract, such as you have, the dealer having 
no other contract that he could possibly get from the Ford Motor Co., 
then you are effectively preventing him from having his case tried 
on its merits when he goes into court. 

Mr. Gosserr. We have never had any evidence satisfactory to us 
that the dealers want a term contract. We have had a lot of indi- 

‘ations that they don’t want it. We haven’s had any that they do. 
B ut the only contract that I know of that provides for cancellation 
0 nly for cause is a limited-term contract. 

enator Monroney. But with only the indefinite contract which is, 
in effect, a 90-day contract subject to cancellation, the dealer having 
no arbitration, no umpire, no appeal excepting at the summit when 
every other process has gone through—I just do not see how the dealer 
has any protection against cancellation. 

Mr. Gosserr. You are speaking of this matter, Senator, purely on 
a theoretical basis. As a practical matter, the sales people, the whole 
company has every reason to keep the dealer just where he is and 
make his operation profitable. You point out that the sales manager's 
bonus may be based upon volume, but 1 want to point out to you that 
under our policies the bonus may be based upon volume but no bonus 
is earned if the dealers are not profitable. The bonus cannot 
be based solely upon volume. It is based upon two things, and the 
more important of those is successful dealers. Now if a dealer has to be 
replaced, the sales manager as a practical matter knows that he has a 
long period of getting a new dealer established and that he may be 
worse off with a new dealer than he was with the old one, with the more 
experienced dealer, and so, of course, he is going to try to rehabilitate 
the dealer and make his operations profitable. It is in his interest to 
do so and to say that the zone manager is trying to get rid of the 
dealers or to indicate that that is likely is an unrealistic view of the 
situation, it seems to me. 

Senator Monroney. We have talked a good deal about profit. I 
have here a Dallas District Ford Dealers’ Advertising Fund, Inc.. 
under date of February 14, addressed to all dealers in the Dallas dis- 
trict, under signature of J. B. Glass, district sales manager, in which 
he is building up a sales campaign to show the promotion on the 
Mainline car, in which he analyzes the dealer’s profit in exhibit C. I 
will put the whole this in the record. The total note, $1,732.88; un- 
paid balance, $1,362.35 ; the total charges, $370.55 ; percentage of gross 

charge, 20 pe reent, coming down to $74.11 profit from finance and 
insurance, profit, $ 39.38 from gross sales profit, giving the dealer a 
profit of $113.49 gross on the deal. But $74.11 is supposed to be taken 
in finance and insurance profits. Would you say that that is a normal 
way of protecting the dealer’s margins and profits! (See Ford ap 
pendix, exhibit No. 1, p. 1061.) 

Mr. Crusor. This particular plan, I believe I recognize it, was a 
short- wcier plan worked out in conjunction with the dealers to stimu- 
late their business for a short period of time. A deal such as this, a 
plan such as this, builds showroom traflic and gives them a price 
leader which they can sell. The number of cars they sell under this 
would prob: bly be very small. 
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Dealers generaly make those plans themselves. ‘They have leaders 
which they use to attract business, and this was a plan that would be 
helpful to them. They do not have to sell this way. 

Senator nal . Lknow. That gets to the point. They do not 
have to sell that way, but it comes from the zone manager, and if the 
decline to sell that “a and if their sales do not exceed the perc entage 
of price class in that particular area and they have declined to sell 
at what amounts to a loss, then they are, in e fect, subject to reprisals, 
are they not, from the very sales force in whose tender hands they Vy 
rest until they reach the management or merchandising committee at 
the very top. 

Mr. McNamara. Mr. Chairman, may I interject a comment there 4 

This particular vehicle that you refer to in the letter is a special price 
vehicle on which the Ford division profit does not exceed $40. This 
campaign was developed in Philadelphia where the dealers found 
it so successful and so much to their interest that they have suggested 
that we make it available to other parts of the country and that is 
the purpose of this letter. Any dealer may reject it if he wishes to 
do so. 

Senator Monronery. What happens to the dealer if he does 

Mr. McNamara. He follows some other merchandising plan of his 
own selection which he feels is better adapted and better tailored to 
the needs of his local market. There is definitely no pressure to use 
this and certainly no reprisal if he does not use it. 

Senator Monronry. But he is still on his 90-day cancellation under 
the sales force until he reaches the very top, is he not, and the very 
men who have charge of that are the men who are paid on the basis 
of success in sales and, as you say, in dealer profits. Now this is 
one of the men paid according to dealer profits. I presume he is paid 
on that same basis in his bonus on the sales and profits. 

Mr. McNamara. This is one of the services which we render to our 
dealers. One of our greatest strengths is the fact that we have avail- 
able to us the successful merchandising techniques of 7,000 Ford 
dealers and we abstract from those techniques the ones which have 
proven m ost successful and make them available for use by the other 
dealers if they choose to avail themselves of them. 

Senator Monronry. Can you say that the dealer who declines to 
enter any of those successful sales techniques has complete freedom 
against harassment or criticism on the part of the sales managers 
in that zone or that field area ? 

Mr. McNamara. I can say that definitely that is our policy. I 
think Mr. Ford pointed out that upon occasion there will be devia- 
tion from accepted policy at various levels. In a corporation as large 
as ours that is certain to occur, but I can say without qualification 
that that is our policy. 

Senator Monronry. You have approved strongly in the past, I 
believe, in your circularization of your dealership body, the mer- 
chandising methods of the Hull-Dobbs chain mere chandising group. 
They are one of your outst: anding groups of dealers, I take it 

Mr. McNamara. No, sir; I do not believe we have given blanket 
approval to the merchandicing methods of any dealer or group of 
dealers. 
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Senator Monroney. I am informed by a number of dealers that the 
Hull-Dobbs methods are held out as the coming methods of successful 
merchandising in the Ford dealership body. 

How many agencies do they now have? 

Mr. McNamara. I believe they own approximately 10 Ford dealer- 
ships and have stock ownership interests of various pereenit wes in 
perhaps—I am quoting these figures from memory—in perhaps 10 
or 11 more. 

Senator Monroney. That is on a managerial participation and even- 
tual ownership of the agency; is it not? 

Mr. McNamara. Yes, sir. 

Senator Monroney. And they are your biggest multiple-dealer 
organization; are they not / 

Mr. McNamara. Yes; I believe they are. 

Senator Monroney. I have some interesting copy, because as Mr. 
Ford has condemned the “blitzing” methods, I have a copy from 
the Winston-Salem Sentinel of November 11, 1955: 

“Hull-Dobbs does it again, 63 more new 1956 Fords to go regardless 
of profit. You can see the story in this telegram, and folks we are 
going to do just what the bosses said to do. King of the wild, high 
trades. Volume is our business, and we are really going to be in 
business these 2 days. Nobody, but nobod Y) outsells Hull-Dobbs, 
Don’t fail to take advantage of this deal.” 

Telegram to the manager: “Bill Luttrell, Raymond Wall, Bill Can- 
non, Hull-Dobbs, 633. North Liberty Street, Winston-Salem, N. C.: 
Fellows, we have committed ourselves to sell 2,000 new Fords Friday 
and Saturday. Your share of this will be 63 for the 2 days. We 
want you to sell your share regardless of profit. Wire this office every 
noon and every night to keep us posted. Please, please, do not let 
us down. Signed, Horace K. Hull, J. K. Dobbs.” 

Another ad from Knoxville, Tenn.: “Never before, never again, 
will we be trading as wild as we will do this Thursday, Friday, and 
Saturday; more than 150 new Fords to choose from, all colors, body 
styles, Fordomatics, overdrive, anything you want for less than you 
thought possible. -We mean business regardless of profit. See us 
before you take less than $900 for your 1946, 1947, or 1948 model car 
$1,100 for your 1949 model car; : $1,300 for your 1950 model ear; $1,500 
for your 1951 model car; $1,600 for your 1952 model car; $1,700 for 
your 1953 model car; $2,000 for your 1954 model car; see us today for 
a once-in-a-lifetime deal. 

Now would you say that that type of advertising is reflective of 
the true value of the used car? 

(See Ford appendix, exhibits Nos. 2 and 3, pp. 1064-65.) 

Mr. McNamara. I would say it is disgraceful, Mr. Chairman, and 
we are doing everything within our legal power to stamp it out. As 
a matter of fact, we have asked the Better Business Bureau to help 
bring those items to our attention in order that we may act with 
respect to them. 

Senator Monroney. Incidentally, may I compliment you on the 
quick action you took on the Bright Motor Co. operations. We didn’t 
know it was a Ford Motor Co. operation until we got into these hear- 
ings and your fast change of the management and the give-away ad- 
vertising which the Better Business Bureau found to be misleading” 
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was spectacular. It certainly illustrates that when the top of the 
organization gets word of some of these things, things seem to happen. 

Mr. Forp. Mr. Chairman, may I make a statement ¢ 

Senator Monronry. Yes, please. You are the witness. We are not 
supposed to be doing all of the talking. 

Mr. Forp. As I said in my statement, we are unalterably opposed to 
that type of advertising. As Mr. McNamara has said, we take steps 
just as fast as we find out about it to do something about it. As a 
matter of fact, the Chicago case was brought to our attention through 
you and we have taken steps to correct that. As far as the Dobbs 
operations are concerned, I think it is true that in the past they were 
held up to many dealers, not to all dealers, as a good type of opera- 
tion, an operation which other dealers might follow and make more 
money for themselves. We do not hold them up today as the type of 
operation any dealer should follow. We feel that each dealer should 
follow the type of operation that fits into his community that he can 
do the best job with, and make the most money with. We do not pro- 
pose to hold up any dealer or any man that owns several dealerships 
as the type of dealer that other independent dealers should follow. 

Senator Monroney. I know that what you have just said will bring 
a great deal of cheer to the enfranchised Ford dealers who may want 
to have that framed and put in their office so that when the zone 
manager or the sales manager comes around he can quote the boss on 
what the adie vy of Ford Motor Co. is, because my experience with 
dealer contacts has been that they have not had that word from the 
top. In fact they have—this is an old publication and it may not be 
repeated again—the Ford Car Merchandising Bulletin under an old 
date of September 10, 1953, in pretty big headlines, selling blitz deliv- 
eries. One hundred and ten new Fords in 1 day, 103 new Fords in 2 
days, 82 new Fords in 1 day, 51 new Fords in 1 day. And it gives the 
story on this blitz-type of advertising. 

(See Ford appendix, exhibit No. 4, p. 1066.) 

Now you condemn blitzing methods which were beneath the ethical 
dignity of the great product that you manufacture. In effect, the blitz 
is causing many dealers to throw in the sponge. They do not like to 
walk down the street and be pointed out as a man who has packed the 
price a thousand dollars on a new Mereury in order to allow a $1,600 
trade-in. They are ethical men. They belong to the Rotary Club. 
But they have become the victims, not just of local sales or zone policy 
of your company, but of a cancerous thing that has grown up in the 
body generally and in self-defense many of them have to use this 
type of oriental bazaar methods which are abhorrent to them and 
which are causing many of the men to just get out of the automobile 
business, men whom you can ill-afford to lose from your dealership 
body. 

Mr. Forp. That is right. I mentioned the fact that I was in Miami 
a week ago last Wednesday. I went down there at an invitation of an 
organization of our dealers called the dealer analysis group. I went 
to talk to these fellows alone, and I had an opportunity to discuss many 
things with them, but one of the things brought up in conversation, I 
think, bears on this point. It is the fact that some of these dealers who 
have been in this business for years and years and years, way back in 
the twenties and thirties, have gone through varied times, geod and 


a 


bad: when times were good they were able to make money by selling rel- 








996 AUTOMOBILE MARKETING PRACTICRS 


atively fewer cars than they have to sell today to make the same 
amount of money. 

I think in some of the cases some of the dealers have not acclimated 
their thinking to the point that volume helps them make greater 
profits today. Now we don’t want to get volume through blitz adver- 
tising or through packing or through anything else of that nature, but 
I think in some cases some dealers have felt that they can make a higher 
gross on fewer cars and come off just as well, but that is not the case, 

generally speaking, today. 

Senator Monroney. By the same token, it is a question of methods 
of leadership. Some of these older dealers can be led and convinced, 
but they can’t be driven, and in many cases I get the feeling in count- 
less interviews that they have the feeling that they are being driven 
oe choice into a merchandising system which they abhor and 

1ich you yourself abhor. 

i Forp. Mr. Chi airman, if we are driving them, we don’t have the 
right people running our sales department. That is all I can tell you. 
There is no way to get along with anybody in any kind of business or 
in any kind of rel: itionshij ) if you are going to drive them. We want 
to show them, we want to he ‘Ip them, we want to do everything that we 
can for them to make them successful businessmen and make a profit 
and sell our cars in volume. We don’t condone blitz advertising or 
packs or anything of the sort, and if they are driven to doing that, 
we have some very great corrective measures to take and we propose 
to take them quickly. 

I hope they are not driven. I hope that isn’t the case, but if it is, 
we are going to do something about it. 

Senator Monroney. Well, I applaud you for that very forthright 
statement, but I must say: Don’t rely too heavily—if one man’s per- 
sonal experience is worth anything—on the dealer councils pat on the 
back that everything is jus t rosy. I have had some experience with 
your dealer coune ils and some of your fine dealers who suggested at 
the outset of this study that it would be awfully well for me to give it 
up or to knock it in the he: ud, that the dealers were all happy and every- 
thing was so rosy—and this was a Ford dealer organization. 

I will say, however, whoever was suggesting the calls picked out my 
very best friends to have them do the « alling. 

Mr. Forp. Well, I don’t propose that this is the place to get into 
that, but I would like to talk to you privately about it sometime. 

Senator Monroney. I don’t complain. We went ahead any way 
and the fact that these same men said—well, they think we have 
done a little bit of good in straightening out some of the things that 
were gnawing at the vitals of the automobile industry. So it is just 

part of the business. But too often, believe me, your dealership 
councils have been made the voice of management, just like a com- 
pany union, instead of the voice from the grassroots—denying to you 
the very essential information that, as the chief of a great industry, 
you ought to have. The worst thing that can happen in polities, I 
think Senators Payne and Potter will agree, is to have campaign 
managers or local representatives who say: You are doing fine, every- 
thing is just rosy—when probably there are growing up antagonisms 
by the tens of thousands against certain things we may be doing. 

Mr. Forp. I think all of us here would be the first to admit that we 
are not perfect, that we have an awful lot to do, and we are going to 
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continue, as I said in my prepared statement, to always have things to 
do, and the ideas that are brought up here we plan to go into throughly 
and take all of the corrective steps that we think are feasible and that 
will help us do our job better. ‘That is what we want to do. 

Senator Monronry. On your dealer councils are the men at each 
level elected entirely by the dealership body / 

Mr. Forp. As I understand it, they are; yes, sir. 

Senator Monroney. There are no nominations by the factory for 
representation / 

Mr. Forp. No, sir, not today. 

Senator Monroney. There used to be. 

Mr. Forp. Prior to 1950. 

Senator Monronry. But since that time they have been all indi- 
vidually nominated from the dealership and come up through the 
various stages of representation without any nomination from the 
factory ¢ 

Mr. Forp. Yes, sir. 

Senator Monroney. Fine. 

Do you have any questions ? 

Senator Payne. W ell, I know we have to go over to the floor right 
away, but the only thing I want to say, Mr. Ford, is this: 1 am one who 
is very proud, indeed, to have been part of the Ford organization at 
one time. I just want to say that I have been concerned, frankly 
speaking. I am willing to state it frankly, because of the fact that | 
know during the period of my service there was always an equal 
emphasis placed on Ford dealers’ service as well as sales—a pattern 
that, to my mind, has got to be followed if, in the long run, the product 
itself is going to get the recognition that it rightly deserves. That 
has always been the basis upon which Ford, in my judgment, has 
always commanded the highest of regard on the consuming public 
level, because they have known that they would get the service. 

I am, however, a little concerned in, let us say, the last couple of 
years, 3 years, because of this race that I know you have been in, along 
vith some others in the industry. I think probably in many instances 
has been something that hasn’t gotten to your level too much, but 
I think there has been a tendency of the so-called zone or district man- 
agers, In some regards, to place a tremendously greater emphasis on 
volume, service notwithstanding. And there are instances in that con- 
nection that I have very definitely watched and I have followed with 
quite a lot of apprehension because I feel, in the long run—knowing 
the long service dealers that you have—that | would hate awfully to 
see those fellows go out of the window and some day find that these 
so-called wheel-and-deal operators leaving you when the day is no 
longer ripe for them. Then it will be a question of picking wp and 
trying to build a brand new organization. I do know there is concern 
of it. 

For instance, where they just push on volume and give little regard 
to the servic ing of an automobile, just as long as they get it into a 
customer’s hand and get it on the way. There have been too many 
instances of those—not only in Ford, but in some other companies as 
well—pushing so-called wheel-and-deal, rather than the combined 
effort of getting good sales and getting just as much volume as you 
can—but giving equal service responsibility to the customer, as has 
alw ays been the: practice in Ford Motor Co. 


4 


’ 








998 \UTOMOBILE MARKETING PRACTICES 


Mr. Forp. I appreciate your kind remarks, Senator Payne, and I 
will say that it is the policy of our company to accentuate the service 
as much as the sale of new cars. 

[ will admit, frankly, to you that there is no question that your state- 
ment is absolutely correct. There have been dealers who have sacri- 
ficed service and concentrated on their efforts on selling more new cars. 
We abhor that. We regret that it has happened. 

We have a long-time training job, and we always have a long-time 
training job, we have that tod: ay as well, to get our dealers to concen- 
trate more and more on service. It is very important. We must 
service the new products we sell. Otherwise our reputation as a manu- 
facturer is questioned by purchasers. We are accentuating right now 
this service feature. Now when you come to this volume and this race, 
our company was in a pretty deplor: able situation in 1945, and we 
coined a phrase: “Beat Chevrolet.” It did its job. We have come 

long way in 10 years. We have been lucky to exist in a country 
such as ours where the laws : and the freedom we have had have enabled 
us to do that. We couldn’t do it in any other country in the world. 
There has been a tremendous production of automobiles in this country 
in the last 10 years. On the other hand, this production has provided 
a great impetus to the economy of this country. We have provided 
tremendous employment in our industry, and in the industries that 
supply us. 

We have expended tremendous sums of money in plants and fa- 
cilities and tools, and I don’t believe any more than I know you be- 
lieve that we want to push cars out and have them sold for no profit 
to the dealer and have him overextended and get him into a bad 
financial condition. We have based our production schedules on 
dealers’ orders and we haven’t had up until the beginning of this 
year enough stock in our dealers’ hands ever. We ended up last year, 
if I remember the figure correctly, with something like a 16-day 
supply and with only a short period in 195 3. at the end, when I think 
we had about 24 days’ supply of Ford cars, have we ever felt we had 
an adequate enough stock to supply the dealers with the different 
range of products we have, so that they could show them to the 
customers. 

So although we have had dealers, as you say, who have neglected 
service to sell volume, we don’t feel that we have overproduced in 
our industry and we don’t propose to overproduce because we base 
our volume on dealers’ orders. 

I want to reiterate that we do have the service problem, we realize. 
We are certainly going to work on it and we have worked on it. 
Many dealers have followed service. There is a very fine dealer in 

Cleveland that I rode up from Miami with a week ago last Thursday 
oa he features service. He has another Ford dealer in his town who 
doesn’t feature service. Every time this other dealer sells a car, he 
gets the customer’s name through the registration, and writes a letter 
and says: “If you want good service, come in and see me.” 

He gets the resale then, and I think the fellow who doesn’t have the 
service is not doing nearly as well in the long run. 

Senator Payne. In the long run you are undoubtedly right. 

Mr. Forp. Individuals will handle themselves different ways. 
Everyone in this room does. We just don’t have enough of an 
organization to go through this and make sure everybody does things 
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in a particular way. We have to try to lead and try to cajole and 
try to show. 

Senator Payne. The only thing that has concerned me is in some 
areas that Iam familiar with not in the area that I was particularly 
concerned with previously, but in areas maybe not too far away from 
it—I have been a little aed with the manner perhaps in which 
the district man may have put into operation some fellows that I don’t 
think are going to long be with Ford Motor Co. and I think they are 
going to do some disservice to others because they are in there strictly 
from a voluntary standpoint only and not from the standard service 
policy that Ford has always maintained. 

Mr. Forp. I am sure there are cases of that. I don’t think that 
there is any question about that. I don’t like that any better than you 
do. 

Senator Payne. And I think it is hurting the old-time dealer who 
has been with you, in many instances, 20, 30, and 40 years. 

Mr. Gosserr. Senator, may I say one word. I neglected to make 
point that is important. If we have won a majority of the suits 
Ensataiea by our dealers it wasn’t because the dealer was not in a posi 
tion to sue us or because he couldn’t sue us to advantage, but because 
in our terminations we had been fair to the dealers. I think if we 
had not stated our reasons, had not canceled dealers only after mature 
consideration on the merits that these dealers would have won more 
suits than they have. They haven't lost them because they didn't 
have their day in court. 

Senator Payne. Well, let me say this, and then Iam through. It 
so happens, I think Mr. Ford knows, that the outfit that I was associ 
ated with has been a Ford dealer now for in excess of 40 years. They 
have neld a Ford franchise for something in the vicinity of 45 years. 
They are a reasonably successful dealership, if I may say. I can state 
that to my personal knowledge there has sure been times when you had 
disagreements between the field men and the ownership, when you 
could sit down around a table and thrash the thing out, and, yes, maybe 
the operation was not doing certain things that perhaps somebody 
else could point up. Sometimes you live so close to the forest you don't 
see the trees. So there have been some constructive things that have 
been suggested and those things have always gradually worked out in 
the final analysis and apparently the relationship must have been car 
ried on reasonably successful because the operation is still going on, 
as I say, some forty-odd years. 

The contract is worth just as much as the paper it is written on 
unless there is a pretty definite agreement between the individuals 
concerned that they have something at stake. Certainly in the case 
of the automobile industry the manufacturer has something at stake 
and certainly the dealers have something at stake, and if the two of 
them can’t make up their minds that they have got to work together 
and have got to have a mutual interest and have got to be willing to 
sit down around a table and really talk their problems over on a give 
and-take basis, then I don’t care what the contract is. If you are 
going into court—I would hate to go into court against you fellows, 
frankly, because I would never have the resources, if I were the normal 
dealer, to be able to stand up against the battery of legal talent that 
probably you could throw into a court and kee ‘1p me going for a long 
period of time. I would be out of business anyhow. 
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Mr. Gossett. Of course, that isn’t the way we conduct our business, 
Senator, and I think that these hearings have had a very salutary 
effect, because, as you know, our industry is a large industry, but the 
number of companies IS relatively small. The competition is stiff. 
We live in the shadow of the antitrust laws. We are not in a position 
to confer with our competitors about our problems and about our rela- 
tions with re a we have not conferred with them. 

We don’t feel in : posi ition to do so, but the sort of thing you have 
brought out “sear as led us to be a little more objective in coi nsidering 
vhether we are as well off as we should be in our relations with our 
dealers. We have heard our competitors talk and we see that they 
have common problems and they have solutions. We are going to 
consider a in the light of all of the circumstances and we don’t 
think that we are per fect by any means. 

The mere fact t hat we don’t embrace those solutions tod: ry and tell 
you that we are Pere to do the same thing they are going to do does 
not mean that we are not sympathetic with the problems or that we 
have our minds closed or are inflexible. 

We are not inflexible at all. We have always been out front, we 
think, in our relations with our dealers and we propose to stay there. 

Senator Monronry. We just thought maybe if General Motors was 
doing so much, you would just outdo General Motors on a few of 
these things. 

Mr. Gosserr. Senator, before we do anything we want to talk with 
the peo} le first concerned, which are our dealers; and we don’t think 
it would be appropriate or in their or our best interests to come in here 
and announce a program without having talked it over with them. 

Senator Monronry. Do I take it then that you are going back to 
your de: alers to try to get some honest and sincere grassroots opinion 
truly reflective of the dealerships; is that correct ? 

Mr. Gosserr. We certainly are. 

Senator Monroney. Because the one you had in 1955, and I talked 
to some men who were there, those dealers, and they are good ones, 
do not feel that they were given much opportunity to really lay before 
the summit conference that which was on their hearts—the thing that 
was truly and genuinely existing in the dealers’ minds. 

Mr. Forp. I am sorry that they didn’t have a chance to lay it there, 
Senator, because the council operates on the basis that it is their right 
to lay it there and they should have laid it there. Now, whether we 
agree with them or not is an entirely different question. 

Senator Monroney. That is your business. That is one of the great 
things about our free enterprise system—that if you could keep that 
line of communication open to the front-line troops, and that is your 
sales organization, then if they say that there is some danger ahead, 
they are in a position to know from the place that they sit better than 
you are from your office at Dearborn. 

Mr. Gosserr. Well, in 1955, Senator, after the Ford dealer council 
had met with the division, I understand from Mr. McNamara, that 
they then had luncheon and a business meeting with the members of 
the executive committee, and if they didn’t speak freely I regret it 
very much. I regret that we must hear about our dealers’ complaints 
through you. I am quite sure that anything they have told you has 
been accurately represented here. I don’t mean to suggest the con- 
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trary. But I am sorry that they haven't talked with us directly about 
it because they have had every freedom to do so, and many dealers 
have. 

Senator Monroney. They got the i impression that they were called 
in and that the factory folks did most of the talking and the -y did most 
of the listening. 

Mr. Gosserr. Well, the “factory folks” were asked to leave that day 
and they weren’t present. The dealer council had luncheon with the 
members of the executive committee. If they had any complaints such 
as you mentioned, it is a shame they didn’t mention them. 

Senator Monroney. But what I have run into every place is, when 
you start having one of these off-the-record sessions—not just your 
dealers, but all over—the first question is, “Is this going to be like one 
of those blankety-blank dealer councils where ever ything gets to the 
president before we break up?” 

Mr. Gosserr. If they won’t talk to the president of the Ford Motor 
Co., do you think an executive vice president in charge of dealer 
relations would cure the situation ¢ 

Senator Monroney. No, but I think maybe a change in policy as to 
placing the all-inclusive power over these dealers at the local or dis- 
trict level, where the economic life and death seems to hinge—in their 
minds. The fact that somany of them failed to sign the questionnaire 
leads us to believe that we don’t quite achieve this “freedom from 
fear” that I think is so important to an aggressive, fighting organi- 
zation such as I know you want to have in the Ford field. 

Mr. Gosserr. Don’t you attach a little too much significance to the 
failure to sign these questionnaires? Don’t you know that HP great 
majority of people who are asked to sign anything, a poll or any- 
thing, won’t do it ; not just because they fear reprisal, but ssa ause they 
don’t want to put their name to anything. Dealers are human beings. 
Now, I don’t doubt that there may be some feeling of danger of re- 
prisal, but I think you attach too much importance to it merely because 
they failed to sign. 

Senator Monroney. May I say to you that it is interesting to note 
that the little independent dealers certainly signed in greater propor- 
tion considerably than did the dealers of I ‘ord Motor Co. or of General 
Motors or Chrysler. It runs this way: 35.2 percent of your dealers 
failed tosign. 27.1 percent of General ‘oa 19 percent of Chrysler, 
and then you oan down to where you have < a lesser number on 
Packard, Studebaker, American Motors, and all of the others, so the 
degree of withholding of signatures decreased as the product sales were 
relatively smaller in the spectrum and therefore the agency less desir- 
able. 

Mr. Gosserr. What percentage of those 35 percent who didn’t sign 
were complainers ? 

Sen: es Monroney. Well, of course, I can get you that later. It was 
about 7 to 1 who felt that the study was absolutely necessary and 
legisl: eh hi was necessary, and we can furnish you with that. It has 
to be broken down on an IBM machine and we have not announced 
that publicly because we did not wish necessarily to pit one organiza- 
tion against another. 

We did release the figures on General Motors when Mr. Curtice 
challenged the statement of Senator O’Mahoney that there were only 
a few disgruntled dealers that were causing all of the trouble and 
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these were people who couldn’t keep pace with today’s merchandising 
methods. 

Mr. Gosserr. We would be very grateful to you for those figures. 

Senator Monroney. We would be glad to supply them. We can 
have them by tomorrow. It takes a little time to break them down. 

Senator Porrer. I would like to ask one question before we leave. 
Do you have any idea what degree of participation the dealers exer- 
cise in voting for their representatives on the dealers council ? 

Mr. Crusor. I think it is a very active sort of thing. They are very 
much interested. 

Senator Porrrer. Then the company does not do any campaigning 
for any of the representatives ¢ 

Mr. Crusor. Not to my knowledge. 

Senator Porrrr. So that is an organ which should reflect the think- 
ing of your dealers as far as you are concerned. 

Mr. Crusor. They have sent in some excellent men and we have 
had some constructive meetings with them. 

I have a great deal of respect for them. 

Senator Porrrer. I do not know how else you could get a reflection 
as to the thinking of your dealers without a council of that kind and 
without accepting the word of your council. If it is carried on on a 
democratic basis as you have mentioned, and you do have good par- 
ticipation among the dealers in making their selection—it would seem 
to me that would be one of the best criteria you could get as to the 
thinking of your dealers. 

Mr. Crusor. There is no question but what it has been a very 
constructive plan. It has been beneficial to us and the dealer. I 
think we can make it better. Some of the things we have talked about 
that haven’t been effected in there I think can be because I know 
positively that we have had very constructive meetings with our 
dealers and have accomplished a great deal. It is obvious that we 
must have because of the distance we have traveled in 10 years’ time 
in our competitive position. Now as you move up in your competitive 
position, problems get deeper and deeper. There isn’t any question 
about that. It is easier to go the first 2 or 3 miles than the last 2 or 3 
1 am very sure that we have a mechanism there that we can refine that 
will help us a great deal more and we intend to continue to refine it. 

We can do a great deal with it. We have a very, very good mecha- 
nism and a good plan. 

Senator Porrer. Have you noticed any reluctance on the part of 
the representatives of the various councils at the various levels of 
pointing out problems or criticisms. 

Mr. Crusor. [have not. They have been free and open discussions. 

We have had countless hours of discussions. We do not do all of 
the talking by any means. They bring in their problems and discuss 
them inte Nige ntly. I would say that about three-fourths of the 
ideas they advance have been put into practice by us, but during this 
last 10 years most of the problems have been in the areas of product, 
distribution, many, many other factors, and, of course, profits were 
not much concerned because their profits were higher and higher 
each year. Some of the problems which we are now talking about 
have only accentuated themselves in the last 90 days because rela- 

tively they were not of great importance before because you always 
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have some good and some less good, so that relatively we felt that we 
dealt with the important things as we went along. Now there are 
some new factors that have come here. I feel certain that we can 
deal as effectively with those as we have with the others, but it does 
take a little time. We have a large country and we have lots of 
people and distances are great and we cannot be in constant session 
with them. 

Senator Porrer. Have the preblems of bootlegging and unethical 
advertising—has that come up through your dealer council ¢ 

Mr. Crusor. Very definitely, and they are dealt with at some 
length in my statement. 

Senator Porrrr. Have they ever discussed at any length the greater 
mutuality of contract ¢ 

Mr. Crusor. Not at great length. 

Senator Monronry. Have they ever talked about it at all? 

Mr. Crusor. Yes; a great deal. They liked the kind of contract we 
had better than what the ¢ ompetition had. 

Senator Monroney. It was better than a l-year contract, but that 
might not necessarily be the ideal contract. 

Mr. Crusor. Well, they thought it was ail right, and they were the 
parties to the contract. 

Senator Monronry. Do you have any further questions? 

Senator Porrrer. No. 

Senator Monroney. I am sorry that we will have to go to the floor 
for a while. We have asked for permission to sit this afternoon and 
we will reconvene at 2:30. Mr. Ford, in the old Supreme Court 
Chamber. 

We have to be near the floor in the event of rolleall, and if you 
could, with your sti or be there at that time, we would appreciate it. 

(Where upon, at 1:10 p. m., the subcommittee was recessed to re- 
convene at 2:30 * m., the same day, in the Old Supreme Court 


(Chamber. ) 


AFTERNOON SESSION 


Senator Monroney. The Subcommittee on Automebile Marketing 
will resume our sitting. 

The record will show that Mr. Ford and the other officials who were 
sworn this morning are here, and we will resume the interrogation 
of Mr. Ford. 

Mr. Ford, I especially noticed the strong position that you have 
taken in the discouragement of automobile bootlegging to the point 
that you recognized in this, perhaps earlier than many, the disruptive 
effect that these practices have on the established dealer relationships 
and on the ethical standards of the business. 

May IL ask you if you do not feel that the lead you have taken, not 
once, but twice, in the acdjustme nt of freight to a more equalized freight 
across the country, if that in itself would not be very helpful in ‘the 
reduction of bootlegging? 

Mr. Forp. Mr. Chairman, first, Mr. Crusoe is going to cover thi: 
subject in his remarks in rather great détail, but in answer to your 
question directly, we think it has, yes, very definitely. We noticed 
our first step helped a great deal and the second step which we took 
just a short time ago we feel helped in addition, and we have received 
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wires from dealers in those areas that were very cr: astically affected, 
ating that they felt that this was a very good move in the right 
direction, and it has greatly reduced the bootlegging problem. We 
have | peen opposed to bootle eolNg from the ver V be; ginning. W e hi ave 
done everything within our power to stop it. We think that we have 
done a much better job than competition and we propose to continue. 
Bootlegging is detrimental to the authorized dealer and it can do 
nothing but liarm to him. Therefore, we are absolutely opposed to 
bootlegging in any form and are doing everything we « ‘an to stop it. 

Senator Monroney. By reducing the premium that the old freight 
charges of a year and a half ago placed on tow-bar operation, and by 
further reducing that freight advantage again last month—and your 
company was the first in both instances to announce that policy—you 
feel, do you not, that you have struck at, at least, one of the primary 
and n sior soure es of the origination of the cars in the bootleg ms urkets ? 

Mr. orp. Yes,sir, we think we have. 

Senator ee Have the sales noticeably declined in the De 
troit area since your announcement of this - ight decrease ¢ 

Mr. Forp. Well, would like to have Mr. McNamara answer that 
question. It comes within his province. 1 would say this, before he 
answers, and that is we felt that we lost a great number of sales in 1955 
because we took such a otzong position against bootlegging and we are 
losing sales all of the time because we have taken such a very drastic 
position against this cae ionaiee: Now, about Wayne County and the 
Detroit area, | would rather have Mr. McNamara answer that. 

Senator Mom coneY. I didn’t know whether you had any statstics 
or not. I thought it might be interesting to know what effect the first 
reduction in the freight differentials between the West Coast and 
Detroit was, and then the effect that the new announcement had 
become. 

Mr. McNamara. Mr. Chairman, the two freight reductions were, 
of course, not our only actions with respect to elimination of boot- 
levoing. It is diffic ult. the refore, to measure the effects of those two 
particular actions as against the effects of our other actions. However, 
it is definitely true that aio combination of all actions have acted to 
reduce the sales in the Detroit area. 

Senator Monroney. And that shows up adversely at least during 
the start of the campaign to reduce them. It may equalize itself out 
at a later time ? 

Mr. McNamara. Yes. 

Senator Monronry. When they go back through legitimate chan- 
nels. If people want to buy ey rds, the »y are even tis ally going to buy 


them through the regular franchised dealer, instead of relying on the 


bootleg market todo so? 


Mr. McNamara. We feel that it is in our customers’ interests and 
our dealers’ interest that that be so. 

Senator Monroney. And particularly to maintain the proper serv- 
icing of your product ¢ 

Mr. McNamara. Exactly. 

Senator Monronry. Whiich is impossible, is it not, under a bootleg 
system ¢ 
~ Mr. McNamara. We found that seven times as many customers were 
dissatisfied with the product and the service when they bought through 
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a so-called bootlegger, as compared to when they bought the vehicle 
and had it serviced through a franchised = 

Senator Monroney. I noticed in Mr. Crusoe’s statement that you 
have collected a good many statistics on that, and we will get to that 
point later, but the point that I especially wanted to bring out was 
the leadership that your firm has taken ageressively In freight adjust 
ments and through other legal means at your disposal to discourage 
this 

_ the chairman of the subcommittee is of the opinion that a great 


eal more power rests in the hands of the factories if _ chose to 
use it—such as the obvious right you have to place your cars only in 
sales channels where it will reflect on the goodwi ul an 1 the as name 
and the proper servicing of the proauct, i do believe, for One, 
that the ns Attorney General MeGrat i ae automobi le deal- 
ers 1S necessarily ce ntrol! he that the factor ies Cannot exere ise some 
degree of contro! over the placement of cars through channeis where 


this goodwill and this proper good name will continue to be made 
through the servicing agreements and fulfillment of warranties, 


prop breakins and things of that kind. 
Senator Payne, any questions? 
‘ T> “ x" A . 
enatvor FAYNE. “No que CONS. 


Senator Porrer. Mr. Chairman, I would like to compliment the 
Ford Co. for the direct action that you have taken to stamp out — 
legging. I think probably the action that your company has take 


may possibly have had some adverse effect, as far as your sales are 
concerned, but in the long run the automobile industry and the public 
will benefit by 


1 
Mr. Forpv. Thank you very much. 

Senator Monroney. Mr. Ford, in the closing part of your statement 
you mention that the automobile industry has built more than 47 
million passenger cars and 9 million trucks, and 43 oe were built 
in the past few years. They not only had to be built, but they had to 
be sold and serviced. 


Mr. Forp. Yes. 


‘ 7 wenaee rl} 
Senator Monronrey. ‘| 


his committee has received expressions of 
fear that the amount of bootlegeing, ws still not in a position to 
dominate the automobile business, is actually beginning to create an 
illegitimate — of automobile distribution from Detroit to th 
auction lots in New Jersey, to the superdistribution system in Dallas, 


and Scasalini all out through the country in a rather well-organized 
chain. We had testimony Saturday where in Detroit there are com 
panies who procure drivers, pay the gas and oil, a nd the driver fur 
nishes his labor free for merely the expense of his lodging in a tourist 
court enroute to Florida, or othe r plush vacation resorts . That seems 
to have a special appeal, Californs: aand F Sovide. Actually, the tow- 
bar method of delivery under these circumstances has only cost the 
dealer $25. I wonder if you fear that these used-car lots which ar 
now merely gravel-lot installations may be the beginning. If it 
not promptly controlled or discouraged, it might lead to a superma 

ket type of operation, where you will get good experie need dealers, 
properly fin inced, with good showrooms, to quit the exclusive agen 

of one line—being unable to sell other lines—and then mere bedbtliies g 
all lines of cars with especial emphasis on the hot lines, when they 
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are hot, and in the lemon years just fading out their emphasis on 
those particular brands 

Mr. Forp. Mr. Chairman, we have always been in favor of doing 
business through the authori ze] cleale s hannel. The reason we have 
taken these moves that we have taken over the period of the last 
keep our cars off 


to keep our cars 


several years in ied reasing’ b otlegai YF was ju t 


the used-car lots. We think our action ha: helpec 


) 
the used-car lots. 
The customer is done a disservice by buying a car on the used-car 
lot. It is detrimental to the dealer, the customer, and ourselves. 
Therefore, everything that we can do to see that that type of business 
does not receive our product, we feel, is working in the right direction. 
Senator Monroney. Do you have a buy-back program from any 
dealer who might find himself temporarily overloaded ¢ 
Mir. Foro. We don’t have a specific policy, but we have offered 
buy back ears. 


Senator Monroney. If a dealer found himself overstocked at a 


‘ 
yi 


particular period of time because of a drought or the closing down 
f the plant in the community where he lived, could he, without em 


barrassment to himself, or without recriminations of the zone man 
ager, ask you to relieve him of some of those cars instead of pushing 


them into the boot] ie® ¢ hannel ? 

Mr. Foro. He could certainly ask 9 and we would give him every 
consideration possible. We would try to show him how to sell them 
and we would do everything to keep them from getting into the hands 
of a used-car operator in a bootleg operation. Maybe you would like 

y amplify that. 

Mr. McNamara. Yes; I will, Mr. Ford. 

Under such circumstances, we he | normally endeavor to relieve 
the dealer of his excessive stock by pl: icing it in the hands of other 
dealers who ee be understor ked. If that were not sufficient to 
solve the problem, we would adjust the dealers’ orders for the sub- 
sequent months. "We take dealer orders the first 10 days of every 
month for the ensuing 30 days. Through that means we would act 
to reduce the excessive stocks of the particular dealer. 

Senator Monroney. In no way would any dealer that might have to 
throw in the sponge on an overstocking be considered to be a bad 
dealer or find himself in trouble with a sales representative. 

Mr. McNamara. Absolutely not. We have, for example, just last 
oe one dealer in the city of Dallas who was in exactly that position. 
We accepted his order for the month of March with a zero purchase 
ot F an ars. 

Senator Monroney. You could recognize that a condition might 
exist where a dealer would still be a good dealer and not be selling 
these cars ? 

Mr. Crusog. In that case, instead of fearing the district manager, 
I think he would find the district manager to be his best friend, to 
help him most. 

Senator Monroney. It would be general policy to take them off the 
market, rather than to encourage them to be thrown on at any price. 

Mr. Crusor. The general policy of the sales department would be to 
help him. 

Senator Monroney. I see. Have you given any thought to what 
the incidence of the growth of multiple-dealerships might do in 
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changing the general pattern of the independently financing, locally 
man: aged dealerships, Mr. Ford ? 

Mr. Forp. M: ay I ask for clarification? Do you mean a chain of 
dealerships ? 

Senator Monroney. Yes: Hull-Dobbs is the largest one in the 
country. That is yours. Rudy Fick is also a large one. I think 
Berl Barry operates several multiple dealerships. I believe that is 
the Teepee Motors, of Manhattan, Kans., isn’t it ¢ 

Mr. Forp. I don’t know that name. 

Senator Monroney. The name has come in a number of nen in 
the hearings as being a source of bootleg Mercurys, particularly. 

Mr. Forp. We have a policy on the number of dealerships t that any 
chain operator can own, and if my figures are correct, I believe that 
it involves only 3 fully owned Ford dealerships, and 2 other dealer 
ships, with a total limit of 5 completely owned dealerships by any 
one chain. 

In additon to that, they can have, I believe it is 15—if that figure 
is not correct, somebody can correct me—dealerships on a buy-out 
basis, in which they will provide the funds in the beginning for a 
manager to start a dealership and then the manager will proceed to 
buy out the chain. We have an exception to that in the case of a 
particular chain that wants to have something in addition to what 
we presently have in our policy, they can submit to Mr. Crusoe for his 
final approval the possibility of hav ing additional numbers of dealer- 
ships. 

Senator Monroney. Would Hull-Dobbs come under that additional 
number of dealers ? 

Mr. Foro. Mr. Chairman, Hull-Dobbs has in excess at the moment, 
as do several other chains, and we don’t feel that we should cancel 
them just because we have changed our policy. We want to maintain 
those dealerships that they presently have. However, we have a new 
limit and we are working toward the limit that we have set in our 
policy. 

Senator Monroney. In some of those chains you do not discourage 
or have a company policy that frowns on the chans being partly owned 
or managed in part by members of the immediate family of high 
Ford officials, do you ? 

I am referring to Mr. Breech’s son, who is listed, I believe, as chair 
man of the board of the largest of your chain groups, Hull-Dobbs. 

Mr. Forp. If a man is qualified for a dealership, we have absolutely 
no policy as to whether he is a relative or not. You have a question 
in your questionnaire on that point which we will answer 

Senator Monronry. That will come later 

Mr. Forp. Whenever you wish it. 

Senator Monroney. Well, we will get to that. Counsel said I was 
wrong, that it was merely one Hull-Dobbs dealership that Mr. Breech’s 
son was associated with. 

Then there are some special questions on that, so we will get to 
that later. 

Do you intend to go forward as a general policy with more multiple 
ownership of deale ships or do you intend to maybe keep them where 
they are? In other words, what is the future in the merchandising 
pattern, is it going to be enlarging or diminishing in chain operation ¢ 
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Mr. Forn. As have told you, we have this limit on the chains 
so that no chain can get any bigger than the limits that we presently 
have set. I know it is the policy of our end product divisions to not 
foster new chain operations. We are not in favor of having large 
dealer chains. We are in favor of having individual dealers in an 
individual town owning and operating h Lis de: alership. 

Senator Monroney. And in the policy of new dealerships where a 
party has had a long-time relationship with your company, do they 
have any chance to advise or are they consulted with before a new 
competing dealership is opened up in their immediate area—or several 
others put in in their surround: ing tr ade area ¢ 

Mr. Forp. To the best of my knowledge, and I would have to ask 
some of my associates here who are more close to this question than 
f am, but the dealer who is presently there is usually consulted and 
I think practically always consulted as to the possibility of another 
dealer being put in and naturally in many cases they object, but for 
the benefit of our business we sometimes have to go ahead with it 
whether they like it or not. And we do. We have the problem of 
penetrating the market and if it is not possible to do it with one dealer 
ina one-pol! it dealer town, sometimes we may add another dealer. 
Now that may make the present one dealer there unhappy, but for 
the benefit of the whole, it might be the best thing for us to do. 

Senator Monroney. That probably would be true to a certain de- 
gree as to the unhappiness of the dealer, but that genuine unhappi- 


ness it seems to me gets more intense where a dealer has an investment 
of a quarter of a million or half a million dollars in a splendid Ford 
sho wroom and the new dealer has perhaps put in a galvanized build- 


ing to sell Mercury’s or Lincolns out of, or a Lincoln outlet associated 
with a farm-implement outlet which might be only 20 miles away from 
a franchised Lincoln-Mercury dealer. 

Mr. Forp. I can assure you we would not put a dealer in a gal- 
vanized barn for other than a short period of time. Naturally, we 
might feel it necessary to put in a dealer in an area and his quarters 
might be inferior un ntil he had opportunity to move to a better loca- 
tion. Now many of our dealers throughout the country handle farm 
implements and many times they handle competing farm implements 
and tractors to our line of equipment. I think maybe Mr. Crusoe 
would like to amplify on that question. 

Mr. Crusoe. Well, obviously we would like to have showrooms 
that are helpful to our product. Buildings are difficult to get in 
some locations. We certainly would not place a dealer in submarginal 
facilities if he intended to stay that way or if he intended to stay 
that way for very long. Many of our dealers started in very, very 
modest circumstances. We will find many of our dealers who once 
were leienell in buildings that might not look very good today. 

Senator Paynr. We remained in very modest circumstances until 

‘ter by mutual agreement 

Mr. Crusor. But you earned a new and better place. 

Senator Payne. That is right. 

Mr. Crusor. So there has to be a sensible balance there as to the 
amount of capital he would invest. He could put too much money in 
the building and not have any for anything else. 

Senator Monroney. But what I am speaking of primarily is the 
dualing of dealerships with farm implements in areas where the en- 
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franchised dealer operating in that territory with a heavy investment 
finds himself in competition with practically no overhead from his 
competitor on the same line of merchandise in that immediate 
territory. 

Mr. Crusor. Well, I think, Senator, that you are reciting the very 
situation in another way that would attach to chain dealers. In 
other words, each dealer perhaps feels he would like to keep growing 
and take in all of the community as far as he could reach. Now that 
does not mean he doesn’t have enough business to support the insti- 
tution that he has, and in some cases where we get 20 or 30 miles 
away it gets into another trading zone, and the association of auto- 
mobiles with farm implements is not undignified. TI think farm im 
plements is a very dignified business. It may not look quite as nickel- 
plated as other businesses, but maybe that is the place where the 
farmer sale like to buy. 

Senator Monronery. Most of these men are willing to compete on 
an equal basis with any other auto dealer—whether it be General 
Motors or even your own line—but when the overhead is covered com- 
pletely by, we will say, farm implements and when the tyne of estab- 
lishment requirement for one dealer is a quarter of a million dollar 
plant versus a galvanized steel shed for the other, no matter how 
much you try to stop bootlegging 1 in Detroit, you are still going to 
have a lot of bootlegged cars in that particular area, because “the 
dealer will have covered himself in the sale of farm implements and 
will be willing to take any kind of profit on the sale of 2 or 3 ora 
dozen or maybe a hundred cars which he considers just plus income. 

Mr. Crusor. I do not quite see the point because if that is the way 
people want to do business the man would have been foolish to build 
his fine building in the first place. 

Senator Monroney. No; he would have been told to build that if 
he wanted to handle Lincoln and Mercury. 

Mr. Crusoxr. No; I think generally we discourage them from ex- 
cessive investments in buildings. 

Senator Monroney. It wasn’t excessive when compared to other 
types of competition. But when, by action of Ford Motor Co., he 
is forced with his superior investment and superior service facilities 
to compete in a closely bound territory with another dealer who has 
no such overhead, is he not at some disadvantage? Should he not 
be given some consultation before this rival dealership is opened ? 

Mr. Crusor. Well, perhaps he is, but generally the reverse is true— 
the small-town dealer feels that he cannot compete with the big-city 
dealer even though he does have modest circumstances, because he 
feels he doesn’t have the volume that would permit. him to do it, so 
we get the other side of it. 

Senator Monroney. But generally, if that be a strictly automotive 

al then he doesn’t mind competing with other automotive deals. 
oa when he finds the line associated with farm implements and the 
overhead covered with the farm implement side of the business, he 
finds himself at a disadvantage in that immediate area. 

Mr. Crusor. He might feel the same way if they handled trucks. 
Our dealers also handle trucks. 

Senator Monroney. Practically all your dealers handle trucks, 
don’t they ? 
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Mr. Crusor. Most all. I would say generally the reverse is true, 
that the small dealer feels he is at a disadvantage to the city dealer. 
That appears to be our main problem. There is another factor we 
must recognize. Our market is growing in this country; it is growing 
and it is growing very, very apidly. We are going to have an increase 
of some millions of new car buying units before 1960. Each one of 
our towns has a new growth ring around it: our people are moving 
to the suburbs. We have got to extend our business and our dealer 
can’s follow his population indefinitely. There is a point where it 
breaks off and a new nucleus starts and that seems a reasonable way 
to handle a market. : 

Mr. Forp. Mr. Chairman, may I add a comment on your question ‘ 

Senator Monronry. Yes. 

Mr. Forp. I am sorry that the vice president and general manager 
of our tractor and implement division isn’t here because I don’t think 
he would agree with vour statement. He was in my office on Friday 
and bitterly complaining that many of the Ford dealers that he had 
franchised to sell tractors weren't doing nearly as good a job selling 
tractors as rig) were selling Ford cars. He gre me one example 
of a fellow in, I think it is Bismarck, N. Dak., I am not sure, but it 
is up in that area, who did over a million a last year in sales 
volume, and only $32,000 in tractors and implements. He was really 
upset about that. He doesn’t think he is getting the penetration and 
he is worried about the fact that he is not getting enough tractor sales. 
So you may have one example where this is true, but I think generally 
speaking and from what he told me last Friday he doesn’t feel that 
the fellow who is handling Ford cars and trucks as well as our farm 
tractors and implements is doing nearly as good a job on tractors 
and implements as he should be. 

Senator Monroney. Maybe Mr. Benson has something to do with 
that. 

Mr. Forp. Well, that could be, I wouldn't know about that. 

Senator Monroney. Do you have any further questions at this time / 

Senator Payne. No. 

Senator Monronery. Senator Thurmond. 

Senator Tuurmonp. I might just ask one question. Mr. Ford, if 
a dealer shows good faith and is doing the best he can to sell auto- 
mobiles in a reasonable number, I understand it would not be your 
policy to cancel his franchise because he failed to sell a certain number 
of cars or come up to any particular standards; is that right? 

Mr. Forpv. He agrees, Senator, at the beginning of the year to a 
certain number of cars that he thinks he can sell in his ‘situation, 
whether it is a single point deal or multiple. That doesn’t necessarily 
stand for the whole year. Circumstances may change and the num- 
bers will also change. But we would certainly never cancel a dealer 
under the circumstances which you outlined. 

Senator THurmonp. Thank you. 

Senator Monroney. Mr. Crusoe, do you have your statement ? 

Mr. Crusor. Yes. 

Senator Monroney. Would you go ahead with that? Do you have 
time to remain here, Mr. Ford ? 

Mr. Forp. Yes. 
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Senator Monroney. There are many things we would like to ask 
both of you about that are covered in Mr. Crusoe’s statement at some 
length. Wecould save time by going to that now. You may proceed, 
You deal with bootlegging ? 

Mr. Crusor. Transportation charges. 

Senator MOnRoNEY. Supposing when we finish transportation 
charges is the first, if I remember correctly. 

Mr. Crusor. Yes. 

Senator Monroney. If you would yield for some discussion of that 
when you finish with that, then we will go into the bootlegging. 

Mr. Crusor. Yes; they are quite related. 


TESTIMONY OF LEWIS D. CRUSOE 


Mr. Crusor. This committee has been examining the prices we 
charge for the service of distributing our vehicles to dealers through- 
out the country. ‘These prices have been characterized by some of the 
previous witnesses as “phantom freight.” 

This suggests that there is some misunderstanding about the fun- 
damental economics of our distribution system. ] Perl: aps, it would be 
helpful here to describe for you the evolution of the branch assembly 
system as it exists today in Ford Motor Co. 

Henry Ford established his first branch automobile assembly plant 
in Kansas City in the year 1909. By 1915, the company was operating 

3 branch assembly plants. Many of Mr. Ford’s competitors belie ved 
at that time—and some of them may still believe—that a system of 
branch assembly plants was not the most efficient way to produce and 
distribute automobiles. 

Mr. Ford had several reasons for believing that the branch assembly 
system was the most efficient method of producing and distributing cars 
" a nationwide market. Here are some of his reasons: 

The establishment of branch plants throughout the country in- 
een an important degree of flexibility in the adjustment of pro- 
duction plans to local market conditions. It became possible to carry 
an important part of the nationwide inventory of automobiles in the 
form of unassembled pieces, with consequent savings in storage costs 
and investment. 

Completed automobiles are peculiarly subject to damage during 
pain unloading, and shipment. The introduction of branch as- 
sembly plants enabled manufacturers to apply paint and fabrics to 
cars at points as close to the market as possible, thus reducing the risk 
of transit damage. 

>. By becoming a taxpayer and an employer in many communities, 
Ford Motor Co. earned the support and interest of the residents of 
those communities. This undoubtedly helped the company secure 
early widespread acceptance of the Ford car. 

As the public acceptance of automobiles and the population of our 
country increased, the market grew and it became necessary to expand 
production capacities. If all of this expansion had been carried out 
simply by making the centrally located plants larger, the management, 
LF mn “and facilities problems soon would have become insoluble. 

The problem of recruiting workers to build the growing volume 
ay new cars suggested its own solution—bring the jobs to the workers 
instead of trying to bring all of the workers to the jobs. By helping 
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to spread new employment opportunities throughout the country, Ford 
Motor Co. accelerated the creation of a national market for its 
agen 

Finally, branch assembly enabled Ford Motor Co. to service the 
nee ch of its dealers quickly and economically. 

The attainment of savings in freight costs through the shipment of 
component parts rather than of assembled automobiles was not a prin- 
cipal factor behind the initial decision of our company to establish 
branch assembly plants. Company records show that, during the 
early years of Ford branch plant operations, there were no freight- 
cost savings. 

The railroads were neither willing nor able to establish low rates on 
the shipment of component parts to branch plants until the volume of 
these shipments reached a point high enough to justify rate reductions. 

Che att: 1inment of such volumes did not come overnight, nor were 
they attained at the same time for every one of our branch plants. 
The reductions in freight costs were achieved slowly and in small 
amounts, in the same way that cost reductions were obtained in other 
phases of the automobile business. 

Nevertheless, from the very beginning, it must have been obvious 
that real opportunities existed for long- run distribution savings 
through the use of branch assembly plants. Because of the configura- 
tion of an automobile, the shipme nt of assembled cars necessarily i in- 
volves the shipment of substantial cubic displacement with relatively 
little weight. Ina sense, by shipping empty automobiles, we were pay- 
ing for the transportation of voids, or of fresh air. 

For the reasons I have stated, Ford Motor Co. became committed 
to a branch-plant assembly system early in its history. This commit- 
ment, however, was not without risks. In order to make use of semi- 
skilled local labor, it was nec cessary to design tools and to plan assembly 
methods in a way that would minimize the need for large numbers 
of highly skilled tradesmen. 

This required substantial investments on the part of the company. 
Further, the costs of building a large number of relatively small plants 
were then, and reniain today, gre: iter than the costs of building a few 
large plants to produce an equivalent number of cars. 

The efficient operation of the branch-plant system called for the 
development of entirely new methods of production control, schedul- 
ing, and materials handling. Even more important was the creation 
of tec hniques to assure dimensional control of the parts so that they 
would be fully interchangeable and, hence, usable at any assembly 
plant. 

As the years passed, the cost savings associated with branch assembly 
of automobiles increased. Extensive improvements were made in the 
methods of loading, shipping, and unloading component parts. The 
development of a nationwide highway network led to the emergence 
of haul-away carriers. They could compete effectively with the rail- 
roads for the business of transporting assembled cars, safely and 
quickly, from the factory to the dealer’s door. 

One of the important advantages of the haul-away method of trans- 
portation was its ability to drop off cars in small quantities at indi- 
vidual dealerships, without prohibitive cost penalties. In addition, the 
enormous increase in the number of combinations of colors, body types, 
engines and accessories made it even more essential that dealers be able 
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to obtain quick delivery of the specific models that their customers 
wanted. 

During this period of evolution, Ford Motor Co. included, in its 
ager egate price, compensation for the services it performed in dis- 
tributing its products. For many years, this portion of our price 
was based largely upon the price asked by the railroads for perform- 
ing a broadly “similar function. This system of pricing worked well 
for many years, and it was followed by a number of our competitors. 

In our financial planning, we have never segregated the revenues 
and costs of our distribution service from the other revenues and costs 
of our business. Our efforts have been directed toward a continuing 
reduction in all of our costs of building and distr ibuting cars 

{t has never been true that our distribution prices were design ied to 
provide auxiliary profits, unrelated to our system of manufacturing 
and selling motorcars. Rather, the cost savings attained from our 
branch-plant system permitted us to make dramatic improvements 
in our products, and to offer these to all of our customers at lower 

iggregate prices. 

Had we chosen to pass on these savings solely through reductions 
in the distribution portion of our prices, we could not have achieved 
the product improvements that have led to increasingly higher sales 
volumes. 

These higher volumes permitted the maintenance of low selling 
prices to all of our custon ers. Every buyer, whether in California 
or in Michigan, paid relatively less for a Ford car than he on l have 
paid if we had not built high volumes with advanced products. 

In 1954, Ford Motor Co. led the industry in making substantial 
reductions in its prices for distributing cars and trucks to distant 
market areas. The principal reason for this change was the emer- 
gence of a type of competition that offered a somewhat similar service 
at a lower pric e, namely, tow-bar and driveaway transportation. 

[t is true that rel: atively few people are interested in purchasing, 
as new cars, units that have been driven or towed up to 2,500 n Liles. 
Nevertheless, a small percentage of our customers began to patronize 
this competing service, because it offered some price advantage. 

To the extent that this occurred, it impaired our ability to utilize 
our branch assembly plants efficiently and disrupted our authorized 
dealer system. We decided, therefore, to meet this competition, in 
the interests of ourselves and our dealers, by making substantial 
reductions in our distribution prices to distant points. 

In October 1954, we reduced the distribution price of a Ford car 
on the west coast, for example, by over $100. We made a second 
reduction a month later, and in February 1956 we made additional 
reductions in the distribution portion of our prices. On a Ford car, 
these reductions add up to $150 to dealers on the west coast, $100 in 
Salt Lake City, and $44 in Oklahoma City. 

We are confident that Ford Motor Co.’s distribution pricing plan 
is fair and equitable to all concerned. The prices are consistent with 
our pattern of costs, and at the same time they meet, in general, the 
competition offered by other transportation mediums. The price dif- 
ferentials between any two points in the country have been reduced to 
levels that we believe are small enough to meet the competition 
offered by casual methods of transportation. The total revenue 
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received by the company for its distribution services is substantially 
less than our aggregate inbound and outbound freight costs. 

We estimate that, on the basis of our present prices, the company 
will pay over $15 million more this year in freight costs than it will 
receive for its distribution services. 

Senator Monronrey. Would you let me interrupt you a moment 
there? Do you happen to have a map showing the reduction or the 
present pricing of the Ford car or some standard car as regards the 
various areas? General Motors had that very clearly illustrated in 
their testimony here, and it has been rather difficult for the com- 
mittee, although you started this whole freight-reduction thing, to 
quite visualize how it affects pricing in the rest of the country. 

Mr. Crusor. Senator, we have prepared some charts and we are 
prepared to show them to you in connection with this discussion. 

Senator Monroney. Fine; I think it would be helpful to the mem- 
bers of this committee. 

Mr. Crusor. We will get them ready so you can see them. May I 
proceed, then ? , 

Senator Monronry. Certainly. 

Mr. Crusor. Thank you, sir. 

Although the relationship between automobile manufacturers’ 
freight costs and the prices charged for the distribution of vehicles 
is only one aspect of this story, it has received a great deal of attention 
in earlier testimony before this committee. For example, one witness 
stated that American car buyers are paying approximately $280 mil- 
lion annually in so-called phantom freight. This witness estimated 
that, in 1954, the average charge made by manufacturers for deliv- 
ering vehicles from branch plants to dealers was $75 and that the aver- 
age cost of shipping components to the branch plants was $35. These 
estimates were derived from statistics published by the Interstate 
Commerce Commission. The witness characterized the difference of 
$40 per vehicle as phantom freight, and he extended this estimate, at 
1955 volume, to $280 million annually. 

The first trouble with this analysis is that the witness has em- 
ployed data that are irrelevant to the problem. The $75 figure is 
the average freight cost on automobiles that happened to be shipped 
by rail, regardless of source or destination—not the average distribu- 
tion charge made by manufacturers. The $35 is the average freight 
cost, per ‘automobile, for shipping automotive parts, wherever their 
destination; it is not the additional freight cost on parts shipped to 
assembly plants. The second major diftic ‘ulty is that the caleulation 
leaves out entirely the costs actually incurred by manufacturers in 
shipping vehicles from assembly pl: ints to dealers. In addition, the 
witness applied 1954 figures to 1955, although all manufacturers had 
reduced their distribution prices late in 1954. 

To illustrate how seriously the analysis of this witness is in error, 
we have applied it to Ford Motor Co. data for 1956. Using this 
method of calculation, we obtain a so-called phantom freight figure of 
$68.77 per vehicle. When we take our actual distribution prices, less 
actual outbound freight costs and actual additional inbound freight 
costs to assembly plants, we get a loss figure of $7.54. The method used 
by the witness in estimating phantom freight is wrong by about $76 
per vehicle, even without taking into account any of the nonfreight 
costs of a branch assembly system. 
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Now, are there any feasible alternatives to our present pricing sys- 
tem? One suggested plan is contained in a bill introduced by Repre- 
sentative Hinshaw. He proposed that automotive manufacturers 
would be permitted to charge only “transportation charges incurred in 
making delivery” of automobiles. The language of the bill does not 
make clear whether one of the most important ‘costs of the manufac- 
turers—the freight paid for shipment of parts and components to 
assembly lants—could be included. 

Even if charging for both inbound and outbound freight were 
permitted, however, the pricing system required by the bill would 
result in many inequities and, in our opinion, would be completely 
unworkable. 

Perhaps the most significant consequence of such a pricing system 
would be its tendency to create local monopolies around the assembly 
plants of particular producers. For example, the Miami, Fla., market 
is now served by one manufacturer from an assembly plant in Atlanta, 
and by a competitor from an assembly plant in St. Louis. The cars 
produced by these manufacturers have generally similar specifications, 
and they are designed to sell at approximately the same price. At 
present, they are competitive pricewise in all parts of the country. 

Under the Hinshaw bill, however, the car assembled in St. Louis 
would cost the Miami dealer $58 more than the car assembled in 
Atlanta. We think it obvious that the Miami dealers handling the 
higher priced car would soon be put out of business. 

Similar price distortions would arise among different models of the 
same make of car. For example, our Ford division has 2 California 
assembly plants—1 in San Jose and 1 in Long Beach. Our Country 
Squire station wagon model is produced at our San Jose plant, but 
not at our Long Beach plant because of facility limitations. This car, 
which is our most expensive Ford station wagon, is priced at whole- 
sale about $73 above the next most expensive Ford station wagon. 

In Los Angeles, however, this price spread would increase to $125 
under an actual-freight-cost system because the Country Squire would 
have to bear the added costs of outbound freight from San Jose to Los 
Angeles. 

Kven on the same model car delivered to the same dealer at different 
times, an actual-freight-cost system would produce extreme price dis- 
tortions. Our sourcing pattern changes constantly, because of changes 
in national or regional demand, local production problems, and other 
factors. If we were to start from scratch today and build a new set 
of plants designed to source all production ideally, the system would 
be out of balance with market requirements before the last bricks 
could be laid. Our market simply is not static. We learned long 
ago that we cannot maintain a fixed sourcing pattern, even for 1 week 
at a time. 

A good example is our experience in the Denver market area during 
1955. We eee Ford cars to Denver from four different assembly 
plants: Kansas City, Dallas, Minneapolis, and San Jose. Our total 
freight cost is $164 more on a car sent to Denver from San Jose than 
from Kansas City. If we were forced to price the San Jose car $164 
higher than the Kansas City car, it would be priced beyond the reach 
of our Denver dealers. Price variances of this kind obviously would 
prevent efficient use of our branch assembly plants and make it impos- 
sible for us to provide stable employment in them. 
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"| ides th phnHaAs 
Senator Monroney. TI! phantom freig Would so 
one please explain that chart? I would like to ask Mr. Secrest t 
eX] nit 
Che chart referred to is as follows:) 


FORD PASSENGER CAR DISTRIBUTION PRICES 
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Mir. Secrest. This chart shows 4 different levels of distribution 
prices that the « ymMpany had in etiect on its cars over the past Z yeal 
‘T his top he represents the prices charged prior to the company s 
irst move whie was effective on October 21, 1954. The scale at 
the bottom of the chart represents mileage to the destination. 

New York would be out about 600 miles with a charge of approx 
mately $74, Dallas at 1,000 miles had a charge of $134, and Denver 
at about 1.300 miles had a charge originally of $151. The charge on 
he west coast at that time was $281. Now on October 21, 1954, the 
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inv reduced its charges by the difference between t oral 
ed line here and this blue line shown here [indicating |. Notice 
e maximum reduction which took place in the west coast area 

on the Ford car and substantially more o1 proportional 
O ull of our other products, Mer urys, lineolns. and truck 
mpetitors then took similar action within periods of 2 to 


tor MonroneEy. You started it as I understand it. 
ECRESTI Oh, ves 


ttor Monroney. And they followed suit within a matter of day 
Secrest. Well, some were more prompt than others, but wi 
of 2 o1 3 weeks, [ believe that ll producers had taken 1 uh 
ictions. Now some of the people did not do exactly what we 
3 cLit ited by the ovree line. on Nt Vel ib PS ; ied 
of asmaller magnitude, affecting point evond about 
miles, bringing our charges down fro} SiS 1 »S146 01 
( t aren, so that during the entire vear 1955 and up 
of t] ear, the price pattern for distribut rep 
e red ( the blue line out to her essent iv. the 
) oO points of about 900 or 1.006 mile \ Crie I 
point [indicating | | this green line out to the 
\foxnROoNEY. Now did vo neet Chevrol] on that se 
st. Substantially, ve 
MIonroney. They cut under you 4 
st. They cut shehtlv under us on what we had done ti 
wv Monroney. But you met that ? 
< Yes 
Crusor. May I point out, Senator, when we did start it \ 
! le lated risk both for ourselves and for our dealers. be 
He QO] had failed to m et our price, woud have fo (t 
a very bad competit ve po i1ioNn. SO li did teal ( 
courage, we 1 ‘1, to make th first move. 
\MIONRONI i # Well, you We uld have been bette of] I 
von inecertait part and worse of} in othe parts. 
SO) Ve 
\lonroney. The territory dominance would have 
ariiy adversely, 
\ | } VV if would have had a ar le { eilect ChHiust ] 
ition of our dealer system. 
Porrer. You would have had to inerease the price i 
Creusor. Phatisright. We had to increase in some piaces. 
tor Porrer. In ordei tomake the transportation adjustme) 
Crusor. Yes. But it wasa major move. 


tor Monroney. In other words, you kept Detroit from free 
ronus Oklahomans so much. 


tor Poy rer. We are sul sidizing Oklahoma in that case. 
tor Monronry. Now along about the time that this sudder 
1 Was made, wasn't the Hinshaw bill beginning to get atten 


, 
trongly here as well, as the discovery that tow-bar methods 


‘threatening dealers ¢ 
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rst cutofl (detobel Qo 
( RUSOT | thi that nel rst nad | e her ise we have 
“ wout V2 ve Ss out o7 tl] After the end, our attention 
} uldineg Pr <( uo ci TO meet the short Loe ol Cals 
tial {t have any mportance ntil later So it was a ques 
vs frst I | Ss has be adomiatter of concern, ind W¢ 
ed to acdiust it he opportunity came. 
tol \I NRONEY I] \ uch merense in the price of th ive 
elling Ford i ece ivy for this adjustment 
SECRES Wh me, sir / 
rt Monroney. Call e first two adjustments been 
host at the snpie nie 
. ES 1 | HYst tw ere SLA the olesnle e 
tor Mo~xront But fora Y OT SIS vou managed to 7 
roughiv from thie estern line eNO) d South 1) 
(di tahol | md} ) oft Pex e \\ ial / 
i ‘ >\ ul rt] De | West (¢ S ren 
or Monroney. B raised the price around er ot 
I unount equal to ybout Ss ‘ 
SEC Well, tra ec t het p mie 1) ts ly) tO " 
‘ On) De rolt Pet ( OMS] I, ye } 1, J 
mal (trict Wy Lit 0 hn tnere uptothe i. 1)- Or | i} 
r were pl ‘ ot les thy)s) t iy Amount o1 ) 
of modest amount ‘ 
itor Monn y. As IT remei r looking at the best map 
‘ ( that cut. Oradell where reqguctions occurred 
if ered 1 t Were tho e extend 10 Westy cf fro 
boundaries of Nort! d South Dakota, Nebra Ix 
( reross there 
_ RES Substant 
sok. It had a circular effect. Tt ist me proble \ 
( yste] oT» = 1h) oye VST 7 pat e] Dost | 
oft ( YOu Zo) i it \ ] ) | ron Opes 
\] NRONEY but ft rest of the « l rv ¢ ist of that bora 
ttle port i: [ ‘ nd the MM Un? area, were 
er prices, 
rUsoE. Well, that is the cirele that passed in there. 
or Monroney. So le you did relieve California 
Oklahoma. and 1 t of Texas and clear on across te 
} ~f vboard i] | ( t? |] ited States were par ne more Ww 
ist . tsthma 1 ey Ve e | re, 
('rUst Yes 
itor Monroney. This new acdyustment h takes t! 
} to about dt } l¢ ioe he 
SECRES Yes 
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“i itor MoNRONEY (continuine). Grivea great advantage to i 
rtol the central | nited States aren. 

Vir. Crusor. The Midwest. 

Senutol VIONRONEY. Ana it pel wlizes only that part Whicl 

“) years been getting a free ride on a lower-priced cm 
Hy could be turned out. 

Mr. ( RUSOE. On the other hand, of course, the volume of cars 


ere pure hased here im this heay Hy populated area Was the very ba 


wWwilhg a low price of cui kind in the outlying districts. 1>\ 
more cars. we imereased the divisor—reduced our fixed cost 

md that helpe everybody. We couldn't POSsIDIA se || a Cal 
Oklahoma at this price, tniless we sold lots of cars in the Midwest 


Senator Monroney. But your list price was supposed to be the sare 
er the country, but by the device of Detroit plus.” Detroit was 
ovine actually ‘ lowered delivery cost on the car than CU pl 

n the country, including your heavy populations im the Central 

Vir. Crusor. But portant benefits of the heavy buving Ih these 

eas did benefit all areas, including that area. 

Senator Moxronety. In imass production there are always econon 

Mir. Crusor. That is right. 

Senator Monroney. It isa question of where vou get youn vole, 
ilso whether that volume should be based on special CONCESSIO! 
it area mn the pricing of the car. that is a matter of concern to the 

fol the country. 

Mir. ( RUSOF, There once was a time you ‘oulda | vet a car out th 

uit Shipping it onthe train. 

Senator MoNRoNEY. On the matter of rail frereht in connectio 
Which you mention that with the early establishment of ¢] 
neh plants by Mr. Ford. Sr. Vou say on page 4, the railroads were 

neither willing nor able to establish low rates on the ship! lent of 
ponent parts to branch plants until the volume of these shipments 
heda point high enough to justify rate reductions. 
You would not say that was true as to the finished automobile rate 

om your assembly plants, would you’ For years, | understand 
the testlmony we have received here and otherwise, Chrysler 
ight very hard to pull down the extremely high Detroit freight on 
mibled cars on the claim that the railroads were ceiving extremely 

mw rates on the finished car from the assembly plants 
Mir. Crusor. Of course, there is a great deal higher volume on the 
parts shipments than on total car shipments because the shipping of 
it-up automobiles by freight has been declining steadily for years. 
Senator Monroney. This was in the early days, p1 iorto World Wat 

[| You are familiar with those freight cases which held fire so lone 

nd which never did vet the Detroit rate down commensurate appear 

( tly from. our testimony here with the braneh delivered prices. j 

other words, the Detroit factories were able to charge a lnegh Detre 
is rate while enjovine a low freight from the assembly plant on t 

ed cal tothe dealers. sain 
Mr. Crusor. But when that started. there was a question of whet he 
the follow that built a big central plant and shipped even at those 
prices, some of them felt they were smarter than the man who weiit 
to the ¢ Xpense ot building the branch assembly plant with all of 
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ovnel problems involved. For a time it Was & toss-up as to which 
the bettel Way. But act lally this shipment ot component parts 
cars became an integrated part of the manufacturing system. Met] 
of handling, palletizing, permanently equipped cars, it was a 
endous, completely new art developed in the loading of mate) 

( ran to give the increased benefit to the man who used t 


particular method and an increasing penalty to the man who we 
asn’t that progressive. 
senator MoNRON} as The component parts now, have the rail 
; ‘ O} the component parts ¢ 
Mr. Crusor. Have they come down ? 
Senator MoONRONEY. Yes. 
Mir. Crusor. [ean’t answer that. 
Mr. Secrest. How do you mean that ? 
Senator Monroney. You state in the earlier part that on the ec 
ponent part shipment you had to pay a iP oh rate—elther becaus 
ilroads were neither willing nor able to establish a lower rate. 


Mr. Secrest. Yes. they have come down, I believe by 1920 the vol 


} 
iit eome ae 


] | | | ] | ] mes 4 
O} production at the branch p Wits had pecome wnicient so th i 
1] , 1] 
Itial beginnings of the rreight cost Savings were well est ylis f 
t time 


Senator Monroney. Did the Detroit freight outbound on finis 
‘ars ever come down £ 


Mr. Secrest. I] don’t know. I know what has happened to it s 


1941. The rail rate on fin ied ears from Detroit to ¢ alitornia, 
‘Xanipte, Nas Lo! eupro Qnty l ) percent 


Senator Monroney. But they never have even reduced the c 


odity rates excepting by Some LO percent, | believe IS that 


correct 4 


{ ree »7n? « ly 
Mr. Secrest. I can’t speak 1 
cs 


egarding that. 
] 4 y [ ‘ ] 
senator MoNRONEY. ve had some eariier tes miony to the fact tl 


the railroads have consistent ly although Detroit was o1 iginating Ci 


greatest volume of manufactured cars of any point—contrary 
normal ratemaking, the railroads held that rate high. which the « 


( 
sumers had to pay, since the f. 0. b. freight from Detroit was added t 


the consumers’ bill when they bought the car. 


Mr. SEcCREST. I want to make the point, Senator. that on the presel 


basis, our distribution prices, on this red line, are not related in a 


way, shape, or form to the rail rates. There is no formula relatio 


ship between these numbers and the rail rate, so that even if the thu o 
that you are citing are true and important, we are no longer trying 


to gear our pricing structure to the rail-rate system for built-up, 
kno ked down. Or any other kind of automobile. 

Senator Monroney. Which meets a good part of the compla 
against the panthom freiolt which has been in use for so many, mal 
vears. 
~ Mr. Crusor. Well, we don’t like the term phantom freight. 

Senator Monroney. Well, you may not, sir, but we who have paid 

a 


for all of these years still consider that 1t was phantom freight. 
Mr. Crusor. Well, it could be considered that, but what you d 


was pay a price for a car which included its base price plus its delive: 


charge, which included the cost of the extra expense of these assemb 


, 
i * 


lants, al] of the loadin ( costs, and all ot the very expensive equip 


( 
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wet a ( 


rough the assembly plant Chan just the frei@ht. Asa matter of { 
en the enr starts to the assembly plant, that s the first move on tii 


1 1 . 
ment that goes In thre re, SO that there are tar more costs to 


to the customer and what we have in effect is an increme) 


sembly system so that it finally gets to the point that it has all of t1 
( oO t. So we linve, in etfeet, an assembly line a tho md m 

\ir. Gosserr. Mav Lask a question, Senator / 

Senntor Monroney. Yes. 

Vir. GOSSETrT. You are not succest ne. are vou, that the railroads, 

nel lol a heal rates, have adiscrimi itec| Be favo. ot Crene j 
\i mid 4 { 

“\ itor MONRONEY. We know that with the high traflic in finished 
from Detroit, the railronds were successful in defeating the lowe 
out of Detroit. I don't think they ever caught Ford and Gene 

\{ directly im the cases but it was prettv well assumed in 

riv venrs that the [CC was resistu o the redu tions of those rate 

rere irht bv Chrvsler 

Mir. GOSSETT. Che eusObn. Ss L unde tand. tl it’ the railroads ! 

e} Ol iul rates was that they had the con petition of tru 

onan extent much orenatel than they had it on lone haul. That 
reason Phere Wit no mtention to bene it General Motors chic 

Ke ra| (‘hm sler wan «| oO vei those long haul rates down becau e 

they didn’t have a branch assembly pliunt system, something they could 

: lone and decid d not todo. 

Senator MonNRronry. Gong back to whether jf ts phani IN) freight 

rv not, we did a little caleulation on how much Oklahomans would 
on this new reduction. It nmounts to about $85 million a year, 


) 


f Oklahoma represents percent ot the car sales, and if that is an 


equalized say lng sprea tall over the eveneral distribution pattern ¢ 

t [ nited States, that comes out 0 8250 million, which is not too 
far from the NADA figure of S280 million, which the phantom freieht 
represented, 


senator P TER. lt would possibly cost the Michigan consunis 


tw wYOrnitlion 


Senator Monronery. That is assun ing they are still sellino the ent 


going to California. There are twice as manv Cars registered 
California as in Mi hioan and yet the dealers’ take from the auto 


1 } . “y } ‘2 
nobile factories are almost equal im Mic nean and in California. 


Senator Porrer. I think this system is probably better than the 
rinal system but I think the idea of the so-called complaint about 
ae 


re li { 


sidization of the Michiean consumer is most unfair. It hap 


s we are close to the home market and we don't have the transpor 
ition cost. This new regulation put mto effect raises the price of 
e automobile and our people probably don’t like it, but they are 


ot complaining about it. Probably from a business standpoint it 
; 


gre it tears for 


ore desirable, but [ frankly am not weeping any 
at has happened in Oklahoma. 

senator Mononry. We thought that mavbe 30 vears of this o 
rain ought to be enough and we would like to vet on it, too. We 
re might proud, ana instead ot being reluetaa thy acceptin 
reduction im freight, we are most happy that Ford pioneered it, but 


} 
! 


i dont think that you could still say what they did wasn’t the elim 











‘ Ol} ito reign [1 ust hintter OT selhantics, you \ 

{ 1 tl \ i’ JOU | Kk¢ 
- ( 17< rER. OT course, It nothing new, Citrus fruit come 
from the west coast and youl transportation cost the same in De) 
eras it isin New York. This is not a basis of pricing for transpor 


1f1On JUST applied to the automotive Maustry. You have It nh Many 


er fields. For Oppet the basing pl ice isin Connecticut someplace 

Senator Monronry. Well, they have eliminated the steel fron 
Pittsburg] Phis follows the pattern. You will have to excuse us 
Wi have i rolleall and we have to go do something about dairy prod 
icts. I am sure they are not on a uniform celivered price, 


We will recess for a few minutes. 


MONEY. Phe subcommittee w il] resume its sitting. 

We regret these interruptions but we are required by law to vote if 
“are Here, so We ust have to eXCUse OUTSeIVeS, 

Noticing from your statement, Mr. Crusoe, vou figure you will have 
deficit from this « hahnve Of some ST mill Ol, | believe, it | remembe 
orrectly. 

Mr. Crusoe. Well, IT pointed out that the S280 million caleulatio; 
ol the witness in previous meelings should have been a minus fivure, 
and in that connection | thoue if, TOO, that | would like tO say that we 
would like to have credit for saving 8250 million, as you suggested, 
Dut actually we didnt. We transferred an amount ot money from 
the distribution price to the car price and it comes out about even. We 
did, of course, as you know, portal thy reduce the cost of the price 
of cars in Oklahoma and some of those territories. 
sehator MoNnRONI Le ‘The delivered price is less. 

Mr. Crusor. In vour area. 

senatol MoNRONI Xa Wh ch \ 1] Save SD million 1} Oklahonia lone 
Mr. Crusoe. In your State, ves 

Senator MoNRONEY. lt will save it in ‘Texas, and everywhere except 


1e Dl Hil aATea. 

Mr. Crusor. But the balancing figure is paid for by somebody else. 
Senator Monronery. But it brings in that overage line to an very 
close circle to the factory, 

Mr. Crusoe. It levels out the zones. I think. on a very practical basis. 

Senator Monronery. What was the additional cost. S18 last vear, 
What was 1t this time ? 

Mr. Secrest. A 816 increase in the wholesale price of the Ford ear 
senator. 

Senator Monroney. The actual increment to vou would be only 
about Sly é 

Mr. Secrest. No, that is the wholesale price. 

Mr. Crusor. Ow price to the dealer. 

Senator Monroney. But the list price would be raised somewhat 
bevond that. about S244. 

Mr. Secrest. About 822, I believe 

Senator Payne. As I remember, we absorbed the little increase up 

Maine for the benefit of Oklahoma. 

Senator Monroney. How did vou happen to get hit? California 
got reduced. Tlow does Bangor, Maine, happen to pay more? I 
don't get that. 

Senator Porrer. We subsidize their cotton and their oil, 
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Senator Monroney. Tlow does it happen that everybody else get 
freight. almost, but Bangor, Batine, —— is to be highet f 
Vir. Secrest. Bangor received a S15 decrea in the destinatio 
ve Ol distribution price, That wasn't quite aaa to offset the 
( ise in the basic price of the car. \ctually, when we depart from 
raii-rate type of basis for determining oOul 1 ces and use a 


em that is not related in any way to rail rates, arezns 
relatively favorable rail rates don't vet as much benefit 

outh and west that have not had such favorable rail rates, and 

rail rate into New England has been very low per ton-mile, con 

ito moving the same number of miles 1) the Opposite directio} 
Senator Monroney. Don’t you think it is a little more honest not 
te itto rail freight when 75 percent of your cars move by truck 4 
Crusoe. I think we are now in the era of air travel and actually 
ire using alr-miles when we used to a the only place 
i wet anvwhere Wis by rail, 


Vou 


Senator MonroneEy. But youare not using rail,and when you depart 


that: vou dle part from 1 the phantom, when the cars were shipped 
toa by real 





when vou don't move more than 10 percent that 


Vir. Crusor. It was a convenient and recognized scale used by 
rads purposes. 


Monroneéy. Tlas this last plan been in study for 


Piedad 


a lone tiine / 
\1 } 
I. CRUSOE. | have been personally studying il for Heariy H) vears, 


Senator Monroney. [f you went to an actual freight basis. 
Hinshaw bill would provide, you could still price your 


} 1 * } 
ou would cover the actual inbound and outbound freight, could 


such as 


Cuavs so 


not é 
Mv. Crusor. We could, but T cant think of anything that would be 
nbalancing and wreak as much havoe as that sort of plan [1 


put a tremende Us number of dealers out of business. | thi 
ild be a very, very bad thing to do. 
Senator Monroney. Do you ever think you will go to a uniform de 
ed price / \ vreat pany of the dealers advocate that. 
Viv. Crusor. I don't know how fair that would be. It would take 
{thinking for such a move as that. 
Senator Monroney. You feel that this move is more equitable than 
form price? You are taking airline miles, and the steps are 
dualand not too severe between the far distant parts of the country 
t aren bevond which the parts normally the component parts 
assembled car—are manufactured : is that right 7 
Mr. Crusor. We feel it is an essentially fair plan. 
Senator Monroney. Even though you don't agree that there 
titom freight, whatever difference that oceurred under the 
tem has been ameliorated and adjusted downward by these adjust 
lat vou made 4 
Vr. ( RUSOR. Yes, SIr. 


= { 


The connotation was that phar ntom freioht 
harged for something which didn’t exist and that wasn’t correct 
Mr. Yxrema. Could I make a comment with respect to transport 
ncharges’  T] think we could live with almost any kind of system, 
system that legislated with respect to so-called phantom freight 
Height absorption might prove very damaging in a quite ca priciou 


to thousands of dealers. I think before anvthing like kad is done 


Chat lave 


as areas 
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ould be looke iat from the point of view ot the well beino ot 


Senator Porrer. It also would be disastrous tothe independent a 
mobile produce sthat don’t have the vast ass« mbly line plant thro 
out the co mctry. 

Mr. Ynrvema. It would be very damaging to some of their o) 

ons, and you would wet a pl antom freioht phenomenon hk reve 
I think this is an area in whic 
to tne deale rsy sten) and tO some ot the factories 

Sei intor Monroney. Of course, the little factories are often quo 


1S] ing this phantom freight. It is needed for the big two 


ha great deal of damage could be . 


} 


not for can m. because they do not have such a thing 1 phar tom tre 
\ost of hem are on an actual delive rect ba Is ana bill hy whi i}¢ 
thei 4 car is delivered, whether by barge or by truck Ol WW 

cases the dealer m ay be given the right toc hoose the means by whi 


s delivered. 

Mr. Ynrema. I think any automobile company can live wit! 
nresent type of system, but [amt alii Ine about a system Ww der 
vou legislate to prohibit phantom freight and freight absorpt 
Chat kind of syste mm ioht put thou isands of d syle rs out ¢ { bus Hess 
might work h: ardship, | think. poss ibly for some of the smaller 1 Ht 
mctu ers, | it it 1s a much more SsePrjol us pl ‘oblem from the pom ot 
of the dealers than it is from the point of view of the manufact 

Senato1 MoONRONEY. In other words. the testimony nere on 
Miami case is that the assembly plat t in Atlanta would have at 
vantage 1n the Miam market over the dealer who h id the car tl 
wasmadein St. Louis. Isthat Ford made in Atlanta ¢ 

Mr. Secrest. The particular example is a medium-priced mak 
Our Mercurys come from St. Louis. We have no Mercury assen 
plant in the Southeast. Several of our competitors have a pl: int 
they shar jointly in Atlanta, and if you would like to see it, 
will pass out the chart on that. Iam not sure that it adds anyt! 

we nate yr fos INRONEY. Of course, the Mercury is such a vood ll 


shouldn ave m gt eles 

Mr. a rest. Well. if we can get $58 more for it down there 
we are getting how 

Senator Monronry. I would pay you $58 more than I would f 
Buick or another beeause I drive one in Oklahoma and it is the jh 


ear—no charge for the commercial it is the best car have e 
—— 

Mr. Crusor. May I proceed, Senator, with the other phase 

aes MONRONEY. ‘Yes: the committee has other questions. O 
quest ion before we leave this freight subject. I was trying to 
it—you me ntion the loss figure that this new freight adjustment we 
give you, $15 million, I think, you say on page 7. 

Mr. Secrest. Yes, I believe so. 

Senator Monronry. You say on the basis of present prices, 
company will pay over $15 million more this vear in freight cost 
than it will receive for its distribution service. 

Mr. Crvsor. Yes, sir. 

Senator Monronry. Now for last year, what would the transfe1 
Would it be a eve lit balance that would be transferred over to 


1) 


+ 


end of the vear to ap ply as a reduction tO the cost of production / 
Mr. Crusor. Yes, it would be. 
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Senator Monroney. General Motors gave us their figure. I won 
f you have yours handy. 

Mr. Secrest. What was the question ? 

Senator Monroney. The credit balance at the end of last year that 
transferred over to help reduce the production cost, the freight 

nponent charge. — 

Mr. SECREST. Last year our total distribution charge revenues, 

a fi lvhet COsts, There 

a 


. difference, the revenues were about $10 million higher, 


red agaist our total inbound and outbow 
Senator Monroney. You had a plus or plus balance of $10 million 
ich was transferred over to reduce costs / 
Mr. Secrest. Yes, although our accounting system is not set up to 
te the revenues and costs in that manner. 
itor Monroney. It was $10 million, plus, the difference in the 
you paid and the cost you received 4 
Mr. Secrest. Substantially. 
senator MoNRONEY. But that fioure cid not take into econsideratio 
st factors in pack il} 9 and cost of 
your assembly plants. 
Vir. Crusoe. Nontrels 


} 

Senator Monroney. Tl 
( | price. 

fr. Crusor. I don’t like the word “raw.” It was a very nice price 

Senator Monroney. What was the transfer on a similar basis for the 


eding year before vou went to the fret@ht reduction ? 


; { et a 
‘ 1 ce Operation aGlierentiai 
it costs were not taken into account. 


iat is just the raw freight cost ag~ainst the raw 


Vir. Secrest. In 1954—of course, these figures are affected by th 
nges in the volume in the various years—just roughly, Ll would say, 
54. before we made either of the reduc tions, the figure was be 
en $25 and $30 a car credit. Now we built that year about 2? millioi 
‘hicles. I believe, so that you would have from $50 to #60 million 
vear 1954, not counting the fact that for the last 2 or 3 months 
our last year our charges were lower. 1 would say that would be 
maximum, as far as this company is concerned, historically. 
Senator Monroney. And that takes no account of the extra costs in 
duction line and inventory charges. 
Mr. Secrest. No, or dunnage or loading or any of t 


t 


1 
} 


he additional 


Senator Monronery. That was the figure we wanted. But we wanted 
to be identified as not necessarily reflecting the total savings o 
ung of that kind. 
Do you have any further questions on freight / 
Senator Porrrer. No. 
itor Monroney. How about you, Senator Payne ? 
tor PAYNE. lL have just one passing question. 
\re you doing anything, Mr. Ford, with reference to seeing if 
re is anything to be worked out in the industry so that you w 
e a uniform method of providing for the gearshift? The chair 
expressed quite a lot of concern about that the other day. } 
he has no discrimination against any automobile, as near as 1 cai 
cure, except he hasn't driven General Motors. 
senator MOoNRONEY. Oh, yes, I have a Buiek here. I am not part 


’ 


Sail. 


senator Porrer. He isa three-car man. 


1 
1] 
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, . . 
Senator Payne. You mentioned Chrysler an | Studebaker. 


senatol MoNRONI y. LPamacollector of old usedl Cars. 
Senator Payni I asked it because the chairman brought ip 


fa car and pi 


pont that sometimes you get behind the wheel « 
button and find you are Zong back wards Instead of forward be { 
morhel ar pro, ded otherw ise, 

Mia. Forp. This is strictly on the push-button type of automat 
transmission you are referring to. Referring only to our own 
pany, we have not at this moment any push-button automatic trar 
mission. We plan to go to push-button automatic transmilssic 
probably in one of our lines next vear. Within the company we d 


t 


ssed viiether each one of oul divisions should have them the sah 
mid because of =tvl hg requirements and other thing's it even beenn 

bea sible fo. us, WItThIn Our OWN conipany, to have them all the si 
ind for wood commercial selling reasons we feel that it 1s probaly 
wiwise to exactly follow what somebody else lias done im colpetit ( 
Now, fronia safety stand po ht you have a very food point and a vel 
valid point. 

Senator Payni Well, that is the pome the chairman was bi 

uy up. 

Mir. Crusor. That isa matter the SAE will probably take care of 

Nir. Torn. lliey probably will, but there are othe problems of nye 
eering which minke if somewhat unworkable 1k OUP Case, 

Senator Monroney. It would be worth while for the Sox lety ¢ 
\merican Kngineers to sit down and see that it is standard if the 
could make it so. Arent their oreat advantages that flow trol 
safety and not smushing youl fenders when some guy im the parkis a 
iOt Is trying to squeeze vour car in between others. 

Mr. Forp. We have some practical problems as far as engineerit 
s concerned that also cause havoc when we tried to do it. 


senator Monnront Es We have another vote and Wwe W il] have to reces 


temporarily. 
( \ short recess Was taken. ) 


Senator Monroney. The subcommittee will be in order. if vo 
yitd like to do so, Mr. Crusoe. you Call proceed with your section o1 
bootlegging and the other menibers will be in as soon as they can. We 


nre trving to get through tonight if we can. so we can accommodat 
you folks to getting back to making more cars. 

Mr. Crusor. Thank vou. 

One of the basic premist s of our business is the existence of a nati 
wide market for automobiles. When we talk about the automobile 
industry, we usually discuss it in terms of totals—total production 
fora year, total number of dealers, total number of sales, and so fort! 
It is easier for us to consider the market as a national market—the 
total market and to relate it to the other totals with which we are 
familiar. 

\ctually, we do not distribute our cars in totals. With few excep 
tions, our dealers sell our products one by one-—to ditferent people, 1 
different locations. In order to set upa systematic sales and distribu 
tion plan, geared to individual market needs, we start by breaking 
lown the national market imto its component parts. 

The whole market can be divided into about three hundred major 
marketing areas. Each of these areas has its own unique characteris 
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Dat 1) has a pecial economic atmosphere which is affected by 
hie sual factors spending habits, income levels, the relative im 


rrance ot industry ana aoriculture, and the degree to which the 
isons and the weather m: iv affect the area’s prosperity. 
ach of the 300 areas may be divided into smaller markets. All of 
ue equally subject to the same influences which, in turn, must 
taken into account if we are to obtain an accurate estimate of the 
e} tials they present for sales. 
It is not enough simply to know about the differences and variations 
the various segments of the national market. We also must be pre 
red to do something about them. The knowledge we acquire in 
r continuing study of the multifaceted national market is the foun 
on upon which we build our integrated system of factories, as 
nbly plants, and dealer locations. The relationships here are intri 
e and interlocking. 
Ifaving established our network of production facilities and out- 
our next task is the establishment of sales objectives, or targets. 
ese sales plans are developed in coordination with the individual 
iler nvolved, and are based On our joint appraisal ot the specific 
uirements of his trading area. 
We and the dealer are served best if the cars he sells are moved into 
neral market area which his dealership is intended to serve. 
iwing established our national goals, it is necessary that we strive 
Live fullest possible development of each dealer's natural market 
ea. If our competitive position is sound in each dealer area, it will 
-ound in the aggregate national market. Our total market strength 
only equal the sum of the strength of its component parts. 
Bootlegging undermines all of these carefully laid plans. It not 
vy destroys the balance and validity of our national planning but 
rs the development of the local markets, on which our dealers 


ive based their mvestments, and on which we have premised our 


nvestments in branch assemb ly p ylants and factories. 
Ford Motor Co. has been. is now. and alw: avs will be fundamentally 
posed to bootlegging and everything that goes with it. We are 
ful that the surface dangers of bootlegging, like the visible por 
of an iceberg, are only an indication of the damage it can wreak 
he entire system of automobile distribution. 
\s faras the management of Ford Motor Co. is concerned, we will 
every legitimate means at our command to curb bootlegging until 
eda COMes when it becomes al rarity to find ; ¢ i Ford Motor ( ('o. ear 
bootle@ channels, 
Bootlegging is not a new phenomenon; nor is it unique to our in- 
etry. In various forms, 1t has plagued many other industries. In 
Ls )5) report on the motor vehicle industry, the Federal Trade Com 
on said this: , 


} etice of a used-car lot operator, filling statior attendant, or othe 
1 not authorized to act as a new-cur dealer, who has little or no overhead 
vho frequently is a fly-by-night operator who purchased distress merchandise 
mers and resells if at cut prices, has long been bitterly complained against 
ealers and deplored by the manufacturers as unfair competition. 
Dur e the per iod followi ing the Second World War when ec ars were 
irce, there was no incentive on the part of authorized dealers to sell 
r cars in other than normal channels. They could sell all they 


ld get at retail and ata eood profit. 








With the return of a buyer’s market in 1953, some dealers began 
practice of selling some of their cars into bootleg channels. In do 

, they o nerally realized less GTOSS profit than if they had sold U! 

irs at retail: but the transactions involved little or no sales effor 
[It was a form of qi Ick profit business for those dealers. It was det: 
mental, however, Lo the dealers locate in the areas in which the Ck 
ultimately were sold to the retail customer; it was detrimental to t} 


the public: and ultimately it was detrimental to t} 


product and to 
business of the otter d he dealer hime 7. because he was failing 


develop his own continuing, repeat market for cars. 


put fudies and obsel itr \ thi | ( ce hoot iy 
} . ] ] } 4 ° 1 1 
taught us that it the popular car—the « most desired by the p 
1 ] ° 
lie—that 1s sought by e bootlee rato dom often "4 
s : ' ’ 
} bootleg cl nel Phe irs often app early model ve 
' ’ 
vV tT} Va mad 1¢ new) ppen mos ) i 
| 
( I} OT ( ! sl ] l Lie bile Vinel ne all orized ae ‘ 
stocks are the lowesi Indeed, some of our ca have appeared 
1 ts ] c 4 { ] ¢ ; los ¢ 
used car lots even | re the mia rock on dates of t! 


models. 


The appearance Of manv oF Tlie “urs In vootlem channels mh rece 
ae , 

veal nas res ed iro { e ol Cars COl V) it \ 

’ } ' ’ ' 
( ( 1 hye i rok) ( ~ } if y } ' 

1 
ness of | o Cars id grown tremendously du 
early post Yr Ne] yay A ( { 
’ ‘ 

the? n ell (on j \ | etu ( ( evitl 
mark } t re Wweyc } xv de? hy | 
naAarhe ne rnere Wa ( ioe i eK ( ry \ 

> 1 ’ 
e] 1} Ives it ( ( i ~ j ri ¢ { l 

4 

DUS - iA number 8) t} ~ he Q] ( 
they could resell to use cen =. ut roht ! vh 4 

‘ ’ 
it low fleet-o1 er pl es TrO 1 ed dealej 

] 

Ti ee ome enr-leas oO ¢ Da ( nai tleet } hecame 
broke} \ Same til 1e ndividi IS. See o ie Yl + ) 
port es i pro Ss we Mal i posea | i } vider 

I 
44 ] j — : 
eer users, anc ¢ tered ft 1e ] wy Ca brokerage bus Hye 
— : 

On February 954, Mr. Ford i letter to all of our dealers 

] 41: 4 . } 
which he outlined the reasons why bootlegging is detrimental to 

’ 1 ! } — ig 
cit ers, the product. and the pubi1 Lic nwhieh he asked ne ( 


dealers refrain from the practice. A copy of Mr. Ford’s letter 
tar hed as exhibit I] 

(See Ford appendix, exhibit No. 5.) 

Since Mr. Ford sent his letter. we have made a number of invest 


: - 
t1o] : of the bootlegging problem In ts various forms. We have dis 
cussed it with our national ce aler count ils, and we have disk ussed 
with individual dealers \ ose cars have been found in the bootleg 
m irket. We have come to three basic con lusions. They are : 
(1) That sales to fictitious fleet owners usually posing as 
leasing ¢ mpanies omprise a high percentage of the initial 


sales made into bi Ot leg channels by authorized dealers: 

(2) That some of the current model cars that turn up on user 
car lots were sold innocently into boot leg channels by the autho! 
zied selling dealers: and 

(3) That the total number of new Ford Motor Co. cars moving 
in bootleg channels is not substantial, relative to the total numbe1 


of new cars made and sold nationally. 
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1) SCUSSINY these conclusi ls in order: 
in the summer of 1955, we analy zed the sales re ords of about 3.700 
rd cars that were reported to us as having turned up on used ear lots 


saleas new. We found that they fell into five categories: 


Parties to whom originally sold by dealers 


es 
‘ { 
i t 
° ] , ] ] . 
Ve believe that substantially all of the sales to the used-car dealers, 
of the sales to fictitious fleet owners, were know) » Have 
tleo sale when made, Most of the othe ale i however, 


lv were made innocently by the authorized dealers involved. 


since ¢ rly in 1954, approximately 15,000 new Ford ears have been 
ted to us as having appeared on used-car lots. We realize, of 
tha these are not all of the new Ford ears that have 
Way 1nto bootleg channe] ‘ Assuming howe ver, that | 
this number actually were bootlegged, the total number of Ford 
otlegged in the 2-year period would be only about 2 percent 
e total number ot hew Ford ears marketed. We are Fully 
nevertheless, that at specific bootleg outlet points, the per- 
from time to time has been considerably higher, and in an 

to be seriously distressing to our local authorized dealers. 
been asserted that one of the principal causes of bootlegging 


been the alleged foreing of cars upon dealers by manufacturers. 


not been the pohey or practice of our company to force cars 
S dealers, 
Under our procedure, field managers receive from each dealer in 
V part of each month his order for the next month and his 
ited requirements for the following 2 Z months. 
he field m imagers assist the de: iler in this connection by proy iding 
nt information from registration data, 10 ne ly report sales 
| stock figures, future stock level and market penetration objective 
evious estimates of requirements, and other mar! data. 
Che numbers and types of ve hic les ordered as! he dealers are the 
of diseussions with the dealers by zone a. district sales per 
based on the dealer’s sales plans and the pei formance of his 
hg competition, 
| * prmmary objective ot our company and oul sales ora@aniZation 
o realize the maximum sales of our products to the public. To 
eke h this purpose, our sales personnel have been schooled and 
tructed to work with our deale ‘rs, while at the same time maintain 
in inventory of vehicles in balance with the requirements for these 
les. Deliberate overstocking of any dealer is totally at odds with 
our plan of merchandising. 
With the exception of a “few brief periods, Ford Motor Co. products 
have been in short supply throughout the entire postwar period. Even 


; 
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ntrols were ended in the middle of 1953, we 


able to meet the demand for our products until recently com) 


itter Crovernme! 


not 


} s ° 
facilities, at d -Oome Si iwkening In the veneral market, made it 
bl We were in the fortunate circumstances of having such a 


ible poe ducts to otter th iil we were not col fronted with the prot 


oversupply of our cars 
Until December 1955. the stocks of our Ford car dealers. in te 
of d Lvs’ supply, were far below normal working levels, and we 
iow the average ot the industry as a whole. A 30 day SUP} 
ears tradition ally | 


: as been considered a minimum working leve 
our industry. Here were the Ford car dealers’ 


stocks, by Mion! 
m 1955 as compared Wit 


l 


h the rest of the industry 


DD 

Ht 

if 

9 \ 14 
1 11 4 
1.4 
\ s () 13. ¢ 

' . 

‘ \ 4) 
) } 


Keven though our days’ 
cars, at no time did we 


supply increased at some points to 2 
have more than two-thirds of the cars t 
hn the hands ot the rest oft the inclustry. snd at 
ot ° ! 


i¢ 1S exceed what Is venel lly considered as lin 


no time did « 
5 eeneeee working lev 
During most of 1954, and for the first 11 months of 1955, 0 
plants and most of our other manutacti Ine operations were runn 
ata high rate of overtime—30 per ent during most of 1955. Not 
December 1955. did our dealers’ stocks reach levels which 


i would 
dicate any reason for redue ng our schedules. We are how oOperal 


UP asselil 


on nm puns calculated to provide only for the necessary mnintenvrnee 


oral ] ocr? . ‘ 1} 
our aqenters stocks fo! the selimmoe senson.,. 


Wi I ive considered the several hills that have heen introduced 


remedies for new car bootlegging. Most of them are commented po 

nexhibit L, attached to this statement. 
(See Ford appendix, exhibit 6, p. LO7T9. ) 
We cdo not believe that legislation m this 


fieldisthe answer. Rathe 
nour view, the solution hie In active attention to the problein bv tl 


ers and the dealers and etlective merchandising by { 
dealers in the areas wherever new cars appear In bootleg channels 
Phe bootleg dealer really has very littie to offer the customer. J 
mnorized denler not only can meet the bootlegger pricewlse, but 
has the added appeal of all the benefits associated with an establishe 


i 
} 
pel nt business house. 


tilt 
The dealer's best Means ot combating bootlegging lies in Mspiring 
public confidence in himself and in the franchise he holds. Hs bes 
chance of suceess hes in the manner in which he treats his custome) 
smaking an important investment when he drives a new 
car home. Ile expects and has a right to expect 
first-class service. If he} 


iSvery buver 1 


s convinced that the dealer’s personal atte! 
fion ana interest extend well beyond the original purchase, he will 


t 


fair treatment and 
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ore inelined to turn to the dealer—and not to an unknown boot 
egver—for his next purchase of a new car. 

We believe that our recent adjustments in distribution prices will 
ive a very salutary effect in reducing bootlegging. But we shall not 


top there. We shall always be alert to every opportunity for im 
rovement in our methods, and will continue to work with our dealers 
to minimize the leakage of our products Into bootleg channels. 


Senator Monroney. That isthe end of the bootleg: 


roy 


he phi tse ot VO ll 
tafement ‘ 

Mir. Crusor. Yes, sir. 

Senator Monronry. Mr. Crusoe, if the stocks were so well balanced 
is your statement seems to mMdicate, and generally Kord Motor prod 

, have been in short supply throughout the entire postwar perl cl, 
ow do you account for the answer to question No. 11, in the poll 4 


Weasked: Is new car bootlegging caused primarily by—and then we 
d them check one or more answers, Including “vigorous compet 
"7 “overproduction,” “weak dealers.” “too mat \ dealers i terri 
orv. “freioht differential” “unethieal franchised dealers.” “lack of 
1 


itorial security,” “fictitious fleet accounts,” and “other.” 
Phe greatest number of the answers blamed the cause of bootlege! 
“over production’ —15,581 answer that they felt that that was one 
e prime causes. The next. was “pressure from factories to take 
ears than needed” and 10.992 dealers cheeked that, giving the 
reponderance to those two. They were asked that wdvisedly, because 
ere trying to establish whether in the dealers’ mind this overpro 
on or overpressure from factories did create the willingness of 
rdimary franehised denlers to dispose ot their cars to unauthorized 
ersons. and by far the preponderant checks were on those two 
iesttons. 
Now as I say, we have not intended to make public the individual 
company breakdowns, but we will supply, if you are interested, the 


umber of Ford dealers answering that question——for your own pet 
| ; 


sonal advice. That mav be of interest fo vou, 

(See appendiff, p. 115s fT.) 

Ir. Crusor. Senator, that is of interest, because the facets are that 
Vt did not have enough ears to sery ice our dealers generally. 

Senator Monroney. Yes, generally, in the United States, but at the 
same time cars might be in great demand in Oklahoma, you may have 
them running out of your ears back in Maryland. 

Mr. Crusor. Well, our distribution wasn’t that imperfect, sir. It 
s possible that in some areas they could have more cars than they 

ould need, but it wasn’t necess: ry to sell those into bootleg channels, 
because in the next succeeding month he didn’t need to buy as many 
Cars, \ctually bootleg@ing could not have existed unless there was a 

ortage of cars nationally, because that is what made it. 

Senator MoNRONEY. Well, hot necessarily, The shortage of cars 

il onally doesn't necessarily make it. An overage of cars nationally 

nuld encourage the franchised dealer to dump t] el at S2Zo above his 

t because he had too many in stock. 
Mr. Crusor. But bear in mind the bootleg man had to sell them. 
Senator Monroney. But there is alwavs some hot-shot used 


7 "11° . . > . ’ ! 
CUlel willing to pick lp the car for S25 above the factory cost and 
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1 1 + ! y 
maypoe re some kid to drive them and tow them across the country 
i ther sv. Now vou have truck ata very important cause mn 
duction ot the fre rht d Terential, which is YoIng to make it 


prolitable for these cars to be driven away from Detroit, but « 


: 
eXps e e th our various dealer groups with wiiom I have met a 
Oli naividuals ith whom i have talked 3s that you are having 
} \ 1 r S ee : 
reased incidence of bootlegging from your so-called stimu 
] " . ' - 4 
dealers who have a oV-car marke md are pulling ove ar rate Tl 
vou tory md who tind t ar way nto the channels of trad 
} ] ] 
lt} l e Por { (re ] 1O \ 1 i¢ Ot rr Th) enurs come ol 
ii = = 
Detroit 
' f 4 } 
\i \ I se 1 - i l OLN ‘ iD I+ | ord ao 
e stin tor md Ford has been di tely short of 
| t i } , + ‘ narallix | > 
( ive ida Cl ( hi 1 il vers, \ ( ty bee 
i \ j | 1 
( | i Mio 8 ON — } i ~ Lhd () ie hat e¢ ] 
aea eusa car ih pootieg that e aid it ecause 1f Was 
I'é ! LNcLIse (tt rot aA Vv rood rohit o that en 
be i tne cars ere } “rood nand hoot! eer Could } 
hie Yr 7 mt ontop ot tfand vet re (| l ) ict I a 
| ; ] ! ‘ 
I Live DPT isaie Tor nl ort f tis fi a n this ul I\ t al poi d 
! Oot re ult tf LEY ~ i ‘ if tf ( Ly ox 
i { 
: ’ 
“ or Monroney. Well ve} elline the cominittee, 
} | i} | } | 
ul v7, % t po mweers are Sell yr the enrs over the me i qe 
1 1 
D Luise re is SHorrace ra t demand for ford 
. \ { } ; eo j i 
URI E. Our analyse ive Indicated it bootleeeers cene 
« oly price ror cat t ou coutid buv t! Si ear tor tre 
i 
tiv | 1e) 
' 
nel (Lol \i RON] I lh) { (I » that \ , »\ it i s vou §: 
i 
the hnance pack, aha se forth, but the advertised pr S oT the cars 
| } } 1] 
the bootleeging ads I have seen across the country are generally co 
1 1 1 . 
siderably below the legitimate list plus delivery available at the reg 
1] 7 : 
iaritral sedi Gdealel 


I 
Mr. Crusor. I think there has been a oreat deat of misintormat 
1 
I 


itleoo no, al d I ~ould like to ask Mr. MeNamara to addr 


mself to that, because he has personaliv followed it and has sé 
specific information. 

Mr. McNamara. Mr. Chairman, as part of our continued efforts 
Stump out bootleg no, we have made a number of tucdies of the boot 
legging process. ‘To conduct one of these, we hired an outside mark 


researen firm, Market Facts, Inc.. which shopped a number of boot] O 


] ; 


market . areas of the country in which bootles Ing Was prevalet 


< 


«7 
neluded amone which were Charlotte, Houston, Denver, and Wichita 


In those markets they compared the cost of purchasing for cash a 
1955 Ford car from a franchised dealer versus the cost of purchasing 
r, exac tly hie] ti al in all respects from a used ear operato 

In the Houston market they found that the cost of purchasing from 
igher than the cost of purchasing th 


} 
such a car 


a used ear operator was S156 hie 
1955 Ford from an authorized dealer. In the Denver market it was 
$146 higher from the used-car operator. In the Charlotte market 


there was a $39 difference. in that case, in favor of the used-car 


oper itor. 
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j i \\ ehita bharket there wa Ll wy Wihic n tavor of the 
/ Ford weuiel VY", biaade phan Ciict orn number of ot ! 


1 ' } | 
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’ NASA \\ ¢ l mow se trith l 1)? elit rive 1 ? 
i } } 4 
‘ i Li |) ( O} Vial 1 DO] rah «¢ ! = - { 
Pere it. 
I : 
_ tor MONRONE)Y What is the same pe Va ecentey ! | 
t 
il M is 
\f f \ 9 ] 4 ] ’ 
i \ NAMARA. | dont know whether theirs is in etfec 
AT 1 3° ] | } 
ne I VIONRONEY llov mong have vou har T DO Vy 6 
| ‘ . , J | Duss ong } ; ‘> : P ee : 
M I NAMARA, Mareh l. Prior tO that 1f Was bo percent for labor. 
} ? 
sel ) \LONRONEY. He would now vet the same labor price a 
i 
’ 1 } ' 
urged Senatol Potter, o1 whoever est Ve (i bt ov if ¢ 
foNamara. Exact] 


“41 } 1 4 3 a 
itor Monroney. On the fleet cars that are brought im, is there a 


] 


that woes to a large volume dealer that would make it profi 
le for him to sell to fleet owners in order to reach a bracket in which 
discount from the factory would go up / 


[ ‘ r . } . 
Mr. McNamara. No, sir, we make no discount to our dealers for 


tor Monroney. Since when ? 
Mr. McNamara. We do on sales to governmental units allow the 
era special price reduction when he bids for those sales in compe 
ith other dealers. 
or Monroney. Also do you bid against your dealers ? 
Mr. McNamara. Wedo not. 


senator 


= / 


Monroney. All of your governmental deals go through 


our dealers / 











ee ] ] l 
Senator Monroney. And von work with him to meet the compe 


Mr. MoNamara. Exactly 


- ‘ t ; - 1 ‘ ° \ i 
Senator Monroney. Tle cant. of course, expect a normal proi 


more than the factory does / 
! rN rey) 
Mir. Ma IN AMARA. i icut scorrect, 
Senator Monroney. You consider it of certain value to have 


fleet ot hrehw :\ }): tro] Curs be ne Kords nstend ot Genern] \] yt 


al> 
Ir. Nik NAM R Well, there soa lareel volume of sile ia, 


er cul cept a lower profit per unit because of 1 


Senator Monronety. And there is a good will attached to th 


too. Do vou run into any cases where the States are actually eet 
freeride on th l patrol rs, buvine them ul suc] al lov moure, u 
them for 6 months, and then dumping them into the slightly u 


hiarketl 
Mr. McNasrara. Tam sorry, 1 couldn't get your question. 
Senator Monroney. Do vou run into many dealers where deal 


have reported to vou that the price is so low in the sales of fleets 


rTrOUDS, the stat 


cars to muni palit es or to State highway patrol oO 
actually get the free use of the car for 6 months or so, being able 
resell the cnr as a used car at ah onel price than they brought if ne 

Mi. Mi NAM ARA. I don't know of any particular instances, 
but the competition for the business is intense and it has forced t 
price down in many intsances toa very low point. 

Senator Monronery. [ have heard that Fords were sold as Jovy 
S1.000 1n ¢ alifornia and Pe nsvivania fol public use. 

Mr. McNamara. Iam sure that isn’t correct. 

Senator Monroney. Would vou check that ¢ 

Mr. McNamara. Surely, we will be delighted to. 

(See Ford appendix, exhibit No. 12. p. 1085.) 

Senator Monronery. Some of these things vou hear vou are not sw 
of, but it is a good idea to verify it and it may be the case. Now ther 
Is no Way the dealer would be en ‘couraged to take on leased ear deal 
at a low profit to build up his volume for a greater discount; is that 
correct 4 

Mr. McNamara. That is correct. 

Senator MonRONI Ne Has that long been the policy of Ford Mot ! 
Co. ¢ 

Mr. Mi N AMARA. It has been as long as | have been associated Wit! 
the Ford diy IsIOn, Sir. 

senatol NIONRONYI Yy. so there would be no profit to takine On lare 


> ) » ! 
senile deals which would find 
; 


their wav into the bootleg market / 
Mr. McNamara. Definitely not. 
Senator Monronery. And the ears bought by dealers to sell to lea 
purchasers carry the same 
of the publhie / 
Mr. McNamara. That is right. 
Senator Monronery. No ditfterential / 
Mr. McNamara. None at all. 
senntol Nios ROONEY. Whateve1 ditferential there is is the deal tl 


( iler has made with the fleet owner / 


~2 ice as the cars he normally sells to the re 
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Viv. McNamara. Yes. 
senator \IONRONEY. And if he buvs them cheap enoue He PELV be 
to turn them over every 6 months as shehtly used cars and re 


urehbase new car for a lesser amount than he vet for the used 


\iv. Me NAMARA. That is perhaps possible and if depends On the taal 
t conditions at the time and the relationship between new-car prices 
qd usea-car }! ICe@S. 
Senator Monroney. Senator Payne. 
~/ ito! Pay NE. | hope before Wwe leave this we m olit VO MNO The 
ther cnse in Chicago in order to get a clarification of some of the 
oints brought out there. 
senatol \MIONRONEY. ‘This would be : L 2ood pot for that. We did't 
ttoiierrupt Mr, Ford’s continuity this morning. 
Mr. Foro. Mr. McNamara is prepared on the » Ratner ease. 
Senntor Payne. Mr. Ratner spok e of the heavy production of Ford 
the Detroit a d Chieago ar eas, Ford Motor Co. distributing the cars 
ey produced to a few sources rather than distributh 
to the dealers throughout the country. It vels bae 
au the chairman is developing. ‘Those dealers then become the 
ributors. He says: 


r them equita 


iv 
‘k to the pon { 


Qfttimes IT bought cars from these favored Ford dealers and paid them over 
mou fheyv had paid to Ford Motor Co... and so did other denlers "| hey 
more than they needed The rest of us were always in short supply, but the 


tinued to go down Route 66, and it became a joke 


And then he woes On Rissa he method by which they were 
ed by—apparently as T gather from the testimony—by the assist 
eofa Mr. Yando:am Trieht on that / 
Mer. Roberts, and briefly by a McKenzie, I guess. who is no longer with the 
any, that they not pay too much attention as to where they went, but 
land get them out into the field, but be sure to get them registered in Cook 
don't let them be registered anywhere but in Cook County 
Ile claimed in his testimony probably you have read It, or Vou 
may have—that he made checks on several of them and there was no 
ichh Thame, they didn't even live at the address where the reaistration 
is nceredited to them. This is simply developing the point the chan 
in is bringing out about the cars that were getting Into the so-called 
ootleg channels or out into the field away from the area in which they 
ire supposed to be, : 
Mr. McNamara, Sir, your question and comments raise a number 
OT points I would like to comment on in orcer. Kirst, the statement 
it we had excess production capacity in the Detroit and Chicago 
reas which we wished to utilize by distributing cars in those arenas 
to certain dealers who in turn become distributors to other dealers 
to used-car operators, as the case may be, the fact of the matter 
- we have for years been short of capacity in the Detroit and 
hicago areas and we have been back hauling from our other plants 
nto those areas at a very substantial cost to us, amounting, on the 
verage, to approximately $50 a car, I think that is an appro ximate 
figure, which means that for eve ry car that we have sold in the Detroit 
d Chicago area which subseque ntly moved out of those areas, there 
was a penalty tous of $50. That is the first point. 
Phe second point: Mr. Ratner refers to a man named McKenzie. 
10m, he states and IT believe his exact words were—that he 


1 
vt} 


. meunn 








92 ‘ 
L036 AUTO } RK ( I ( ( ~ j 
MeKenzi old o me fleet orders tor a pr 
' ] t ) 
a tion I] else ce ieratcion Wa hat OWLY a porte 
’ ] ; 
CR so allotted for such fl would be given to the fleet use: 
1 
ft res Oo ld old the black marke l i tne proceeds wi 
’ ' 7 , 7 1 } 
) | rs \} \i Hy 7 } i ( ient mn the released te 
! } ? 
f } ma eomiriit t\ Ol Lew aranl ph PUPLCNer GOY 
.f 43 1 
} \ \] Ke I ll" ¢ bh pri \ | i ] na nad 
1 _ ? 7 
( ) 4 it Vi 
T TY | 
| } YCOe THE ! c'¢ t Wi \ ) 
aetig ato e! pioy } ! if 
! ! ] é l ( ! 1 ] G is that were we 

ec ( ( 0 Area and it was one of the main sou 
Gi Y) | 1 moOof iene \ ieé 1) tr rea Lh | it WAS CO acce 
plish it that we a l tlated these 15,000 serial numbers which 

} 2 ca sl ] . A { } lictril 
l ed down nto our pla : G througn our plants to the aistrib 
I 
Sa : : 

rs rollowing Ww Cc we discussed with those dealers 

| ] . 4 a | » ti ln 

rho W 1 they were tOlnge O thel owh business in the ion® } 
: : +] } Pa. } } 
i i to { ) Ss oT ot « r ote. deale s. riave i agequate 
omn au} ou made 4 
’ x . ¥ ? } 
Senator PAYNE. yes. Lhe reason Il asked them because | 
] 4 ete ; ‘ 

o i y STA to evel SLOrY. You Can heal ) 
ste ind unless you hear the other side you never get a com] 
pictur 

© ¥ t 17 1.2 } 
\in VicNAMAI it vou \ . i WOU be metig ited to comment 
Z 1 , ¢ 4 +4 r . . tr 2 
1 rienoeth « Mr. I tners testimony. [here are a numbet Oo 
Ol er erro 
' ’ 1 — 
PFenutcer Vi NRONEY. & ! | would be beneticial, because 1t was 
‘ . . : ] ‘2 1 
ase where there were a t of things said and certainty if you hb 
ad a chance to 0 ovel ii | THINK THIS committee kOuid he interest 
Im hn ne the otner s ae ott mIectUure 
‘ , 1] ] } 
Mr. McNamara. Then I will read from some notes which I h 
developed un the t mony As | understand it, the gist of Mr 
) 4 | 1 = 
Rat er Ss testimony petore 1 s committee was that e had been asi 
cessful dealer in Ford products in Chicas d, Lll.. ra pel od o ! 
proximately ZV years, that 1 ntii recentiyv the company had been sat 
es ] +1, | ‘ , ) . fF worn T and trie arhiich « tac] 
ned W ! ms safes volume OT hew Cars and Trucks, WHICH amMmMouUuUnteG 
“TT 17 yf BE } » ‘ ae | 17 tha } r { POA tha . ) ‘ 
apout o units per vear: that in the spring o PJvot THE COMpany 
1. } bei oe Lan 99 hoe) ae cM O68 oo ; 
Suqaagenry and unrealistically, econciudged that he sh nuild wsSpose oO 
- . ’ - 4 5 i we a7 4 s > . 4 
| Cal ind Zo new truce! per Ci , tha Mr. Ratner retused LO 
attempt te sell such a volume of ne\ units and, as a result, he W 
: Pas " 4] : ES 
terminated and required to dispose of the assets of his business at a 
rr't t le ssto himseli 
tT } ? 
wal: cts, Cc (eve oned hy our ivesti@atriol md ndquyriies, are ti 


f 9 

Ford Motor ¢ 0. WAS satis ! ed with \ir. Rati er'’s opel itions in the et 
of Chicago until the forepart Oo} the year 19. 

At that time the company concluded, as a result of a study by 


special group from its Ford division general sales office in Dearbort 
7 ] 4 7 | 4 ; lL] | a | nr + +] 
Mich.. iat the market potentia established by the company ror t 


metronolitan area ot Chicago cel erally, and for this dealership in 


Pp irticular, were much too low. The results of this study were dis 
cussed with Mr. Ratner early in 1954. It was pointed out to him that, 
ed on t study, he should be able to sell 1.050 new cars and 2 


] > 
new trucks each year. 
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senator MONRONEY. What had he been selling before / 

Mir. McNamara. He had been selling on the order of 475 ne 
rand about 40 new trucks a year as I recall! the figures exactly. 

Mr. Ratner replied that he could not visualize the possibility of 
er hip achieving the sales volume that the study Indicated wa 
ble. He indieated that, if the results he had been achiev 


cation were considered unsatisfactory to the company, it we 


AV 


ect for all concerned if the company were to attempt to find hi 
luvel 
\fea? le tne compat contin {to \ rk 1 t] MIy I tne 
| o persuade him to hire More ilesme ind t l ise l} | 
lac nd | . profit | | ! iim ( one! ’ ( ppro 
ely 15. were held with Mr. Ratner by the local Ford distr 
resentatives. In the course of these conference Mr. Ratner ac 
Lt] ul the sales potent Lt f his dealey hip locatio "i { le 
or above average, in compar on with the other 5¢ Chie 


ronolitar Ford dealerships. 


4 ] ] } ~ 
eT VAS ¢ mypelled tO aaniit Vso That his qMeniel mp repe ited \ 
| last. Ol close to last. i ale volume ngs compared \\ | 


Ford dealerships in the area. 
(mone the principal reasons for the pe 


lership (North Grand Ford) was the fact. evident fron 


which shows that he had an insuflicient nun 


rOlLloOWING eh it. 
cl i that they produced too fey sale per my 
4 
| { rune O\ dia ho the we 1¢ 1 Fearn \ ( ) Octobe 
~ humbel ot {r. Ra hers le niet \ Napa 
1 y;* ] » 
‘ werage 10P I otner fore cit if ) 1¢ rit Vy oO] 
‘ 1 
‘ men v . rear ( 
( eI \ i tj )) Vil ite] roe) ¢ | I | i | 
C oO Hetween § j ra| I~ for tne ot] ‘ae re ! i 
} 
{ \ oO} ou e. se| y ( } 
2 A 
l Q) ce ) woener, probab more thay or f eC] i 
ea l mn th rite wine } toe} hy roh nila be | 
1 . 1 1 
i tt ( i hei 1} 4 if i { ’ ’ i | i r } 
" } ’ ! } 1 r* > 1 
OF Tact. both took place. [Tis prohit were low, he was oper 
a lO and our flew indicate that Be tlled gross protit 
ew aha used units per new car sold, which is a fair measure of 


e actual net price to the customer, was approximately $102 higher 


i 
than the ave rage for the other dealers in ( hicago, Meaning tha 
other customers, because of his high selling expenses, were paying 








iV w1LOY 1» ir purchased 4 m him than were { 
ers of the other Ford dealers i territory. In Septem! 

both the district and regional sales manegers of the Ford D 
ted Mir. Ratner’s dealership and told hun of the com pal 

Serious Concel Ver s Jack of sales and consequent profits. At tl 
meeting, Mir. Ratner expressed the opinion that his sales could not 

rer ‘ substantially. and he further dicated that he would mia 

0 effor fo neni the volume of sales that the company heliev. 
{ ie 71 if ()] . 


Senator MoNRONEY. Ris it there could vou amplity a moment. 1] 


“US ne somewhere the nerehborhood of 500 ears and you h 
eq q ») f 

Mie. MeN ‘ae '¢ 

s vy Monroney. Was customary for other dealers int] 
men te Yr vena double quota 

Iv. McoNaarara. It wasn't a double quota, Mr. Chairman, but rath 
i (| ifion to hilm C! | . market potential Was s ibst intially 
eEXCESS ¢ s present sal level 3 . 

senato VIGQNRONEY How was the market po‘ tral arrived at / 

Nin. MIGN AM AI yy tudy of the population m the area, the nun 
ber of fumules m the area, the number of cars registered in the ar 


Lad Five mecome levels f the average family in that area. 

= to VIGNRONE)Y Ilow would that collpare with the market 
penetration on those cars at that time: was the 1.025 bevond the ave 
i | : Se : 

Mir. MoNaarar [ am not sure | derstand your question cot 

ily. but it indicated that he was not penetrating the market that 
existed there for |! V-priced \ icles 

Senator Monroney. By whose decision, the sales manager / 

\I : NI NA WARA. No sir: bi sed upon the populat OW data. the CA 
eoistratie cat S mad the neome data. all of which were public infor 
1) 

Ne | itor MIONRONE) Were the other dealers running 1.025 cars 4 

Mr. McNamara. i ie other dealers were averaging about SdO units \ 
that time, I believe. 

Senator Monronry. Wer they raised, too / 

Mr. McNamara. They were raised, also. yes, sir, and as you wil 
see, tl action that has been taken since that time demonstrates th: 


t 
If I May go on I think I will come 


recuracy of our market study 


to that point. In any event in September 1954 the regional manage 
ind district manager met with Mr. Ratner to discuss with him ow 


serious concern over fits leas k of Sries il dl consequent profits and at th it 
meeting, Mr. Ratner expressed the « pinion that his sales could not be 
increased substantially and further indicated that he would make no 
effort to achieve the volume of sales that the company believed could 
ve made Tre mthat locat On. 
134 the end of December 1954. Mr. Ratner’s dealership had not im 
proved its iles performance, it reported total new car and truek 
) S units, with a net loss for the vear of 
S.ISS.7S. On January 5, 1955, the company gave notice of intention 
to ferminate Mx. Rati ers ales avreement and endeave red to place Mr 


+ 


Ratner contact with a prospective new dealer who would be willing 


1954 of 4 


snles for the vear 
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} urchase any assets that Mr. Ratner desired to sell and to lease his 
cilities. Mr. Ratne rremained obdurate in his att tude and expre sed 
1eS1T'¢ to sell. 


listrict Saies represe ntatives n Chores 


terest at least Six ditl rent prospect ve deniers, or dealey FrOUDS, inh 
i! ising the assets of Mr. Ratner’s dealership. In addition, they 


rked with Messrs. Beber, Peacgler. and ¢ ‘ooper, W ho were referred to 


m on or about February 14 by Mr. Ratner, and with whom Mr. 


i 


' ] } . ] 4 } 
wut formed the district sales representatives he h id an aecepl 
‘ \ nd sell arrangement. Phe Ch cago district saies rep 
; Ss ; 
nts ves rn eq no objection to the proposed buy out arranvement 
> j 1 
ved Mir. Ratner and the Beber vroup, DU they mace if clear 1 


] Ro : 4 . } f : 1 
thev would re ommend the execution of a sales agreement with 


erouj). it would have to provide management having an owner 


g as 4 ; < eo 
! tin 16 4 ilership and wouid have to demonstrate tha t 
ficient pital to run the business. The companys Chicago 
—1On ¢s iles oft ee Was subsequent Inrormed by the CO bp V's 


d division western regional sales office that the Beber eroup was 


ver interested in securing a dealership in Chicago, largely be 
e of their distance from Chicago and the illness of Mar. Cooper. 


1 
ihe company readily consented TO executing a sales agreement with 
e “buv-out arrangement” with them in May 1955. 
Y« mav reeall that North Grand Motors was r presented by Mr. 


Nori (rrand Motors when Vr. Rati eC] advised that he had an accept 


l 
Senator Monroney. That is the Rudy Fick chain organization, is it 
) 
Mir. McNamara. He has other Ford dealerships, yes, approxi 
telv 4 wholly owned, I am not certain, either 3 or 4 wholly ewned. 
\ Vin ‘uitner test ied, the ome@inal lead ror the pureha eC and len ¢ 
\ ts and fia lities to North Grand Motors o1 omated by 1 tele 
ie ut] fr Mh Mr. Ratner to Mr. RR dy Fick, sy his action Wa ti kk 
| lone echo of Ford AY } Co.. and all Prangvebie I ro! 
ist of ne ssets and t e | ! of the fac lities w re reed 
eLwer the parti \ thout ny Is on with anv Ford rep 
ve until after the arrangements had been coneluded 
In the telephone conversation between Mr. Fick and Mr. Ratner, 
Mr. FF k it rst expressed tl lack of interest 1 buy neg the assets of 
enlersh Pp beenuse of the low volume of sales be he made ther 
t changed his mind when Mr. Ratner assured him that anv good 
erator should be able to sell at least 100 units a month, or 1.200 per 
Mr. Fick then asked Mr. Ratner to put his offer in writing 
\ Ratner did so by letter of \pril t, 1955, im which he proposed to 
arts and accessories in stock on closing date at physical inventory 
he following table of depreciation 
O54 ; 100 percent of cost 
L952 75 percent of cost 
150 5O percent of cost 
+49 and older written off the zero 
ture, fixtures, shop equipment, teols, service truck, signs, and leasehold 


ents to be at a fair negotiated figure. We propose to rent to the buyer 


&—56—pnt. 1 67 
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the following premises at the rents stated and to turn all premises over to 


including lease on the used-car lot 


Annualrent | Annual t 


Main Ford Building, 4341 West North Ave L $9, GOL $9 
Truck lot, 4301 West Grand Ave 6. 600 
I 4355 West North Ave 600 
L¢ ised ca 4322 Vi North Ave 2.100 | 
Cu er park 13 West Grand Ave 480) | 
T par 1257 We 41 720 | 


The purchaser may have any or all of the above locations but should 
buildings be separated and the annual rental on the Main Ford Building 
be $10,800 per year, net. 

After a short negotiation, Mr. Ratner kept the main assets of 


1? 


deale rship, ine ludi im ail of the buildings he owned. and sold certa 
of the dealers] up assets for $5 ).OOQ, The parts and accessories wi 
sold on the basis outlined in Mr. Ratner’s letter, and the shop eq 
ment, machinery, furviiure. fixteren. and service truck (which itenis 
were presented by Mr. Ratner to have had a book value of $8,695 o 
Febru iry 2d) oe for $18.303.05 

In addit ion, lease a arrangements were agreed upon whe reby the ne 
dealer took over all of the facilities of the old dealership for a tota 
rental per een OF | $1,900, which was within $107 per month of Mr. 
Ratner’s original asking price in his letter of April 4. 

In addition to oe ns estate holdings, Mr. Ratner elected not to se 
to the replaceme t dealer his cash, accounts receivable, new cars, ne 
trucks, demonstrators, and used cars and trucks. These items, accor 
ing to his January 31, 1955, financial statement, were represented 
be worth approximately $137,000. 

His cars and trucks, of course, were largely liquid: ated by the tir 
the buy-and-sell arrangement was consummated with the incom 
dealer. 

The net of the transaction, therefore, was that Mr. Ratner realize 
somet aang to $430,000 from the transfer of his dealersh 
about $50,000 of cash by sale to Mr. Fick of certain assets, som 


$120,000 or $130,000 ve Fy pro ybably from the liquidation of his ot! 
t 


— 
ry? y 
Hiway 


assets. and the consummation of a lease gee oe at a pric 
91,9C0 per month which when capitalized a at the cong rate mea 


é 9 48 : . , 
that the buildings were being recognized as h: a ei re: AS prioaern 


mately $250,000, for a total, therefore, of somewhere between $425 


ae PAO TON) 
and perhaps 2450,000, 


The sales and profit performance of the new dealership in M 
Ratner’s location have proved beyond doubt the correctness of f 
company’s estimate of the sales potenti il of that dealer hip locat 

Senator Monroney. The new dealer is Moran ? 

‘ 


Mr. McNamara. No, sir; the new dealer North Grand Moto 
As far as I know Mr. Moran has nothing to do with the dealership. 


‘T he subseque! t sales a profit 5. as I say, prove | the correct! 
of the com anys — te of wr sales potential of that dealersh 
low ation, : ind ] thi it ilso ved that the company was correct 
terminating busines rare with Mr. Ratner. Whereas in 19! 
and 1954 Mr. Ratner reported sales of 450 and 478 new units, resp 


tively, the uccessor dealership sold a total of 1.122 new units in 7! 


months in the vear 195: These sales were made at a net profit to 





' 
| 
} 
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dealersh Ip, before bonuses and taxes, of $93,468 after payment of a 
salary to the manager ot $15,500. 

You may recall that those hgures w hich are for 7 months, 1,122 cars, 

da profit of $95,000, compare vith 478 units and a loss of some 
$3,000 in the previous 12 months of 1954. The new dealership cor 
rected the deficiencies of Mr. Ratner’s operation. 

The number of salesmen employed by the dealership was increased 
almost four times, and they have sold more cars per man than did 
Vir. Ratner’s salesmen. The new dealership also increased the number 
of mechanics employed in the service department. All told, the new 
dealership has averaged a total of 75 employees, as compared with 
Mr, Ratner’s total of 34 employees. 

In addition, the new dealership has e xpe nded more than $15,500 on 


leasehol of — rrovements to modernize the facilities leased from Mr. 
Ratner. mt ese improvements, of course, ultimately will inure to the 
} 


penellt ‘Mr. Ratner and his wife as owners of the premises. 
This is a striking ex: unple of the improvement which can take place 
when a ull dealer who is losing money 1S repl: aced by a competent 


dealer. Not only ae dealer and Ford Motor Co. have profited from 
the added sales that he is making but such sales have given employment 
to twice as many people in ¢ ‘hicago and have —— kee ‘pour thousands 
of employees and those of our supp siers busy and receiving incomes 

So, in $ summary, we think that the action of termination was jus 
til ed, and we f 12 | t] a it acted to the benefit of our suppliei : and oul 
otal dealer ake as all as tothe bene! t of our customers. 

Senator Monroney. You feel that Mr. Ratner received full com 
pensation for his assets when he sold out / 

Mr. McNamara. Sir, [can only say that he was negotiating at arm’s 
length with his buyer, and as I say, it appears that the total benefits 
which he received approximated the value of $425,000 or $435,001 

L was h eher than he had been offe red previously. 

senator MONRONI v. That represented 1 t| ie liquidating vane, did it 

not, of what his merchar dlise stock, his de monstrators and stock on 


hand, but the $50,000 1s what he got out of the business itself, is it not 
\Ir. McNamara. Novsir. What he got out of the business had ar 
ipproximate value of $425,000 to $435,000. That represented what 
vou would call the realizable net worth of the operation, and compare 
ith atgure ina letter to one of us in which he mentiol ect ai invest 


ment of $350.000. 
Senator Monroney. That would include his real estate: is t 
Mr. McNamara. Yes: the $350,000, [ presume, did, although he 
tute. It must have, because there were no othe assets that 
ld have amounted to that total if the real estate ad been left out 
Senator Monronrey. The Beber Co. in Los Angeles had agreed t 
buy and put up the $5,000 check on deposit withdrew voluntarily wit 
nv suggestion from the Ford Motor Co. that it would be advia 
for them not to take it. 


Mr. McNamara. The Ford Motor Co. did not turn down the Bebe: 


Senator Monronry. That was withdrawn voluntarily ? 

ir. McNamara. As far as I know, that is correct 

_ Senator Monroney. Because of their management problem in not 
being able to get Mr. Cooper, then in bad health, to take over ? 
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Mr. McNamara. That is my understanding. There is one other 
section of Mr. Ratner’s testi mony that perhaps deserves comme 
He mentioned that we prevailed upon two of his en iployees during his 
absence during the war to leave his dea lershi Ip and accept anothi 
Tal ichise, We have discussed the matter with those employees 
this is their statement to us. Their names, you may remember, were 
Mr. Kawell and Mr. Walker. They said Mr. Ratner was in e] 


when he stated, “Then W ithout my know ledge, Ford Motor Co. offer 


i 


iem—meaning Walker and Kawell—*a franchise and prevail 
upon them to eave my em plo eerie 
Messrs. Kawell and Walker state they were working for Mr. Rat: 
1942 when om a . dealers hip up at au tion, printed auct 
dbills, and notified Ford Motor Co. in a letter date April 17, 194 


} 


that he intended to resign hls sales agreement. 


Senator Monron}t x He had nothing tO st 1] at that point. 

enator Payne. A few trucks, maybe. 

Senator Monroney. It was during the war, when cars were 
completely down, and the only thing that a dealer had to sell 
service. 

Mr. aren vRA. He had service, and as you will see, and 
stated in his testimony, the dealership oper: ated at a profit durin 
wartime perio 4 k urthet r. he had to sell pre sumabl] 1 equipment, tor 
and other items associated with his operation. At that time we w 
derstand Mr. Ratner terminated his lease on the North Grand Build 
ing. Messrs. Kawell and Walker worked out an agreement with M: 
Ratner whereby they would operate North Grand Ford as managers 
while Mr. Ratner was in service and, in return, Mr. Ratner agreed 
to take them into partners! ba with him upon his ‘reles se from serv 

Messrs. Kawell and Walker re nted the bu lding ikea a third pal 
which owned it and they operated the dealership on a month-to-mont 
lease. During this period, after personality differences with Mi 
Ratner, who at that time was located in the United States, Mess) 
IKKawell and Walker decided they did not wish to be Mr. Ratner’s pa 
ners afterthe war. They offered to buy the business from Mr. Rat 
ortoresign. Mr. Ratner would not sell. 

During these protracted verbal negotiations, the North Gra 
Building was placed on the market by its third party owners an 
Messrs. Kawell and Walker bid on the building in order to prot 
their business and their location. Mr. Ratner’s brother, an attorne 
advised them that North Grand Ford held a prior option to buy t 
building and this option was being exercised. They in turn wer 
advised by their attorneys that, though they might win a court test 
concerning this option, it was a calculated risk. Simultaneously, 
Messrs. Kawell and Walker mielieadl letters from Mr. Ratner can 
celing their management agreement and, in their words, advising that 
they were fired. 

Mr. Walker states he still has this letter in his personal file. = 
action occurred early in June 1943, and Messrs. Kawell and Wa 
then asked Ford Motor Co. for a sales agreement. They took av 

action only after this relationship with Mr. Ratner in North Gra 
Ford had been severed by Mr. Ratner’s ere Apparently Mr 
Ratner looked upon them as employees, a hey felt they were his 
partners. Messrs. Kawell and Walker state hel at no time during 
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the life of this agreement between them and Mr. Ratner did Ford 
Motor Co. offer them a sales agreement or attempt to prevail upon 
them to terminate their agreement with Mr. Ratner. 
Soon after in 1943 a Ford sales agreement was signed with Messrs 
Kawell and Walker, who opened a new and successful agency located 
another trade area, and that agency is continuing in operation 


Phere are a number of other points of inaccuracy, but rather than 
take the time of the committee. 1 will not comment upon them at this 


t 


1me. 

Senator Monroney. They bought an agency removed from the 
Chicago area, is that correct / 

Mr. McNamara. It is another trade area apart from North Grand, 
(fh cago, and | nm not sure just where if IS. 


Senator Monronery. You don’t know whether it is in Chicago or 


ot 4 
Mr. McNamara. [ think not. 
Senator Monronry. Was Mr. Ratner ever eiven a chance to discuss 


is case with the top management of Ford Motor Co. at the time he 
received this notice from the sales manager—that whereas he was 
then selling approximately 500, he was jumped to 1,025 / 

Mr. McNawara. He discussed the case with Mr. Yondo and Mr. 
Roberts. He subsequently called upon me after he received notice of 
r intent to terminate. 

Senator Monroney. Wasn't it a fact he never even Lot to talk to 
Mr Roberts and Mr. Yondo after his terminat ion ¢ 

Mr. McNamara. No, that is not true. If you wish, I can go over 
he dates. It isa long listing. 

Senator Monronry. If you are certain of that he had access to Mr. 
Yondo and Mr. Roberts 

Mr. McNamara. I am positive. I can give you the dates and the 
discussions, they are written at the time. 

Senator Monroney. You might put that in for the record. 

Mr. McNamara. Very well, sir. 

(See Ford appendix, exhibit No. 12, p. 1085.) 

Senator Monronery. One thing I would like to clear up for the 
record. Perhaps I misunderstood or perhaps I understood correctly, 
and that was that in no way are dealers compensated for extra volume. 
Don’t they receive a bonus at the end of the year for volume sales? 

Mr. McNamara. Let me go back a moment, Mr. Chairman. They 
do not receive a special discount on any purchases made for fleet 
accounts At the present time in order to meet competition we have 
In effect an end-of-the-vear rebate plan under which our dealers 
located in markets of varying size receive certain rebates on the price 
of tl elr vehicle. They fall into three categories, dealers in the out- 
lying territories receiving $7.50, dealers in the middle-sized cities 
receiving $12.50, and dealers in the larger metropolitan area, of which 
there are about 35 throughout the country, receiving $17.59. 

Senator Monronry. That is per car if they exceed their quotas ? 
= Mr. McNamara. That is per car regardless of the number of sales. 
Phat depends upon geographic locations. 

Senator Monronery. You just give it back to them at the end of the 
year? clit 


ou 
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Mr. McNamara. That is correct. 

Senator Monroney. And their volume has no effect on it ¢ 

Mr. McNamara. Their volume has no effect on it. It is a ge 
graphic factor that affects the decision as to whether they are in 
$7.50, $12.50, or $17.50 position. 

Senator Monroney. And it doesn’t depend on whether they sold 
more or fewer units? 

Mr. McNamara. That is right, and this is a system we have put int: 
effect in order to be completely competitive with one of our compet 
itors. 

Senator Monroney. The point I am getting at is there would stil 
be no point to selling to tleet owners ? 

Mr. McNamara. Except that he will make a profit on the sale. 

Senator Monroney. He gets a $17.50 kickback, but he would have 
got it if he had sold the same number of cars anyway ¢ 

Mr. McNamara. That is correct. 

Senator Monroney. So the additional 50 or 100 cars gives him an 
end-of-the-year profit ¢ 

Mr. McNamara. Presumably he would make a profit on the sale to 
a fleet account. I am not aware of any private companies, purchasing 
companies, without profit to the dealers. There may be a few isolated 
instances, but I can recall of none at the moment. 

Senator Monroney. You know of no “gimmicks” that you or your 
competitors have where special prices are made for fleet owners or 
discounts ? 

Mr. McNamara. I know of none. The dealer may make such deals, 
of course, on his own. 

Senator Monronry. Do you have deals with giant corporations, 
Standard Oil, and others, where they sell through the purchasing 
agent of the company ? 

Mr. McNamara. To their employees? 

Senator Monroney. Yes, where the employees are given the fleet 
owner's price and they, in turn, farm this out to the employees of the 
company W ho want to buy through the pure hasing agents / 

Mr. McNamara. if there are any such arrangements in existence, 
and I am not aware of any 5 t] ley would be made by the individual 
dealer involved. I think perhaps those arrangements were more wide- 

spre! ad during the period of car shortage, when the purchasing agents, 
under certain circumstances, would endeavor to take care of then 
ir] iends ana relatives by making such arrangements W ith the deal r 

but the company as far as I know, has never participated in those, 
and does not today. 

Senator Monroney. At least the dealer pays the same for the cars 
he gets ¢ 

Mr. McNamara. That is correct. 

Senator Monroney. And whatever deal he might make to 
through the paces agent for company delivery is a matter be- 
tween the dealer and the ee 

Mr. McNamara. Exacth 

Senator Monroney. Do as require or have anything to say about 
the dealer that handles these fleet owner deliverie Ss ¢ j mean, are alls 
negotiations made between the manufacturing company itself and 


, 
the fleet owner 4 
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Mr. McNaM . No, we, upon occasion, if there is a rush order from 
lealer. for ican. for a relatively large number of vehicles, we 
| doeverything we can to satisfy thi at order 

Senator Monronry. You don’t have a regular contract division or 
invt hing, though, that cvoes around handling those deals ? 

Mr. McNamara. We have special fleet representatives in our organ 

tion who help the dealer service these fleet accounts. In many 
ises they have problems of maintenance. Many of their operations 
use our heavy trucks, and we have special truck engineers and other 
specialists who assist the dealer in handling the service of the fleet 
uccount. 

senator MONRONEY. But you never supe rsede the de: ule ‘rand dictate 
to him the price at which he has to sell to the fleet owner 

Mr. McNamara. Absolutely not. 

Senator Monroney. Senator rae 

Senator PAYNE. No questi ions 

Ss aap Monroney. You may proceed. 

Mr. Crusor. Thank you. 

I w ae | like to address myself to the past 3 years in the auto indus 
try. In relation to the per iod 1946 through 1952, the years 1955 an id 
1954 saw a sharp decline in the high net profits per new unit retailed 
yy automobile dealers. In addition, there was an overall decline in 
their net profits, as a percent of return on their investments. 

These years also saw the reappearance of price advertising and hard 
price competition by automobile dealers for the first time since the 
heoil ming of W orl | Ww ar IT. 

As 1954 progressed, many prophesied a continuance of the decline 
and a gloomy year for 1955. Predictions ran all the way from a mild 
re ession to: a dee p depression reminiscent of 1933. , 

ut these prophets of gloom were wrong, largely because the auto- 
motive industry sparked the trend of the entire economy toward 
oher levels of product ion and Sé ales ; 

The ext ‘adordin: ary streneth of the market in 1955 surpassed even 
the most optimistic estimate made by any of us. We at Ford knew 
that the market was growing, but we did not anticipate the sudden 


breakthrough to new high levels of demand that began in January 
4 i 
| 


| continued throughout the year. In an effort to satisfy the tre 
ryie ris demand for ou ‘ars and tru ks, we vork <dmost of oun plerrit 
I) ¢ I iy eye Gy anc WMiOsSt O1 the Satul lavs Lire who Cf ile 
paki ; i 
! tere of our dealers, as well oul s, we tried to 
e our share of arket. But pite of our peak outpu 
( etrat ! f the hn leclined 4 i) 1.2 Del nt in] it to 
( 1 1955 
ords, we were forced { » olve up to others a part of the 
rket We had earned the previou year. 
Phere are those who claim that the automobile market was oversold 
Ho and that the leaders in the industry should have competed 
rftly. Just how one goes about competing softly in this or any other 
susiness I do not know. If the market is there, as it was, and sales 
hold up, as they did, how ean it be said that cars were overbuilt or that 


he market waso ersold ? 
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Who can say that Ford, on any basis, oversold the market or 
dealers, when its dealers’ stocks were well below normal levels throue 
out the year? What would have happened if we had failed to produ 
what we did? The answer is obvious: We would have abdicated « 
hard won share ot the market and donated a sizable block of « 
customers to our competit on. 

Let us take a brief look at the effects upon dealer’s profits of th 
so-called overproduction in 1955. In 1955, about 2 million mo 
cars were made and sold than in 1954. According to our analys 
of figures reported by NADA, automobile dealers as a whole mad 
substantially more net protits before taxes in the year 10955 tha 
they did in 1954. 

Senator Monroney. Was that on sales or was it on sales and 
financing 

Mr. (C’RUSOF. It would be their total profits which would inclu 
both. 

Senator Monronry. And if the terms had been stretched to : 
months, the presumed profit on the finance charges would have added 
to the profits materially ¢ 

Mr. Crusor. They may have, yes, sir. Our own Ford Motor Co 
dealers. who sold 466,000 more cars and trucks in 1955 than in 1954, 
increased their net profits before taxes by over 60 percent. 

What is the reason for this marked improvement in the profit 
position of our Ford Motor Co. dealers in 1955, as compared wit! 
1954? Our answer is that they had a highly desirable product and 
were able to offer a wide variety of models with color and equipment 
options to match every taste. Another answer is that their used-ca1 
business was good throughout the year. More importantly, however. 
they did a larger volume of business on a relatively smaller investment 
base. 

This proved what we and our more successful dealers have know: 
for years—that in any retail business the key to success lies not s 
much in the percent of return made on sales, as in the volume of sales 
and the rapidity with which the investments of the owner are turned 
over. The following chart shows what I mean: 


Comparison of Ford Motor Co. dealers’ operating results with 12 retail 


(atter Federal income tares) 





De | I 
; ni . i 
ye Ih a 
to 
1 | 
} Motor i f 12.8 
1954 
Ford M ( 2 2.2 
Groceries and meats independent 12.11 19.0 
Lumber and t LIT material 6. 92 6.1 
Won D 6. Sf f 2 
Lumber 6. 85 1.4 > 0 
Hardware 5. 94 ) 2, 84 
ree 5.69 4.2 1.97 
Clothing’ men’s and boys , eR 26 9 
Department store 5. 44 6.0 2.17 
Clothing, m iw I 5. 29 4.3 < 
Furn } 4.72 28 1.8 
Furniture en 4. 2 l 2. @ 
Furnitur s 4.3 1, 33 
NOTE Profits of our dealer ifter taxes are not available to u (hese figures represent dealers’ 
profit efore tax ifter deducting our own estimate of their probable income taxes 
1 er than Ford car dealers: Dun & Bradstreet 


y < 1see 1 iT i) }*) . eC1ON Ol NI TO CoO. Ce le rs nna ( } \ 
i mea bus eSsS it re 10 othe turned over their inven 
Mair A ] my t ICS, | iithoueg » the net pront o SELie \ 

a ey didn t make as Yoo sho new astothe net protit ort 

| ( Cte | hi} val ( s ! pore tier TAN i . 
ers do not make a eport to us on ti bruit have 
ite wd. Wwe | e| that Ve SOnaDHN retiect ell etl prol i bore 
| i ( du tinge oul OV esi mile i | el} HNrovpwmp yin 


Ss or MoONRONEY. Would vou iv that the NADA fivure of { 


t on sales for all dealers atter taxes was about riaht 


Vir. Crusor. It could be, but IL only have a knowledge ot lord 


Senator Monronrey. And your figures show that before taxes the 
ro tson sales were 


—.) 14 { 


Mr CRUSOE. 1.(51n LY these are atter taxes. 


Senator Monroney. Then vou must have gone ‘way above the ave 
> 1 1 1 . 
tthe general automobdtiie business 


\ir. Crusor. Yes, they did, Ford dealerships were very protitable. 


} 
Senator MoNRONEY. fiow does that relate to your percentage 
tasa percentage of net sales / 
i . . 
Vir. Crusor. I don't know. 
} 


Senator Monroney. Youarea listed security. That would be avail 


\Ly. { RUSOEF. Ye 6 it would be available, but | would rather not 


Senator Monronry. Would you supply that for the record / 

Mr. Forp. I can give it to you, Senator, for 1955 our percent on 

bed. L don’t have it after taxes 

Mr. Crusor. It would be less than half that because our tax rate 
miu h hi@her tha aden 


Senator Monronry. You are paving about 53 percent tax 


Vir. Forn. oz percent tax rate we have. 
senator \ INRONEY. Lt would be somewhere in the neg! borhood 
ne i ¢ tft least ( 
\] ] Rp Ab l 
Mr. McNamara. Alone with that, Mr. Chairman, mav we ente1 
} nyt » Ve QO] oo ] t | nk i re weal fal 
( r percent nnet wort iter tuxes Tor the ye r 1954 w 14.7 
ay 
Vir. Crusor. As acainst dealers 11.2 
S itor Monroney. Of course, in the customary operation of deal 
ps now they “floor-plan” their inventory largely and rent the 
ne so that their net worth uniess they happen to own real 
1 SOULE do and some don’t repre nts, percentagewise, 2 
dv small capital Investment, but an awful lot of Si Oa 


w and buildup in dealer reputation through the vears. 


\Iy. CRUSOE. Yes, Sir, We think it takes “l little ilso to bu (| tne 


senator MoNnronry. But it doesn’t reflect the net worth. it doesn’t 


ect the contingent liability that they have also on the paper that 


utstandine. 


Mr. Crusor. That is correct, but it is a highly profitable business 


na was extraordinarily sood in 1955. It was 5O percent better prac 
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tically than in 1954. even though they sold some 488,000 more auto 
mobiles. 

Senator Monroney. Your figures, though, don’t quite bear that 
out. You have stated your dealers’ net profit in relation to sales 
1.45 percent, and in 1955 it was 1.73. 

Mr. Crusor. But that is not the determining factor. If you 1 
look below, you will see that groceries and meats made but 1.15 per 
cent of sales, but their return on investment was higher than the deal] 
ers that made 1.43 percent. That is not the determining factor. 

Senator Monroney. Of course, all of these other businesses—and | 
am familiar with some of them require ad very high percentage oj 
dealer inventory, and also, in some of them, a very high percentags 
of accounts receivables which go into the return on net worth. The 
average automobile dealer (a) sells his paper to finance companie 
and (6) floor-plans his cars, which eliminate the need for heavie; 
capital investment. 

Mr. Crusor. Which makes it a very profitable business. 

Senator Monroney. Isn’t the final profit the percentage of sales? 

Mr. Crusor. No; that is not the correct way to measure the busine 

Senator Monroney. Well, if the measure of the business is onl) 
the percent of profit to worth, then his franchise, which gives him that 
right to deal in Ford products exclusively or in General Motors prod 
ucts exclusively, is not figured in at one thin dime. 

Mr. Crusor. No; it isnot. 

Senator Monroney. Which is a very valuable part of any goii 
concern. 

Mr. Crusor. Right. 

Senator Monroney. You just take the bare walls and add the tools 
to it and the parts, and then you have got most of the de aler’s ¢ ap ital 
requiren ents, ado vou not, ¢ the r than hi Ss Lor rdwill : ind his : advertis! ne 


and the value of his continued operation as a Ford franchised deal 

Mr. Crusoe. I simply want to point out that the turnover of | 
inventories is the important thing, and if you were going to make : 
Investment in stock you would relate the value vou would get in d 
dends in relation to the total investment. That is the thing of fina 
mport 1 ful investment Mi I continue / 

Senator MonrRoney. Y« 

Ir. Crusor. Thank vou 

Some of our eritics have charged that the high level of automotiv 
production and sales for the vear 1955 was attributable lara ly U 
gimmick” advertising and “blitz” sales, with a consequent penalt 
of unsound credit terms. 


To the extent that advertising in this or any other business is cd 

I inst the best interests of « veryone con 
cerned, beeause it is dishonest. We direct our dealers to cease suc} 
advertising when we find it. 2nd it is our intention to prevent any suc 


Agi 


; ; 1: 
cepntive or n sleadine, ] 


, 


‘inthe future. 7] ‘he re are other forms of advertising ‘wh ich 
into the dishonest category but which, nevertheless, are 


advertising 
do not fx] ] 
objectionable from the standpol t of good business practice or good 
ethics. We discourage and dissuade our dealers from such practices, 
and we will continue to move against any such tendency on their part. 

Attached as exhibits ITI and IV are letters on this subject wh ich 
we sent to our dealers to make sure that they thoroughly understai 
our views in this regard. 
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(Ford appendix, exhibits No. 7, and No. 8, p. 1081.) 

We all have heard much in these hearings about so-called “volume 
dealers.” “wheel and deal” policies, “stimulator dealers,’ and “blitz 
sales.” These terms apparently are now epithets which are often ap- 
plied indiscriminately to dealerships, policies, and practices which the 
user condemns for one reason or another. 

I confess that I do not know exactly what these terms mean. They 
seen to mean all things to all people. They have been extensively used 
by persons both in and out of the industry, but rarely have they been 
defined or used in a context that would give them a definite meaning. 
Without a clear definition of these terms, it is difficult to comment on 
them, but I would like to say this: 

We believe that the success of automobile dealers depends in large 
part upon the volume of business the manufacturers and the dealers 
attain. If achievement of high volume is accomplished without re- 
sort to any unfair or deceptive means, and without detriment to the 
service normally afforded to the customers’ cars, we applaud so-called 
volume dealers. On the other hand, if a dealer achieves volume solely 
on the basis of a quick dollar, without regard for his continuing re- 
sponsibility to his customers and without a plan for building a per- 
manent repeat business, his policies could well merit the term “wheel 
and deal.” His shortsighted practices are not suited to our distribu- 
tion program, and his dealership is not a sound component of our 
distribution organization. 

I do not know either exactly what a stimulator dealer is. If it means 
the appointment of a dealer with well-rounded sales and service facil- 
ities who achieves a high volume of sales through proved, sound mer- 
chandising techniques and as a result energizes his brother dealers 
into greater sales activity, I can see nothing wrong with such a dealer. 

On the other hand, if a so-called stimulator dealer means a dealer 
with inadequate facilities, and consequent low overhead, who is ap- 
pointed to irritate other dealers into profitless sales activities, we do 
not have any such dealers. We have never appointed dealers for that 
purpose, and we have no intention of doing so in the future. 

With respect to so-called blitz sales, we all know that a recognized 
merchandising technique in many retail industries is to hold periodic 
sales. If by the term “blitz sales” is meant the promotion of a high 
volume of sales over a short period of time in order to stimulate the 
public interest and move merchandise at a reasonable profit, I do not 
see how such sales can be condemned. We like aggressive and colorful 
selling. But we do not like, and we do not condone, sales that are so 
conducted as to imply that they are sales forced by the manufacturers, 
or involve the unloading of distress merchandise or are promoted 
through the use of questionable, off-beat tactics. That is not the way 
to build a sound and permanent business in the automobile, or any 
other industry. , 

CONCLUSION 


In these discussions it has been necessary for us to dwell at some 
length on the negative aspects of what is essentially a positive, prog- 
ress-minded industry. Yet any unbiased appraisal of our past accom- 
plishments and future prospects must, I believe, conclude that the 


good vastly outweighs the not-so-good and the bad. 
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We he lheve we have demo! strated that we know how to make a bus 
grow successfully. By its very nature, our business is complex 
and. at times, difficult to understand. But nothing 
:wesome that it defies ana ysis, and no pro blem is so orave th: at it can- 
not be solved. 


is SO big or so 


anging conditions in the market pla ‘e have focused attention on 
y 


un problems that are neither new nor unique to us and our in- 

Ve believe that we and our dealers can, and will, solve these 

problems as we have resolved them in the past—by drawing on the 

reservoir of mutual trust that we are confident exists between us and 
our dealer organization. 

! thank you very much, Senator. I have here the appended e 

bits that I referred to. 

Senator Monronry. Those will be made a part of the record unless 
you wish to give them = The committee has access tothem. They 
are commenting on bills most of whic h are pe nding in the other body. 

Mr. Crusor. Yes, we will leave them with you. 

Senator Monroney. If that is agreeable to the other members of 
the committee, we will Save your time by not voing further on that. 

(The information referred to is in Ford append x No. 6, P. LO7T9.) 

Senator Monroney. I just wonder if in the identification of the 


blitz sales whether you see any danger—as Mr. Romney of America 


Motors did- to the extreme use ¢ f e xtre lV< iwantly displ: iyed adve tis 
ine for wild trade-in allowances. sacrifices of a thousand or 1.500 dol- 
lars per car in the price. He used din parallel of taking dope. Mr. 
Romney pointed out that first a $500 offer works, but next time it 
has to be a thousand dollars or $1.50 a nd the next time you vet to 
superstr atos pheric limits in the ildness of the co npeting 

claim. 

Will it be the policy of the Ford Motor Co. having the 
their contracts to disapprove of certain types of advert 
force that right to prevent advertising which might be detrimental 
to the Or od name of the Ford prod ict ¢ 

Mr. CRUSOE. We do not like it, Senator. I do think it is self-limit 
ing. After a while you run out of numbers and you do not fool any 
body, any more. 

Senator Monroney. After a while vou run out of good dealers 
too—when you have to put up with it kind of advertising. 

Mr. CRUSOR. We have asked { ter busines ~ bureau to ane us 
We intend tO Move aLalNst It V 4 ‘all of the leoitnunate means wt 
We do feel that we will make progres 

ill. We must. 

Senator MONRONEY. 
hang very heavily around the neck of Mi 
both of whom have condemned strongly this blitz type of phony 


Sing 


oimmick” advert sing. oth of them have appeare nd here te » do what 
lowed to do 1n concert under the Antitrust Act, and that 

; heir opposition to th s method of merchandising. Now. 

if after all of this one or the other breaks over to permit or allow 
ae stimulator” type o1 “blitzing” or 


hony promises to oecur, per 


Pp 
hans sa whole effect ot being able to vet you two great leaders LO- 
gether before this committee might be lost and the dealers and the 
industry itself will have lost a wonderful opportunity to hit the saw- 
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trail or maybe forsake the bo ttle ind vo on the old basis on 
‘h the automobile industry became recognized as a leading, ethical 
trv inthe country. 

vou talk to these dealer 
that this a a year oO 

re voOIne to tighter 


und the country. they will tell you that 

decision, that 1 will ¢ worse 

y vour bel t re 
41 

nat vou can 


tav worse unless 
: see that the other factors of the industry l 
and sweetness and light. Otherwise, 


Vou 


2 eel 
stav on the 
rift into somet!l 

eturers themsel 

do not make 


rvusor. Well, two wrone ) 
: ° : Ilse doe y oe 
( ‘ IS CISC GOSS. PILeMna 


ause 1) 


> side of purity : 
neo that eventually I think is going to hurt the 


es 
I un) SUTe We 


\ 


LO Tove 


» ) 
LI 


ot practice it 
oul people promptly. 
ator MONRONEY. You 
limination of the phantom—excu 
t, I ouess, 


And the final tes 
obj« etives of a few who would 
gage in the 


Ifa 


lers’ 


that in the bootleo field and 
e me, the destination « harges 
will come on how well you 
discredit 


] ss ] 
have shown 


thee 


f the old type. 
nforee limitations on the 

do not think most of your dealers want to eng 

- rs so often in the last 6 months. 


the many. 
I think that a great deal of the dea 


tics we have seen in the } 
rm hand will help do that, 
1] bi somewhat at rested. 
Crusoe. Well, I think we have the firm hand 
the determination. 
Monroney. Well. we will — - that news will reach 
sales-manacer level as well | se some way or other I 
about a year of this eae that the right hand 
it the left hand cloeth” this business and 
ported 


yr line are not req full 


and I think we 


i! W 


nator 
eC 


zone and 
feeling after 
always know 
‘things done out on 
Detroit. 

oie n to the local men to follow the 


In 


bh ycel 
il 


vet the 
thy 
o}) command a 

‘agement 

» spoken of ¢ 

without question, 


ny encout 
1: . | , 4 1 ; 
nes that you havs 
;  - 1 j } 
Lbsoliutetly, 


Senator Payne. 
believe I have anything, Mr. Chairman. 


("RUSOF. 
tor MonRoNEY. 
nator PAYNE. | do noi 
Monrongey. How about you ? 

POTTER. No. : 

Monronry. We sent you some questions which we 
, and we put you on notice so that you would have available 
Me before the commit e. Mr. Ford 
somebody 


if you like. 


ould 


1 ) 
ese ¢ 


me you 
ea or 


i 


ation at the ti 


to answer clo vou have 


f will be happy to read this, Senator, 

I will ask the — first. 
—— yV ques {10 The other qu 
‘facts we had to v0 tO the 
‘questions. 


ID. 
\IONRONEY. 
Forp. IT answer only 
nv anted t to kno W sper if] 

ics In answer to the other 
the first six questions are 


estions 
field 


not have the spe ‘fi So 
ire only on policy as far as 
t ic the poliey of 


rR Hl, first, what 
nre garding the owners! Ip by its officers or zone or « 
pe or members of their immediate families of a leg 
terest In any independent corporation supp lying i ts el 


Monronry. Yes. Wel 
lega 0} 


and so 


a de ale ers W ith ‘woods suc h as tools, ac ‘counting forms. 
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Mr. Forp. It is the policy of the Ford Motor Co. that no officer 

zone or district sales employ ee of the corporation shall own any inal 
or beneficial interest in any independent corporation supplying its 
automobile dealers with goods of any kind and to discourage owner 
ship by members of _ immediate families of such officers and em 
p loyees of any legal or beneficial interest in any such suppliers. The 
policy does not apply to any legal or beneficial interest in any publicl 
owne “d cor port ition, the stoc k ot which is traded on a nation: 7 securities 
exchange or in a substantial over-the-counter market. 

Senator Monronry. You would be able to state, after vou answe) 
the other questions, any Ow nership of a substantial amount. 

Mr. Forp. I was about to say that we did not have any but m) 
counsel tells me we better make a thorough search so we are doing 
that. 

Senator Monroney. We apprec iate that cor nple te hess. 

. What is the policy of your corporation regarding the owne1 
ship by its officers a zone or district sales employees or members of 
their immediate families of a legal or a beneficial interest in any 
independent corporation supplying automobile dealers with service; 
such as: automobile transport companies, advertising agencies, printing 
companies, ete. ¢ 

Mr. Forp. E is the policy of Ford Motor Co. that no officer or 
zone or district sales employes of the corporation shall own any 
legal or beneficial interest in any independent corporation supplying 
its automobile dealers with services of any kind, and to discourage 
ownership by members - immediate families of such officers and 
employees of any legal or beneficial interest in any such suppliers. 
The policy does not app ie to any legal or beneficial interest in any 
public ly owned corporation, the stoc ‘k “of which is traded on a nationa! 
securities exchange or in a substantial over-the-counter market. 

Senator Monroney. 3. What is the policy of your corporatio1 
toward the financing of dealerships? 

Mr. Forp. As stated in the sales agreements of Ford Motor Co 
with its dealers, it is the corporation’s policy that the dealer shal] 
acquire his own place of business, facilities, and equipment wit] 
his own funds. 

The corporation has a dealer-development plan, established to assist 
— individuals who lack the necessary means for financing. 

Under this plan, the corporation may furnish up to 80 percent of 
the required capital for a dealer ship and the individual operating ee 
dealership as little as 20 percent. The individu: ul operator is give 
the opportunity to purchase the corporation’s interest in the ietiaain 
out of his earnings from the dealership. The corporation has 67 
such de ale srships. 

The corporation has no legal or beneficial interest in any automo- 
bile finance or credit company, and does not provide wholesale or 
retail financing for its ng pee dealers. 

Senator MoNnNRONEY. What is the policy of your corporation re- 
garding the owner ship be its officers or zone or district sales emp! oyees 
or members of their immediate families of legal or beneficial interests 
in dealerships enfranchised by your corporation ¢ 

Mr. Forp. It is the policy of Ford Motor Co. that no officer or zon 
or district sales employee of the corporation shall have any legal o 
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beneficial interest in any automobile dealership. Members of the im- 


nediate families of such officers and employees are permitted to have 
uch an interest in a dealership, but only if specific top management 
ypproval shall have been obtained. 
Senator MoNRONEY. Apart from the written question, is there any 
y of the Ford Motor Co. against the extension of favored or pre- 
rential treatment to any corporations in which members of the 
imily, the immediate families, of oflicers or such employees have 
nterest ? 
= FORD. By corporat ions, SIT, do you mean ot her than dealers hips @ 
itor MoNRONI xs Dealerships. 
ie F orp. No, sir. 
senator Monronry. No preferential treatment can be extended 
Lu e of mi one 1 the famiily of one 4 


Mr. Forp. No,s : no preferential treatment. 
senator Payne. Mr. Chairman, while you are there on 4, may I 
Mr. Ford if, under 3, the dealer developn rent siancwhalhen’ or not 


en the corporation goes go in and finance a portion of the dealership, 


es that dealership enjoy any p rivileges or benefits different from 


se who finance their own / 


Mr. Forp. To the best of my knowledge, no, sir; they do not. 
“enator MoONRONEY. In line with that same line of que stloning, does 
ur re eng yoniginstaaps betwet n 1ts responsibility ih Opening a 
dealership in an open area and its responsibility in installing a 
peting iieices in the same aren 4 
\Lr. Forp. Lam not sure | understand. 
we lACOP Mo NRONEY. Well, what | mean is, do the dealers Wil »y have 
een with Ford for a number of years operating on their own funds 
anything to fear from new corporations set up under dealership 
ho will compete with them ¢ 
Mir. Forp. No, sir. 
senator MoNRON] ze There is ho distinction made as to opening lp) 
if a second dealership, whether it be by private capital or by the 
wnciMg p yan of the Ford Motor Co. ? 
Mr. Forp. The only time, as I understand it, and Iam sure that I 
iright in this, when dealer development takes on the financing of a 
iler is when one of the end-product divisions recommends a parti 
wv person for a dealership se this particular person does not have 


| 
} 


! 
fu nds to start lis business and the V then ask the dealer deve lop 
t office of our company to ti. them start this de: lership and 
pply the funds. 
Senator Monronney. I see. 


Fifth. What is the poli v of your co ‘poration regarding the giving 

cifts or other gratuities to district or zone sales employees by its 
‘vised dealers / 

Mr. Forp. It is the policy of Ford Motor Co. that no automobile 

ler of the corporation shall be asked by con ‘por: ition officers or 


iployees to make gifts or # ve other gratuities to a district or zone 
| 
! 


en ployee. There tigi » bee ‘th OCCASIONS in the past Where dleale rs, 
leir own volition, aie ‘contributed toward the purch ase of @lits 
ompany personnel, usually in cases of retirement or transfer: but 
‘ompany has urged that any such voluntary gifts should be of a 


nature and of nominal value. 
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Senator Monroney. Sixth. What is the po hey of your corporat) 
with regard to its oflicers or zone or district sules e mp sloyees conti acting 


its enfranchised dealers in connection with the solicitation of fw 
for political contributions or allowing their names to be used in co 
nection with the solicitation of funds for political contributions fro: 
its franchised dealers / 

Mr. Forp. [believe Il answered that this morning. 

Senator Monroney. At some considerable leneth, but we were: 
quite clear what the future policy was. 

Mr. Forp. The future policy is that we feel, as far as political soli 
tation for funds is concerned, that as private citizens, we may fe 


that we have the obligation to go out and raise funds. If we do, wi 
shall certainly do so, At the moment we have no plans as to who we 
shall solicit from. 

Senator Monronry. You might or might not choose to solicit fro: 
your dealers as of now 2 

Mr. Forp. That is correct. 

Senator Monroney. Or permit the solicitation to be made? 

Mr. Forp. Well, if we solicit from our dealers—I don’t know if 
we will or not—we certainly wouldn’t do it in any other way than w 
did before in 1952. 

Senator Monroney. Well, we won’t open that again. We will | 
ceive the specification on the additional data at some convenient time 
We will keep the record open for that. : 

Mr. Forp. As soon as we have it, we will forward it to you. (Se 
Ford appendix, exhibits Nos. 12 and 13, pp. LOSS L094. ) 

Senator Monrongy. When you refer to a publicly owned corpora 
tion in your answer to the two questions, you mean a listed security 
or something ‘sogpens ly traded in over-the-market operations 4 

Mr. Forp. Yes, si 

Senato1 ap nm y. That thought that oecurs to me, and I am sur 
to counsel, is that 1f Ford were ready to change a suppl 1@] - of in 
yortant parts, such as the electrical system of the car, would the policy 
ermit the advance information that might go to these heads of you 
corporation to purchase in advance of public knowledge of the chang 
stocks in these corporations ¢ 

Mr. Forp. No, sir. 

Senator Monronry. That would be a part of the—— 

Mr. Forp. There is no advance information distributed throughout 
the corporation. 

Senator MonNRoneEY. In other words, you ws rial le xpect the ‘mm to fol 
low the policy, that = the company was doing all right and they chose 
to invest in it, that is all right, but to use information coming to then 
as a corporation offic ial, you would frown on that advance knowledge 
bel ing’ used for stock spec ulation / 

Mr. Forp. Absolutely. 

Senator Monron} y. Thank you very much. 

Now you have, I think, in the testimo ny of Mr. Crusoe and of yom 
self, said you felt no legislation was needed, or required in the present 
situation facing the automobile industry; is that correct ? 

Mr. Forp. That is correct. 

Senator Monr onEYy. And you might say that you are op yposed to all 
of the bills, ine luding territorial security—reest: ablishment of the per 
mission of using that ? 


? 
I 
? 
i 
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Forp. We think each one of the bills as we have anak 
( lc cause serious (lis lo ation and for that reason we do not feel 
it legislation, this lelalaauta-< will necessarily work to the | 
hised dealer or o weet. We think that our preblems 


t we have to face in our business and our company 
n our own way, and we are working on them. 
senator Monre INEY. And you woul | be op posed to the miandatoy \ 
rohibition against phantom freight or anything resembling that ? 
Mr. Foro. Well, 1 think we have taken soi ie steps 
nator Monronnty. I think you have too. 1 don’t — why My 
Crusoe doesn’t recognize you 7 ave taken quite a far step and brag a 
tle about it, but maybe that. ely word “phantom” frei: cht mioht 
ynethine we better not aes I think you are to be complimented 
voOIng as faras you have in the steps that you have taken in |} eacdling 
( industry into a strong depart ‘e Trom what appears to some of 
be abuses against the outlying provinces of Detroit. 


eniran 


it 


{ 


Vir. Gosserr. Mr. Chairman, we have not answered here the deal 

tnesses, all of them, who have testified concerning us. As I under 
I sta ad. four have testified. We have answered with res} ect to Mr. 
\ Ratner. We would like to file with the committee statements wit] 


respect to the other three. (See Ford appendix, exhibit 9, 10, and 
LO8?—1085. ) 
ator Monroney. We would be very happy to have in detail wi 
youl records show. 
m ~ Mr. Gosserr. May I just add, Mr. Chairman, that we certainly have 
‘complaint whatever as to the treatment by the committee. You 


A ive been very fair and we have enjoyed being heard here. Ther 
y nevertheless something about this record that disturbs me as a lawve 
it rather jars my instincts as a lawyer. We have almost o1 
perhaps over 2,Q00Q pages of record. Only four witnesses have ap 
. neared and been sworn to testify against the Ford Motor C0. Most 
the testimony has been in the nature of statements by you, « 
é \ hniral Bell. statements made to vou | ry dealers WW ith ho rele tifi “rT ie 
ul of the dealers, no indication as to whether they are Ford dealers o1 
lealers of other companies. As I said this morning, I am quite sure 
= you have repeated those statements accurately, that those stat 
n s hi ave a *n made to you just as you have re epented them here, be ut 
Fs simply want to observe that we are placed at a disadvantage here 
Ul hecause we hate had no op portunity to hear a se witnesses testify 
They have not been under oath. They have not been cross-examine: 
1 nd as Senator Payne ol served earlier, si metimes ‘ story look quite 
oe ifferent when you hear both sides of it. 
L Now we have heard both sides of the story with reference to Mi 
© Ratner, and with the greatest respect for Mr. Ratner, I think the 


tory looks a little different when our side is heard. We would like 


to have here, for example, the wilt nesses we would | ce to be face 1 
rvs fron 


( 


fuce with the witnesses who told you the vy were forced ‘ae eca 
lord Motor C« New because we know that the cars were short up to about 
nv dealer ) who di In’ {t want to take cal 


90 days ago, and we know that ar 
could have said so to us and those ois anda have been pass id to ot he 
‘alers who were short. 
Ml Maybe there was maldistribution, maybe some dealers received more 
r il’s than they should and maybe some less. That is ound to happet 


73488—56—pt. 1—_—-68 
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in a big organization, but we have had no testimony from any Ford 
dealer that he was forced to take cars. 

Senator Monroney. I think the chairman said we would supp ly 
you with the information on the answers—to our questionnaire, whic 
had a 20,000 base, the biggest return on a questionnaire ever received wa 
Congress question ll, being overproducti on, as a major cause of 
bootlegging, and the second blame resting on the pressure from the 
factory to take more cars than they ‘iil d. We will supply you with 
the breakdown as to the number of Ford dealers answering that and 
perhaps question 12, which I think would give you the broadest pOs- 

sible base of anything that I know of in a Government survey. 

(See a ppe ndix, subcommittee exhibit No. 2, p. L15s8ff. ) 

Mr. Gosserr. That would be helpful, Senator. 

Senator Monroney. We have tried not to unnecessarily embarrass 
the factories by breaking down the answers to these questions by fac- 
tory. We could have done it but we thought it would perhaps be bet- 
ter to not be draw ing conclusions between General Motors dealers — 
Ford dealers and Chrysler dealers, sunply because the questionnai 
was keyed for that identification. We are trying to be objective. We 
are trying not to hurt any specific factory. We are trying to do tl 
best we can do ascertain the facts which, believe me, are quite ala to 
cet from dealers who are still franchised dealers for the lines that are 
in great demand. 

You do not have the freedom from fear in your discussions with 
these dealers, and I have talked to many of them. 

Mr. Gossrrr. I should think that any dealer who appeared here, 
Senator, and testified at the request of this committee, would be pretty 
sure not to suffer a reprisal, even if we had good cause to terminate 
him. I just wanted to make the point that it seems to me unfortunate 
that we should be accused here of mistreating our dealers and that the 
impression should be created, as perhaps it has, and perhaps that has 
tobe so. I don’t mean to be critical, perhaps that is the way you have 
todoit. Ithink it is unfortunate that the impression has been created, 
however, that there is nothing but strife between the factories and the 
dealer because that certainly is not so. 

The great majority of our dealers we think are happy and don’t feel 
mistreated by the factory. If there is anything that we can find that 
will improve our dealer relations, we are certainly going to consider 
it, give it full consideration. 

I simply ws anted to say t that it is difficult, if not i: npossible, to answer 
the insinuations and innuendo and triple hear say that this record 
contains. We can answer tee se witnesses who appear and we have— 

and I think you will be satisfied when you see the statements with re- 
spect to the other three witnesses that the story is quite different. 

Senator Monronry. Well, of course, we recognize the limitation of 
any public hearing. That is one reason that I know Senator Payne, 

nator Thurmend, and my self, and the staff members have gone 
ian this country at a considerable amount of inconvenience to our- 
selves to verify and to check and to get the stories correct. It has been 
necessary, be lieve me, to go off the record in order to get the stories 
of existing “live” dealers. It is not an easy matter. It is not easy to 
vet them to come forward and tell their stories, whether they be the 
dealers of independent makes or Ford or General Motors or any others. 








d 


f 


We 
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For that reason it is not entirely necessary in ascertaining the facts 

to conduct only the formal hearings under sworn statements that 
ld be available in a court of law. 

Senator Payne. Mr. Chairman, assuming that all of these gentle- 
men who have appeared, not just here today, but the others concerned 
1 the industry, are interested, I am just wondering if it wouldn’t be 
helpful to them and helpful to this committee also, but basically help- 
fal to them, if in the collation of the information that I understand 
s available now on IBM be broken down with reference to regions. 
Now i — In’t go by States, but by regions, so that, for instance, we 

y that New England and New York State might be in one area. 
hen you might take and key it so many other States that would be in 
nother area, according to zones, so to speak, on an IBM card, could 
then be put through the machine. Then you would be able to tabulate 
ow many of these rephes that came back, for instance, indicated that 
they were under pressure, you would be able to break it down and 
determine where the greatest preponderance of those particular replies 

ippe med to come from. Iam sure that it would be helpful to Mr. 
ord, and I am sure that it would be helpful to the others for them to 
ea second look at an area, maybe, that had a tremendous number of 
ose responses—to go into that section and find out exactly what the 
story might be; whereas if you take it on a countrywide basis it is 
iwfully hard to pinpoint it. I just pass that out as a suggestion. 

Senator Monroney. I think that could be done. It could be done 
to make that available to the companies if they wish to know exactly 

w their dealers answered these questionnaires not just on one ques- 
tion, but on all of them. 

Mr. Forp. It would be very helpful. 

Senator Monronry. You could break it down by States and then 
om that I think you could region: ee it with effective computation, 
ut I think perhaps the list would be better and more effective by 
states. 

| will say to the distinguished counsel that Ford seems to be the 

ly one who seems to doubt that there is considerable unrest. Not 
that the whole industry is bad, no one asserts that. It only takes a 
small percentage of empty buildings on Main Street to lower the rents 
for the whole area, and it only t akes a few bad cases in the C ongress 
to create a distrust of the Congress, but we are quick to correct what- 
ever malignancies occur. I hardly think General Motors would ha 
nade the sweeping changes that they have made in their dealer ah a- 
tionships, had they thought these stories from the comm ittee me m- 
bers, from Admiral Beil, the witnesses, and others, were stories 
ireamed up out of “whole cloth.” 

Mr. Gosserr. I haven’t said that. 

Senator Monronry. But the inference was there that the whole 

tuation that exists in the automotive field is magnified beyond its 

UF ance to the industry. 

Mr, F RD. Senator, we realize we have problems. We are always 
oing to have problems. Certainly a lot of the things that are brought 
ip in these hearings have bases in fact or they wouldn't have been said 
is often as they have been. We have said here today that we are going 

all of these things, review them, go over them, and see what 
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we can do to lnprove our own situation as best we can. We hope 
have good dealer morale now. We think we have. ‘That isn’t to 


that it « t be made better. and that is our objective. 
We want to have our relationship with our dealers just as high, j 
as good as it can be, and have the dealers morale just as high as 
possibly can be and I can assure you that that is our objective. 
Senator Monroney. It makes a better football team if everybody 
play ng for the love of the vame and they think the coach is the rine 
euy in the world. W hen they feel they are likely to vet kicked ot} 
{ 


m if they lose one game, you wind up with a poor team at the 





end ¢ f the season. 

Mr. Gosserr. I think that is true, Senator. There has been critici 
of too much control over the dealers. You used the term this mor 
ing, “apr hn strings in Detroit.” Qn the other hand we have been told 
at these hearings that we ought to stop them summarily from mis 
leading advertising, we ought to stop them from bootlegging, ws 
ought to stop them from using unethical practices. This is a matte) 


that is not simple. It is complex. It requires considerable time and 
study to do a fair job for ourselves and for our dealers. We cannot 


announce any program here without having spoken to our dealers 
about it. I hope that you realize that. 

Senator Monroney. I certainly do, and I know that the dealers, it 
given the opportunity, will be more than glad to help vou, as I under 
stand General Motors was ielped by a group of dealers to really find 
out what was wrong with the irritants that existed in their dealerships 
es mav have been tli 


ird advice that these men Pave. | have 


1: ; : 
I think perhaps some oF these sweeping chan 
P i@htfory 
. . 1 1) | { , 

alked to a few men who told me about the conferences that wer 


held and the things that led up to Lt or 5 stages ot these changes that 


No one knows the final effect. We do nope that with the ereat lead 
ership that your company has with the leadership that General Motors 
has, and with the desire of the little indenendents to live and lei 
live, that we will maintain a strong competitive condition im the 
automotive industry that will sell more and more cars every yeat 
but will look to the sales of the following vear and the vear after that 
and to the survival of the competent, efticient. ethical dealer remain 
ing’ in the picture ina business that he cay he proud to be a part of 
responsible, reliable, and repectable. And I think that is what most 
of the dealers would like to see. The purpose of this investigation 
is no witch hunt. We are not ont for that purpose if we can avoid it 
I think probably more th: any other committee established, we 
voided undue publicity. For about 11 months we were almost a 
+t oh 


sluient as a tomb as we we 


hout findine whatever we could from 


individual spot checks, to try 


to acauaint ourselves with what trulv appeared to be the general con 


broadly pased questionnaire, and 1} 


dition existing in the automotive industry. If we seem to have over 
emphasized the bad, it merely because we are hoping, as anyone 
interested in correcting A malo ancy would he. to help correct that. 
knowing that the rest of the | ody might be in very fine health. But 


} 1 


an align ancy some place in the body ean lead to its spreading through 


ana will hake some contribution to what may 
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ne whole body. and if it can be asee rtained and dae osed, then, 


ps, the industry can help correct it, or perhaps legislation nught 
vested. That is what I think we ere concerned with in dealing 
e Nation's 4 {the world’s most important 1 l t} LL 07 eit 
you have ny further questions ¢ 
Payne. No; I just wanted to say I think that anvbodyv who 
e thing’ objectively } OVI © | to 3 i it the 
try has been through a period where there have been so aes 
reep in and some things happen that aren’t good for anybody 
ed \ ii is | ih perso vwily concerhe i as in the case w re 
ple cannot get along vellon apa reuleay poms. f you can | o 
lint mn of 1c is by hn excehanar of thought Cirat ! rine 
a more harmonious and satisfactory result for the benefit of all 
rned, I think it 1s the thine to do. and it is mv hen hat the 


at this committee has been ti ving to do, and trving to do con- 


vely and objectively, might perhaps have made some contribu 
ie he a . | 


De a ppurer 


hip for you With vour own denlers and vice verse so that the 
ry ean vo forward as it has alwavs gone forward, looking after 
sumer interest and continuing to build a darned good product 


he benefit of | verybody in this country. 


lforp. ‘There is no question that what this committee has done 

rht a lot of things to our attention that maybe we should have 

wit and mivil » eA " le did |] ow 9} iit | . < » ft 1 
Cand ni e SOL peop qid Know avout out ome oO iS 

j z Y 5 ee 

t know about. We certainly propose to do everything in our 


to see that the relationship between our dealers and ourselves 


of the best. We feel that we ean do this better without legisla 


use we think we can work ou our problems with our dealers 
; ; 


thir nuoeh some written wor | of 


PTS nal basi bette than we en 


We know we have problems. We are always going to have 


1 ; . . +4 
ms, but we feel that we are capable of stepping up to those 
and solving them, and that is Just exactly what e propos 
5 \ 
te VIONRONEY SePNnATO!l | MPO cl? 
‘ Ther | Cer er = eee tHhingal 
{Q] HMURMOND. £ GONOT TN cd We ANVOENAINE ese. 
tor Monrony 2 Senator Potter ( 
itor Porrer. No: ] bave nothine 
‘ ; mn 1. ; c Li . 
wv Monroney. Thank vou again for taking so much time to 
re, Aonin flovethe pnt to} mph on pe red \ 1) re VOu 
g ea eraph 1 pas . 
iob started and inst barely st ed. mv associnte and | ( 
to see and to talk with the most valuable single a t we did have, an 
need, hard-working, loval, and extremely patient ce r on 
le t) j ] t ] . 
K that isa vood note to close 
r } a j } . 
orp. They are a verv valuable asset and all of 1 8) eS 


~ 
—_ 


Ir. Chairman, appreciate being here and especially the 
| 


treatment that vou have o1ven us. 


Ato? MONRONEY. Phank vou, and ve are olad to not ave tO pay 
) 
i NAMARA \Er. ¢ hnamMmMan, MAY I make a very minor correction 
record. You inquired as to our policy on selling units to State 
. ] +7 ; Es ! . ae , ' ! 
ents. I said we sold them through dealers. You may have 
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understood me to say we sold to all governmental units through deal] 
ers. The Federal Government, of course, solicits bids direct from the 
manufacturers. 

Senator Monroney. Very well. 

The committee is recessed until the call of the Chair. 

(Whereupon, at 6:15 p. m., the committee recessed until the 
of the Chair.) 





APPENDIX TO FORD MOTOR CO. TESTIMONY 
Exuipnir No. 1 


korD DIVISION Or Forp Moror Co., 
Dallas, Tex., February 14, 1956 
To All District Ford Dealers: 

({ENTLEMEN : In reviewing our present daily rate of sales, it is an obvious fact 
that immediate action is necessary in order to bolster sales and dealer profits, 
and to supplement our February sales jubilee activity. 

On Monday, February 138, your Dallas District FDAF directors met at the dis- 
trict office, and worked out an expanded sales promotional program designed to 
help increase your floor traffic, and result in improved sales and profit condi 

ns. This program is designed to take effect immediately upon receipt of 


i terials, which we will discuss, and having the desired automobiles for sale. 
| You will shortly receive a letter from your chairman, Mr. T. H. Maher, outlining 


» various actions they have taken in your behalf. 
We strongly urge that you set ahout immediately to utilize to the fullest ex- 
tent, the salesman’s letter, trading invitations, post cards, and all other activi 
as covered in both this expanded promotion, and the Ford February sales 
ubilee, as covered with you in our recent meetings. 
his additional activity is basically your February sales jubilee, except as 
ated above, it is considerably expanded, inasmuch as we are advertising a 
nline S-eylinder tudor sedan, unique tutoning, and equipped with Magic-aire 
heater, white sidewall tires, turn indicators, oil bath air cleaner and safety pack- 
A. We suggest that you review your current inventories and if you have 
ih unit on hand, or on order, that you immediately contact your field man- 
ger, or our distribution manager, Mr. C. R. Mathis, to get such a unit, or units, 
hedule for early shipment to you. As Mr. Maher will explain in his letter, 
e entire program is based around this particular type unit, and the sooner you 
urself up to tie in with the program, the sooner will your sales pick up 
e balance of February ce ‘tainly offers all dealers, and salesmen, a definite 
enge to display their ability in a competitive market, and we are positive 
r in the thinking of your committee, if you will follow this program 


‘ 


irtedly and really push it, your profits will be satisfactory, and ce) 


% t 


ommensurate with the effort put forth, as well as insuring satisfactory 
penetration for the month 
Yours very truly, 
J. B. GLass, 
District Sales Managen 


DALLAS DISTRICT, 
Forp DEALERS ADVERTISING FUNpD, INC., 
Dallas, Tex.. February 14, 195 
Ford Dealers, Dallas District. 


( LEMEN: On Monday, February 13, your FDAF directors were in session 
agreed that something should be done immediately to bolster sales and 


s. After a thorough analysis, we have taken definite steps in changing the 
of our advertising, as well as securing some hard-hitting trading invi- 
nd sales letters to be used by salesmen. These will be furnished to you 

by your FDAF at a cost to the fund of approximately $9,000 
strongly urge you to use all of the sales aids being furnished you, as well 
follow through at your local level, to supplement the FDAF advertising. 
s entire program is based upon advertising delivery of a 1956 Ford V—S Tudor, 
passenger sedan, with payments of $58 per month. We call this “the new 1956 
ford mainliner V-8 special.”” The price includes a Mainline Tudor sedan, with 
lord V-8 engine, unique two-tone paint, white sidewall tires, full-flow oil filter, 
Oil bath air cleaner, safety package A, turn indicators, all interest charges, all 
insurance charges, and all taxes, with exception of your certificate of title appli- 

( n, license fee, and local State tax. 
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for as little as SSS per month, equipped as advertised. 
iewing the two trading offers that are led in the package, 
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ent shown in this promotion. The letter should be directed to owners 
1951 and later model years. If we concentrated our efforts on own 
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mimittee has worked diligently, and at considerable length in developing 
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EXxHipir B 
How To Work THE DEAr 
MAINLINER SPECIAL PROMOTION 
Miainliner Special Tudor V-—-S: Styletone, whitewall tires, Magic-Aire heater 
n signals, OBAC, OF, standard transmission, safety package A 


nvoice on above unit (Dallas)___- ; : . $1, 726. 97 
OSS profit ; 


Get ready ener ; . 15. 00 
Commission ~~ P : 30. OO 
Selling gross ih ‘ ov. 38 
Total 1,816 
frue equity a : 154. OO 
npaid balance ‘4 ‘ ; 4 1, 362. 35 
;/-month insurance, class 1-A’* ($50 Deductible individual owner, 
over 25 years of age—pleasure only) ; 144. 50 
Balance to finance Bes oe epee sce ko 2 . 1,506. 85 
6 percent interest, 30 months___-_-~-- la Nae ii arash rate x15 
Interest charges ‘ es ; ince: 226. 03 


Equals gross note divided by 30 months, equals $57.76 per month ($58 


per month ) —- Sciminis Meee tee OO 


‘his is the minimum insurance for this unit. If the customer does not qualify und 
lass 1—A, insurance should be sold in accordance with the customer's qualifications 


EXHIBIT ¢ 


Dealer profit 


tal note i a ke ea a ae ; sas 2 pa a $1, 732 SS 
[ uid balance____ a a a a i La ; 1, 362. 35 
Total charges oe a a hae al ah 7 370, 5s 
ince and Insurance, 20 percent of gross charge____-----_- ae 74. 11 
Si G. P a ae ise aaah wii cle eats sd 9 


Proutscs sa cg sin Sal woot eb danas iain tecnica tain iistineseeneenienaat = 113. 49 
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AUTOMOBILE MARKETING PRACTICES 


Exuisit No. 3 


NEVER BEFORE 
NEVER AGAIN 


WILL WE BE TRADING AS 


WILD 


AS WE WILL THIS THURSDAY, FRIDAY and SATURDAY 


More Than 
150 New Fords To Choose From 


All Colors—All Body Styles—Fordomatics, Overdrives 
ANYTHING You Want For Less Than You Thought Possible 
We Mean Business—REGARDLESS OF PROFIT 


SEE US BEFORE YOU TAKE LESS THAN— 


* 900 For Your "46, '47 or "48 Model Car 
*1100 For Your "49 Model Car 
*1300_ For Your. ‘50 Model Car 
*1500 For Your "51 Model Car 
ea or Your "52 Model Car 
We °1750 For Your ‘53 Model Cor 
fi °2000 For Your ‘54 Model Car 


Me SEE US TODAY—-FOR A ONCE IN A LIFETIME DEAL 


HULL-DOBBS 


ee 6808 Market St. Knoxville, Tenn. 
a 6Across From Courthouse Phone 5-510! . 
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BPxuHieitT No. 4 


ate a“ 


morha UL LAD ) fr sa 


2 aasee | eel 





SEPTEMBER 10 , 1953 






ISSUED BY CAR SALES DEPARTMENT 


“SELLING BLITZ’ DELIVERS 


*110 New Fords in one day! °92 New Fords in one day! 
*103 New Fords in two days! ¢51 New Fords in one day! 





During the past six weeks, spectacular merchandising campaigns developed by the 


dealers themselves enabled Ford dealers in various parts of the nation to explode 


the myth of contracting markets and overproduction in the automobile business 
Every Ford dealer will be interested in the methods these firms employed to sell ; 
at a substantial profit ... a record volume of new cars in one or two days! | 


Here’s example Number One 
The Place: Toledo, Ohio The Dealer: Lee Motors, Inc. 
The Score: 103 New Fords in 48 Hours 


he Lee Motors' "Selling Blitz" was the direct result of a strategy meeting held 
juring the middle of July. The "General Staff" at this Toledo Ford Dealership con 
sists of Matt Tank - General Manager; Ray Tank -- President; and Lee Tank - 
Vice President The result of their 48-hour "Selling Blitz" was the delivery of 
ver 100 new Ford passenger cars. To top it off, an equally successful used car 

mpaign disposed of 91 units the following week -- 7 more than were taken in 


COMPETITION IS STILL TRYING TO 


rade during the two-day new car salesfest 


FIGURE OUT WHAT HAPPENED 


The whole idea was conceived as the result of a successful truck selling campaign 


l personal solicitations proved so effective 


wherein persuasive phone calling and 
hat the Tank Brothers decided to stage even more elaborate maneuvers in concen 


trated effort to sell more passenger cars 


FLASH! CHICAGO DEALERS SELL 2000 
@ NEW FORDS IN ONE DAY! 
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But just like competent military planners, the top-echelon strategists at Lee Motors 
made plenty of advance preparations before embarking onthis ambitious operation 
They first called in Eric, Hansen, Ford District Representative 


, who offered his 


help in securing the cars if the Lee Motors’ Sales Staff could sell them before 
August 2. New car sales manager Russ Sage jumped at the opportunity. 
hen came the job of planning the tactics and organizing the rest of the outfit A 


special fund was set up with Lee Motors' advertising agency which prepared a 


series of eye-catching newspaper ads (see samples) and 60 one-minute radio spots 


to barrage the public during the 48-hour “battle” To further help the promotion, 
hey contracted for a 2-1/2-hour "air attack" to be held on Friday, July 31 a 
1953 plane with a trailer reading "100 Fords - Lee Motors - AD 6225" Arrangements 
were also made for three finance company representatives to be on hand to expe 
jite finance approval. Every employee was alerted . used car salesmen, office 
hel parts and service personnel even the advertising agency representatives 
were called to active duty. A public address system was installed and a velvety 


ed maid was issued instructions for the oncoming offensive 


Here are sqme of the things that happened during that hectic 48 hours 
I 4 PE 


rting with a 6 A.M. breakfast, each of the 80 dealership employees was pre 
ented with one silver dollar. An additional award of five silver dollars was made 


every employee who showed unusual courtesies to customers during the day 


fwo hundred silver dollars were passed out altogether 

More than 2,000 persons attended the sale as a direct result of the spectacular 
romotion Many of them were obviously "pre-sold" on a Lee Motors' deal even 

before a salesman approached them With salesmen unable to devote adequate 
ne to each customer during the rush, some people were approaching others who 


been sold already about the merits of particular models 


The employee participation was a complete success, too. One mechanic, alerted 
the promotion, did such a complete selling job on his family that FIVE cars 

were sold to his relatives! In one instance, some over-anxious customers actually 
ight over delivery of a particular car 


iring the big event, the velvety-voiced lady on the public address system gave 

i sale-by-sale account of the proceedings And as each new car buyer closed his 

jeal, a Lee Motors' employee with a Polariod Land Camera presented him with a 
ytograph of the historic event. 


eunusualtactics more than paid off. The goal of 100 new car sales was easily 
achieved in the 48-hour period. More than that, each of the 16 salesmen was left 
with a "carry-over" list of 25 to 50 "live" prospects for future reference 


However, the new car "blitz" was only the beginning. With a follow-through that 
even Ben Hogan would envy, the Toledo firm bounced right back intothe local press 


2 
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TOLEDO BLADE: THURSDAY, JULY 30, 1953 
TOLEDO TIMES: FRIDAY, JULY 31, 1953 


LEE MOTORS 
"PLEDGES TO SELL > 


100 NEW FORDS IN 48 HOURS 


LEE MOTORS HAS ARRANGED FOR A SPECIAL SHIPMENT OF 100 BRAND NEW FORDS 


FOR THE PURPOSE OF SETTING A NEW SALES RECORD IN JULY! 


TONAL PRE 





x) CASH DOWN 





see 
LOW AS ‘45 MONTHLY: 
“TERRIFIC TRADE-IN *COMPLETE SELECTION = || T*rrifit Bardains 
ALLOWANCES! OF STYLES! | 
one IMMEDIATE DELIVERY 

“NAME YOUR TERMS! att MODELS! 
YOU CAN'T AFFORD TO MISS THIS OPPORTUNITY! SAVE PLENTY! | “MAKE sano ane 
JUST TELL US WHAT TERMS YOUWANT! SEEUSBEFORESP.M.JULY31! | ore il 





So 
—<—_—— 911 CHERRY ST., TOLEDO, OHIO ———-—— “Flector Fervurite Ford Deuter” 
fg : 
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with a hearty "thank you" ad addressed to the Toledo citizenry who had supported 
heir 48-hour selling whirlwind. Then, before the competition could get up off the 
the "Tank Team" went into action again with a used car follow-up campaign 


sa 


with a full page ad in both Toledo papers Again response was overwhelming with 
re than 91 used units leaving the Lee lots as a result of this "tie-in" promotion 


mplete the follow-through cycle, Lee Motors inserted another "thank yo 


with a selected list of other used units they had available for Toledo buyer: 


The cost for all advertising during this new-used car selling spree amounted to 
st $3,500 .. a sum that can be considered a major influence on a complete 
‘wash out" profit of $342.00 realized on each unit moved during the campaign 


From every merchandising viewpoint, the Lee Motors' "Blitz" can be termed a 
huge success. Profit-wise, publicity-wise, prospect-wise, this superb job of 
yrganized selling accomplished far more than preliminary planning had anticipated 


Certainly, it offers conclusive evidence that a concentrated program can overcome 
the most lethargic new or used car market 


TOLEDO BLADE: SUNDAY, AUGUST 9, 1953 
TOLEDO TIMES: MONDAY, AUGUST 10, 1953 


TOLEDO... you re wonderful! 


‘Ie really greutying how f Atos good 
Last Tharedey and Fridey we gambled. We gambled thet one hundred of yoo fo Gene gal Tushes od womepe eo 
Gunes os co ereaneth df ad en at 
















folks would bay « beantiful new Ford from us in two days if you got the right 






we would have we wholesale te cutottown > 
deal. Seo we did it... we contracted for nearly « quarter of « million dollars tnd you took mast of Lier off mr h We 
worth af brand mew Fords... ren a couple ede im the paper nid vou abet 

ver the radie ... hired om airplane to fly arownd « while trailing oar phone 





AND YOU SM AMPED US 


We had well over a hundred mew Fords delivered to ws in a (hour perind and 
we still couldn't eke cere of all af you whe came to on We epologise, Our only 


excuse is that you overwhelmed us with your terrific response. You have con 





ie 6) GHEV “47 PA P 
vinerd us beyond al! dowbt the policy of “volume salee at @ lower profit 52 CHEV If 47 PLYM. 1] 48 Ponte 

Caopenee. Ba Ode este ons = Pas 
merzin™ is sound business =a —3 


| 1 = 
$1495 |} $395 |} $59 
So we think rou're pretty wonderfal. Wonderful two wars. Wonderful the wey 7 nee - ae 7 


you respond to « good deal when you see onc and wonderful the wey yoo 





as and told we vou would be beck when we couldn't give you the Ford 








ted last week. But more new Fords or 





coming im regulerl:, and wel 





ot ee. 


TRUCK BARGAINS TOO! 


we to give you the leirest deel you com get enywhere. Thenks Toledo 


LEE “Zi 
i 


“Toledo's Favoriue Ford Deaier™ 


You're wonderful 


TOLEDO BLADE: SUNDAY, AUGUST 2, 1953 
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TOLEDO BLADE: TUESDAY, AUGUST 4, 1953 
TOLEDO TIMES: WEDNESDAY, AUGUST 5, 1953 


LEE MOTORS AMM57° SELL 


Hiszeeeee caste! 


b tere Pi, COMES, 26 Rise, 
— Cm 
ie - <i 


Fy 








*FORDS anpd eee “he 
*CHEVROLETS } 0524... +1295 1 


[ 
> IN AND SEE US BEFORE 
_ MIDS HT, V NESDAY, AUG 5TH! 


lode’: Favorite Ford Dealer 
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Now here’s the Philadelphia Story 


The Dealer: Ogontz Motor Sales 
The Score: WO New Fords in one Day 


Thursday, August 20th, Philadelphia's Ogontz Motor Sales decided that they 
should "come out fighting" for a larger share of the highly competitive new 
ar market in this, the City of Brotherly Love. 


‘ome out fighting" just what they did because this aggressive dealersh p sold 


is 
the very hefty total of 110 new Fords in just one day! 


Here's the plan the Ogontz organization worked up 


With 120 new cars in stock, Ogontz decided to set a goal of 100 cars in one day 

selling effort Knowing well the value of getting the word around in the right 
laces, they budgeted $1,300 for advertising and promotional expense. With this 
m they placed 4 good-sized ads in the Philadelphia papers and backed the ads uy 
with spot radio announcements They had 18 salesmen on hand for the occasion, 
naking sure they were not caught short on personnel to handle the expected throngs 


A special incentive plan was worked outforthe sales force and was made generous 


enough to set the selling mechanism into high gear Very important, Ogontz 


burned the midnight oil on the Tuesday and Wednesday preceding the "blitz" tc 
prepare 90 of the 120 cars for immediate delivery to customers 


On Thursday morning of the Ogontz "blitz", kick-off time was set at6 A.M At 
this time a breakfast was held on the premises and five dollars distributed to each 
personattending. The staff was alerted to a huge thermometer set up in the show 

room with graduations numbering up to 100 That was the goal and with opening 


f the doors, both the public and the Ogontz sales force began to "make the tem 


perature rise" very rapidly 


Reaction from the public was overwhelming Hundreds of people came tumbling 

the showroom to inquire and put their money on the line The crush was so 
ntense that salesmen were not able to leave the floor Realizing that outstanding 
selling effort can create a pretty good appetite, the Ogontz management sent out 


r hot lunches which were served to the salesmen even as they worked 


Evidently the word really got around by dinner-time. Ogontz reports that the 

wroom was jammed from 4 o'clock through the rest of the evening. Two men 
were assigned to okaying time payment transactions, two extra girls helped to 
speed billing while the salesmen went right on selling 


the afternoon, a natural slack in the day's activities gave the Ogontz sales force 
a chance to re-examine their position and also an opportunity to send salesmen out 

question passers-by about possible sales. Phone calls were also employed to 
rge more prospects into the showroom. During the entire day, telegrams were 
sent at hourly intervals to people who had bought cars from Ogontz in the past. 


Was the Ogontz effort worth-while? You can bet it was! The hoped-for goal of 
90 was exceeded as 110 new cars were sold andprofits were shared by the entire 
rganization. The reason back of it all... thorough planning, excellent organiza 

effective advertising and an enthusiasm that still has the Quaker City talking 


6 
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Here’s example Number Three 


The Place: Birmingham, Michigan 
The Dealer: Harold Turner, Inc. 


The Score: 92 New Fords in One Day 


This is the "grand-daddy" of all the selling "Blitzes" that are gaining such pop- 
ularity across the nation Harold Turner, Inc. sold and delivered 92 new Ford 
cars last July 2lst and established a selling trend that will be remembered years 
from now 





The Turner story runs like this: Harold Turner and his sales manager, Eddic 
Steele, were talking business. Neither of them quite remember how it came about 
but by the time they were through, Steele had bet Turner that he and his sales 
crew could sell 50 cars in one day. The boss naturally took him up on the bet and 
dynamic Eddie Steele rolled up his sleeves. 


First thing on the agenda was a sales meeting to plan strategy that would beat th: 
boss on the wager Steele told his men to call every prospect they knew and tell 
them that they wanted to put the prospects in a new car the next day. 


The following morning, Steele invited the sales force to a six o'clock breakfast 
After a good meal and another pep talk, the salesmen went off to "battle". As the 
day went on, sales activity increased like a toboggan racing downhill. 


Steele painted every salesrnan's name on the showroom window and marked ur 
each deal with his brush and window paint as the sale was closed. The 92 sales 
formed six columns of names on the window. The printing of the names appeared 
backwards from the outside, and attracted attention; people appeared in,the show 
room out of curiosity; at one time, one salesman had four people waiting to close 
deals. Total attendance for the day exceeded that of an open house party when the 
dealership was opened; promotion money was spent to attract people to the open 
house, while on this occasion no funds were expended. Local bank and finance 
company men were most happy to come in to handle credit; several used car 
dealers were called to help on appraisals. Upon conclusion of the appraisal by 
these used car men, the new car salesmen found the customers easily receptive 
to their closing figures. 


To use Steele's words, "Every one of the salesmen just seemed to catch fire!" 
Steele commented later that the feat was possible only because his salesmen are 
"just a bunch of youngsters with no fear of what can not be done." He said, 
"Almost all of them came into the auto business soon after World War II. They 
are aggressive and nobody has ever convinced them that good things couldn't be 
accomplished. They passed the goal of 50 at 4:00 P.M. The buying public was 
stimulated like people are whenthe home town ball club rallies in the ninth inning!" 





The star of the one day "Blitz" was salesman Johnny Cox, who sold fiftecn cars, 
making his fifteenth sale just before midnight. He phoned a prospect who had 
already gone to bed and persuaded him to get up, get dressed and céme down to 
the salesroom immediately. He did so, and bought a car. 


7 
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That's the story of Harold Turner, of Eddie Steele, of Johnny Cox, Frank Ballard, 


A 


Bob saffell, Jack Albright, Karl Bronson, Hugh McGucken, Dick Turner and 14 


other salesmen who went to work and in eighteen hours -- from six A.M. to mid 
night -- sold 92 new cars. (These were individual sales -- no fleet deals. ) 
No preliminary buildup by the salesmen was involved Yet look what happened 


hen this determined sales force decided to employ sheer salesmanship all day 


g._right up to_ midnight! 


troit papers gave the Turner "Blitz" excellent publicity. And the Motor City is 
still buzzing about the merchandising show that happened right under its nose 
Because here was a spontaneous exhibition of "Blitz" selling that virtually demol- 
shed traditional sales promotion techniques 


Example Number Four 


The Place: Lansing, Michigan 
The Dealer: Bill Burgess, Inc. 


The Score: 51 New Fords in one day 


refaced by a 6 o'clock kick-off breakfast on the morning of August 27th, Bill 


Burgess' "Name Your Deal Day" got underway publicly when the showroom doors 

swung open at 7 A.M After 17 hours of solid selling, the scoreboard showed a 
al of 51 new cars -- proving once again that spectacular efforts bring spectacular 

results! 

"We told the public we were going to sell one new car every 20 minutes," said 


Mr. Burgess, “and that's exactly what we did However, the response was far 
greater than we anticipated. In fact, we could have sold 100 cars if we had them!" 


Plans for the Burgess “Name Your Deal Day" were started at noon on Tuesday, 
August 25th -- less than two days.in advance. During the next 24 hours the forth 

oming event was known only to Mr. Burgess ... General Sales Manager Walter 
Boening ... and Used Car Manager Max Curtis (plus, perhaps, some intuitive 
service personnel who started on Tuesday nightto prepareall 51 cars fordelivery). 
The plan was presented to the sales staff on Wednesday, August 26th, on which 
jate a noon radio spot caught the ears of an attentive public 
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Excellent newspaper coverage was achieved through the use of an ingenious t-« 
r r 


nique. On both the day before the sale and the day of the sale, a number of si 


x 


imn teaser ads were scattered throughout the paper, referring the reader 
full-page ad in the same issue In addition, 10 TV spots (two stations) a: 
radio announcements (two stations) brought the glad tidings into the homes 


automobiles of the Lansing populace 


In an attempt to provide adequate space for prospects and personnel, all the ney 


cars were lined up outside the dealership and 14 closing desks were placed in th 


showroom Fifteen salesmen and two appraisers worked at break-neck speed 
an effort to keep pace with the Ford-buying throng -- while two representatives 
from the finance company were kept busy okaying the time-payment deals. Sales 


were recorded on a scoreboard, which rang a bell at the close of every new dea 
g 


At night, two 60-inch searchlights swept their beams across the star-studd 
skies while inside, a small orchestra furnished music suitable for the occa 
sion. The entire promotion, costing $2,000, actually did far more than enough 
for the crowd was too big to handle properly And so contagious was the enthu 
siasm that even some of the dealership employees suddenly felt an irrepressible 


urge to buy a new car! 


Despite the fact that all 51 cars were ready to go on the day of the sale, most of 
the deliveries were made on the two following days As soon as a trade 

arrived, it was driven to the used car lot by the salesmen, thus eliminating any 
chance of a mix-up. Inventory of all used cars was taken at the close of business 


on Saturday, August 29th 


After the big sale, a follow-up "thank you" ad was run inthe newspaper. This ad 
also stated that the trade-ins would be reconditioned and made available to th 
public as soon as possible A tremendous used car sale is planned for the near 
future, with a goal of from 50 to 75 units Judging from past performance, this 


will be a push-over for Bill Burgess, Inc.|! 
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SUGGESTED IDEAS FOR A “BLITZ” CAMPAIGN 


NG THE CAMPAIGN -- Note how carefully most of the dealers described 


oklet laid the plans for their spectacular one or two-day selling program 


them laid aside an adequate advertising fund made extensive use of 


hitting, business-like advertising in local papers, radio and TV spots 


»yed other "gimmicks" such as airplane advertising. Every means should 


to "get the word around" Perhaps a name for an intended campaign like 
rge "Name Your Own Deal Day" will serve to get maximum consumer 


nt 


Advertising should not ref 


lect any form of distress merchandising or 











ization should be mobilized Each individual should have a specific 
Salesmen should be briefed thoroughly Personnel might be offered 
added incentive deemed worthy for the occasion Don't hesitate to call 
ym financing sources Since business will be done at a rush pace, prep 
ild be made to deliver in a reasonable time after sale Tl rade-ins 
ef nventoried 4 precaution that will save plenty of headaches 
aif€ pe io 
ould be set up for maximum publicity effect Searchlights, live or 
1 k ic announcement of each sale, photographing each buyer as 
»ysed, telegrams to Ford owners and to other prospects, scoreboards 
men n fact, any "twist" that will excite local interest should be ir 
p ning Remember, showmanship and salesmanship go hand in hand 
ON OF CAMPAIGN - *‘Makeready" will almost determine the smooth 
"Blitz selling operation Processing of sales, however, will need 
on Most important will be the briefing of regular and extra person 
» keep the buyers flowing through with minimum delay That's why 


should be explicity informed about the kind of deals the house is pre 

>r and also why it will probably be weil to enlist the aid of a financing 
Employee incentives play an important part in processing sales. Ogontz 
*xample, gave very liberal sales commissions, as did Harold Turner. 


-e Motors and Bill Burgess did not change their compensation plans 


eating on the premises will also provide a maximum of "on-the- 
or sales and accounting forces A telephone call to the local news 


ainly in order if the public respamse is as heavy as in the four case 





an interest 
their campaign. Salesmen should also be cautioned that floor traf 
only source of sales At the first sign of a letup, they should be on 


ady discussed. All dealerships reported newsworthy hur 


en out in the street -- spear-heading a drive to get more and more 


the showroom 


10 
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| MR G P MONTAGNET MGR 


CAR SALES DEPT 





FOLLOWING IS RECAP OF THE NEW CAR AND TRUCK SALE 


HELD AT DEFOE MOTORS BALTIMORE MD THURSDAY 8/27/53 


NUMBER SALES 28 NEW CARS 
PUBLIC ATTENDANCE ESTIMATED 4500 
WASHOUT ESTIMATED $265. BASED ON LOW BOOK VALUE FOR 


USED TRADES BEFORE SALES COMMISSIONS 
COMPENSATION 25 PCT WASHOUT UP TO 50 UNITS 
37 1/2 PCT WASHOUT 50 TO 100 UNITS 
50 PCT WASHOUT OVER 100 UNITS 
NUMBER OF SALESMEN 18 
ADVERTISING MEDIA NEWSPAPER ADS TELEVISION SPOTS 
RADIO SPOTS TELEGRAMS HANDBILLS 
CONVOY LOAD OF NEW CARS PARADING 


CITY STREETS AND GIRL MODELS IN 


CONVERTIBLES 
ADVERTISING COST APPROXIMATELY $2500, 00 
OPEN HOURS 6.00 AM TO i2.00 MIDNIGHT 


CONGRATULATIONS ARE IN ORDER. TO PAT DEFOE OF DEFOE 


MOTORS FOR ESTABLISHING A NEW WORLD'S RECORD 


R B KINSEY CAR SALES DEPT 
REG MGR SOUTHEAST REGION 
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A CHECK-OFF LIST TO HELP PLAN A “BLITZ” CAMPAIGN 


I ros ur with ke personne 
Pla and establish advertising budget radio, TV, newspaper, direct ma 
handbill bus posters dt 


Be sure to hold early breakfast meeting before "kick-off" time. 
4. Prepare suitable number of units for delivery (VERY IMPORTANT). 
seneral review with sales force 
ncentive plan for sale duration 
b. specific assignments to each man 


explain handling of appraisals 


explain finance approval (us ng tinance company assistance) 


¢ >) fficient salesmen to handle prospects 
7 Orga e Dili Q rks 
8. Have safe supply f rder blanks and necessary forms 
) Be sure to tag all inventory that is sold (gummed windshield stickers best) 
ljentify and establish l ation of trade-ins 
Rent earchiignt 
Display units to be sgld in mass, wherever possible 
Serve hot meals to personnel (this helps create an atmosphere of activity) 
+. Make full use of PA system in showroom 


Prepare whatever incentive you think advisable for all employees 


¢ Use plenty of banners and streamers 
Keep the "traffic" moving 
a. hav plenty of closing desks 
b. make plenty of phone cails® 


send as many as 50 telegrams to old customers 
employ on-street solicitation, advising all of deals 
mploy orchestra or use recorded music 

18 D t rest on your laurels! 
use "thank-you" ads in papers 


prepare similar used-car campaign to follow immediately 


follow-through on prospect lists developed 
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Exiurir No. 5 


Forp Morork Co., 
Dearborn, Mich., February 24, 1954. 

{]1 Ford and Lincoln-Mercury Dealers: 

You are aware of the inroads currently being made in the long-established 
retail sales practices of the automobile industry by unethical bootlegging of cars 
| trucks. 

In our opinion, no other practice can so quickly and completely destroy your 
st valuable business asset—your Ford or Lincoln-Mercury franchise to sell 
s and trucks. 

When a dealer bootlegs a car or truck—makes possible its sale to the retail 
tomer by other than an authorized dealer—he is automatically doing these 
things: 

(1) Losing direct contact with the ultimate user of the car; 

(2) Losing the opportunity to service that new-car owner and to build 
him into a long-time—if not lifetime—buyer of the products, accessories, 
and services he, the dealer, has to sell; 

(3) Running the risk of having his product appear as “distress mer- 
handise,” in the eves of the buying public, at least, on used-car lots; 

(4) Undermining the basic principles of automobile distribution which we 
are constantly seeking to improve and under which so many dealers have 
prospered for so long; and 

(5) Making it less likely for the customer to receive the full benefit of 
his warranty and additional services to which he otherwise would be 
entitled. 

lo protect the investment of hundreds of millions of dollars you, as Ford 
1 Lincoln-Mercury dealers, have made in buildings, facilities, and equipment ; 
make certain that the buyers of our products have available to them the 

ces of the 65,000 mechanics and technicians you and we have trained and 

oped; and to assure yourselves of continuing profits from the sales of the 
line of cars and trucks the industry has ever known, you should discourage 
gzing in every possible way open to you. 

We have received a number of complaints directly traceable to our own 
ers. We have the names of those dealers. We will deal with each case 
in individual basis, in order that the foregoing considerations may be brought 
the personal attention of any dealer engaging in the practice. 

Bootlegging is not, unfortunately, something new in the automobile business. 
It has raised its rather shabby head in the past. But, as in the past, I am 
fident of our ability, working together, to eliminate this or any other selfishly 

ivated practice which is against the best interests of the customer, the dealer, 

d the company. 

I connt on your cooperation. 





HeNry Forp II. 





Exnrerr No. 6 


ExHipir I. LeGistative REMEDIES FOR BoorLeGGINnG 

\ number of bills have been introduced in the Congress in the iast 2 years 
lesigned to deal with the problem of new-car bootlegging. 

On May 27, 1955, Representative Steed introduced a bill (H. R. 6544) which 

ld make lawful the insertion of provisions in sales agreements that dealers 
shall sell only within designated geographical areas. Presumably, this. bill 
would authorize restoration of the service commission and territorial se- 
urity provisions which formerly were included in automobile sales agreements 

d which were intended, among other things, to minimize bootlegging. 

In 1938, a provision was inserted in the Ford sales agreement which had as 
ie of its purposes the discouragement of bootlegging. It provided that if 
ne of our dealers sold a new vehicle to a customer residing in an area in which 
ther authorized dealer was located, the selling dealer would pay a service 

mission of $30 to the dealer in the customer’s area. It also provided that 
e company would act as umpire in the event disputes arose between the 
nliers 

In practice, enforcement of this provision was found to be both unpopular 
nd impracticable. The provision contemplated that the dealers willingly 
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would honor their obligations. But many of the dealers would not do so, and 

company was looked to as a collection agency between the dealers. Fina 
the number of disputes between dealers grew to unmanageable proportions, a 
the company ceased trying to enforce the provisions. 

We believe that there is a sharp difference of opinion among Ford Mot 
Co. dealers as to the desirability of closed territories, or territorial securi 
From the answers submitted on this question in the questionnaires circulated 
by this committee, it would appear that there is a similar difference of opini: 
on this subject among dealers generally. Of the dealers who expressed the 
selves on this question, 8,693 were in favor and 7,766 were against territorial 
securit) 

Our past experience with the subject of closed territories for dealers lea 
us to doubt the wisdom of employing in automobile sales agreements the ty 
of provision permitted by the Steed bill. Our doubts are reinforced by thi 
dramatic changes that have occurred in our way of life in the last 15 yea 
Our population is now more mobile and fluid than before, and people frequent) 
move their residences. People often buy cars on trips, or while away fri 
home, and many customers prefer to buy from dealers in communities other th 
those of their current residence. 

We do not believe that contractural prohibitions of the type authorized | 
the Steed bill would be in the best interests of the public, the dealers, or tl 
manufacturers. Competition among dealers in the same make of cars is a ty] 
of competition which, we believe, Most dealers welcome and which ultimate 








is in the public interest. 

A second type of proposed legislation would make it lawful for automo! 
manufacturers to provide in sales agreements that the dealers shall not s¢ 
vehicles to other than authorized dealers for resale and would permit termin: 
tion by the manufacturers of dealers who knowingly violate this provision (S$ 
3596, introduced by Senator Potter for Senator Dirksen, and H. R. 9769, in- 
troduced by Representative Crumpacker ). 

While passage of this type of legislation would tend to clarify the law, we doubt 
that such legislation is desirable or necessary. It would place a heavy respo 
sibility upon the manufacturers to assure that any action taken by them against 
bootlegging dealers would be completely fair to those dealers and to all other 
dealers. In this connection, it often is very difficult to determine whether a 
dealer knowingly has engaged in new-car bootlegging. 

This type of legislation also would provide an additional basis for terminating 
dealers’ sales agreements and would furnish to the manufacturers a further 
measure of control over the business of their dealers. We doubt that this is in 
the best interests of either the dealers or the public. 

A third type of legislation designed to eliminate bootlegging would make it an 
unfair method of competition for a manufacturer of motor vehicles to deliver 01 
agree to deliver motor vehicles to any person, partnership, or corporation, who 
sells for resale as new vehicles in competition with that manufacturer’s fran 
chised dealers, would make violation punishable as a misdemeanor and would 
require the manufacturer to respond in treble damages to any person injured in 
his business or property by reason of a violation (H. R. 5947, introduced by Rep 
resentative Williams). 

We think that this type of legislation is unreasonably harsh and unfair to the 
manufacturers. It is the dealers, and not the manufacturers, who make the 
bootleg sales in the first instance. Manifestly, it is impossible for the manu 
facturers to know in advance whether dealers will bootleg particular units sold 
to them. In order to protect themselves, were this type of legislation enacted 
into law, the manufacturers would be forced to exercise such caution, and police 
their dealers so closely, that only harm could result to the interests of both the 
dealers and the manufacturers, as well as to the interest of the consuming public. 
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EXxHIsIT No. 7 
Exureit III 


DecEeMBER 16, 1953. 

4 sound advertising program is of vital importance to the merchandising of 
product. Proper dealer advertising practices can go far to build wide public 

tance for Ford products. 

We think you will agree that you have been provided with the best product in 
industry and that your interests and ours will be best served by advertising 
tices that are directed toward acquainting the customer with its superior 
ts. Strong, competitive advertising is the hallmark of successful selling in 
jutomobile industry. On the other hand, any advertising that depreciates 
value of our product in the public mind by tending to label it as distress mer 
lise or otherwise indirectly reflecting upon the product or the dealer is harm- 
to the product, the dealer, and the manufacturer. 

fhe introduction of our new models offers an opportunity to urge all dealers 
ise constructive advertising which emphasizes the worth and superiority of 
products and to avoid advertising that directly or indirectly reflects un- 

orably upon the value of the product or causes customers to criticize advertis 
epresentatious made by the dealer. 

Any dealer who employs “would-you-take” offers in promoting sales should 

any improper use of this medium. For example, the dollar amounts set 
n such offers should be a fair approximation of what the dealer would be 
to allow on the vehicles involved on the basis of final appraisals. 

We urge all of you to conduct your advertising activities on a plane designed 

d goodwill for both the product and your dealership. 


Exnipit No. § 


Exuipir 1V 
DECEMBER 9, 1955. 

Krom time to time, we have written you with respect to the vital importance 

sound advertising program to the merchandising of Ford products. 

\s you know, we firmly believe that competitive, but proper dealer advertis- 

actices can go far toward building wide public acceptance of Ford prod- 
In general, we find that dealers have adopted advertising practices that 
building wide public acceptance of Ford products and are in keeping with 
provisions of paragraph 11 (k) of the sales agreement. 
Ss provision, as you know, was inserted in the sales agreement between 
id ourselves for the express purpose of stating our policy in this respect 
d, among other things, it specifically provides, with respect to advertising prac 
that you shall: 
* avoid in every way any practice or advertising that is or might be 
letrimental to company, Company products, or the public, or to which company 
object as being dertimental to the good name, goodwill or reputation of 
pany or company products.” 
It has come to our attention that, unfortunately, some dealers are using adver- 
scopy of a type which causes customers to criticize severely the representa 
us made in the copy. 

There can be no question but that all of us need and want strong, competitive 
‘rtising. On the other hand, advertising that is misleading or deceptive is 
mful to the public, our dealers, and the company. 

rie use by dealers of such detrimental type of advertising copy, if continued, 
will destroy much of the good will of the public toward Ford products, the Ford 
dealer organization and Ford Motor Co. 

Cheretore, in the interest of protecting the public, other dealers and ourselves, 
we shall insist that all advertising comply with the provisions of paragraph 11 
(k) of the sales agreement. 

We again urge all of you to conduct your advertising activities on a plane 
designed to build good will for both the products and your dealership. 
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Exnisir No. 9 





Roy H. ANDERSON—F orp Moron Co, STATEMEN1 


: Mr. Anderson, with his brother as a partner, was a Ford dealer in Boz 
Mont., from 1937 until the summer of 1950. At various times during this per 
the dealership also handled Mercury and Lincoln cars and Ford tractor produ 

Mr. Anderson testified that, although his dealership secured a Satisfact 
volume of business, he continually was urged by Ford Motor Co. representatiy 
to buy more cars and trucks and to secure a greater portion of the busi 
regardless of its effect on his profits; that in 1948 the Ford district sales mar 
ager demanded the construction of a new building; that, after the dealership | 
expended $16,000 on modernization of the front of a leased building, furth 
demands were made for the dealership to remodel the remainder of the leas 
building or erect a new building: and that in the spring of 1950, rather th 
accede to these demands, the partnership elected, at the company’s request, 1 
resign and sell out. Mr. Anderson further testified that the dealership y 
damaged in effectuating a sale of its assets by reason of the fact that the For 
district sales office released information to a prospective purchaser containe 
in a confidential financial statement submitted by the dealership to the compan 

The facts, as developed by our investigation and inquiries, are that during 1 
of the period following World War II that Mr. Anderson and his brother operat 
this dealership Ford Motor Co. cars were in very short supply. The availa 
production was allocated to dealers, most of whom clamored for more 
Under these circumstances, it is difficult to believe that any pressure to 
more Cars was put upon the Andersons. During the entire postwar period, t 
Andersons’ dealership reported excellent profits. 

During the postwar period, the company’s surveys of the facilities of 
dealership revealed that they were inadequate to handle the service business 
that was available in the locality. Customer appointments for service wor 
had to be made at an unreasonably long period in advance of the time of th 
performnee of the work. The truck facilities of the dealership also were inacd 
quate, and it lacked hoists capable of lifting larger trucks. 

These deficiencies were repeatedly discussed with the Andersons, commencing 
in September of 1947, and on numerous occasions thereafter. Instead of 
proving their service facilities, however, the Andersons elected to modernize t 
front of their building 

As the supply of cars began to catch up with demand in the spring of 1950, 
became evident that the Andersons were not developing a sales organizati 
competent to sell automobiles in a competitive period. After discussions wit 
the Andersons on this point, they were requested either to improve their opera 
tions or to resign. They elected to resign, subject to a suitable purchaser being 
found for such assets of the dealership as they desired to sell. Such a purchas 
was found, and the sale was consummated. 

A careful investigation and inquiry provides no support for Mr. Anderso1 
contention that representatives of Ford Motor Co. disclosed to a prospectiv 
purchaser information from the dealership’s financial statement furnished 
the company. Unfortunately, the Ford district sales manager with whom Mr 
Anderson dealt at the time of his termination is now deceased. 
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Exnisit No. 10 
LorEN C. MAxwWELt—Forp Motor Co. STATEMENT 


Mr. Loren C. Maxwell is presently a Lincoln-Mercury dealer in Boise, Idal 

Mr. Maxwell testified that he sold approximately 125 cars in 1954 and 1% 
in 1955, and that he would probably have sold more if he did not have to conte! 
with the sale of so-called bootlegged vehicles in his area. Our records on Mi 
Maxwell’s operations indicate that reported sales were 91 new cars in 1954 and 
130 new ears in 1955 

Mr. Maxwell contends that it cost him approximately $1,000 to perforn 
warranty service on the alleged bootlegged vehicles; that he was under constat 
pressure “to expand his capital plant,” and this had been done; and that he had 
been encouraged by Ford Motor Co. to engage in blitz sales in order to increase 
his sales volume. 
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h reference to Mr. Maxwell's contention that Ford Motor Co. pressured 

to expand his capital plant,” the facts are that district sales representa 

have urged him repeatedly to consolidate his operations in order to reduce 

erhead. On many occasions during 1955, our district representatives have 

seled with Mr. Maxwell in an effort to encourage him to reduce his high op- 

ng costs, and in 1955 he did sublease his body shop to an outside scurce on 

tives nrofitable lease basis. A recent analysis of Mr. Maxwell’s operation by Mer- 
ry division sets forth the fact that if Mr. Maxwell had followed the recom 

nar endations of our district representatives, he would have operated his business 

} ic the year 1955 with approximately $27,000 less investment. 
he Since the sales penetration of Mr. Maxwell’s dealership has been below dis 
ase tf average in both 1954 and 1955, we have encouraved him to increase his sales 
tT <a S 

We have never encouraged any misleading or deceptive practices on his part 
the part of any other Mercury division dealer. Rather, we believe that 

r ncreased volume of sales, along with a reduction of high operating costs, 





ne ld importantly increase the profits of Mr. Maxwell's dealership and we will 
nue to aid him in every way We can in this direction. 
i 
! 
Exutpit No. 11 
. J. A. Hinore—Forp Moror Co, STATEMENT 


ir. Hinote testified that he had successfully operated a Lincoln-Mercury 
lership in Reno, Nev., tor a period of 54% years and was then forced to sell 
t because he refused to violate his principles of sound business. 
a \mong other things, he complained that “packing is engaged in by all dealers 
my area” and was practiced by him also, and that “Lincoln-Mercury has 
dopted the policy of volume wheel and deal selling in my area.” He also 
entioned that “blitz sales” of competitive make cars are bad in Reno. He com 
ned about factory policy in establishing new dealers in what he considered 
is area, and the fact that “false registrations are encouraged in my area by 
Ford and Chevrolet.” 
lhe facts, as developed by our investigation and inquiries, are that Mr. Hinote 
is Simply operating a low-volume, high-price business and that he was not 
petitive in his area. As Mr. Hinote stated, he did employ a “pack” in that 
ted prices that were above the factory suggested retail prices for his 
( He also followed a very noncompetitive policy with respect to trade-in 
ances, which meant that the net prices paid by his customers were highet 
those of other dealers with whom he was competing. 


Naturally, because of these policies, his sales and profits suffered, as well 
e sales of Lincoln and Mercury cars in his area. 
\ccording to our records, Mr. Hinoete became an officer and minority stock 
‘1 er of the corporation on December 28, 1950. Following are the nnit sales 


et profits for the years 1950, 1951, 1952, 1953, 1954, and 10 months of 1955 
r Reno Motors: 





oe SIL ~ 
156 23 
iti ; 
M 4 1S 
ith ) 4 
nd | 

\ adequate supply of cars became available to dealers in the latter part of 
n oo and during the years 1954 and 1950. It is quite evident from the above 
nt sures that during these years Mr. Ilinote did not take advantage of the iilabsde 
tunity as did most other Mercury dealers to increase his volume to a point 

S¢ here his operation would produce a reasonable protit. 
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The following data shows Mercury’s percentage of its price class in the 
market as compared with the price class penetration in the Oakland d 
market as a whole: 


Mercury price cl 


penetration 
Reno Oal 
| da 
Percent 
1952 14. 44 | 
1953 16 13 
1954 12 07 
1955 (10 mitt ly toO is 9.7 


It can be seen from these data that Mr. Hinote’s sales penetration in his mar 
declined steadily from 1953 through 1955. 

As far back as April 16, 1954, our district personnel conferred with Mr. Hi: 
with regard to deficiencies in his operation. The following is a quotation 
a report by the company’s zone manager to his district sales manager on Apri 
1955, with respect to efforts by the company to help Mr. Hinote: 

‘The dealership was consistently in the red for the year 1954; therefor: 
situation was brought to the attention of Mr. Hinote. I pointed out on every 
that this losing condition was directly attributable to his lack of car sales volu 
an obvious fact. To correct this situation I suggested to Mr. Hinote on ever 
occasion that he employ certain sales techniques known to be sound and pra 
ticable. These included the use of more aggressive advertising mediums; th 
hiring of additional salesmen, young, hard-working men; the hiring of an ex. 
perienced, mature, but not elderly sales manager who would follow through with 
suggested daily practices known to produce business—i. e., telephone calls, per- 
sonal solicitations, mandatory demonstrations, etc. 

“Morning sales meetings of an enthusiastic nature were recommended as \ 
as trading policies that definitely produce more volume. 

“It was questioned if more retail used car volume wasn’t perhaps desired | 
put Reno Motors in a better light, trading positionwise. Finally I suggested t 
Mr. Hinote that he work in closer cooperation with Ford dealers in outlying 
territories, thus increasing volume and net profit. 

“On none of the above suggestions was any appreciable action taken. Mr 
Hinote insisted in conducting his business without benefit of suggestions whi 
have proven of merit in other dealerships. This lack of cooperation continu 
through an entire losing year and as a losing dealer to date for 1955.” 

After more than a year of persistent effort on the part of our district an 
regional organization to assist Mr. Hinote in improving his operation, it final 
became evident that nothing further could be accomplished, and he was give! 
notice of termination in August 1955, effective 90 days thereafter. 

When the replacement dealer took over in November Mercury’s price class 
penetration in Reno had dropped to 8.2 percent. In December the new dealer 
increased it to 11.3 percent and in January 1956 to 12.1 percent. 

Evidence that a dealership in Reno should be profitable is illustrated by a 
comparison made between Mr. Hinote’s operation and that of a similar dealer 
operating in a very similar community in the same general area. This com- 
parison shows that in the first 10 months of 1955 the other dealer, while securing 
21.4 percent of price class in his own area, made a profit of $107,200 during the 
same period when Mr. Hinote’s statements reflected a profit of only $4,200 

Mr. Hinote stated that he had to perform warranty service on bootlegged cars 
and that he did so at his own expense. It is the policy of the Mercury divisi0 
to entertain warranty and policy claims from any dealer even though they relate 
to a new car owned by other than the original purchaser. In this latter cas 
a dealer submits his claim and is reimbursed by the company at his full retai 
labor rate. This policy is outlined in our Warranty and Policy Procedure Manua 
which is issued to all dealers. 

Mr. Hinote commented that the Mercury division placed other dealers adjacent 
to him. Our records show that the Mercury dealer closest to Reno is located 
Carson City, about 30 miles away. This dealer was appointed in May 195) 
Because of the considerable distance from Reno of many localities such as 
Carson City, Fallon (63 miles), Garington (82 miles), and Tonopah (246 miles), 
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was decided early in 1955 to appoint Mercury dealers in these areas. In each 
hese areas, there were competitive dealers, but no Mercury representation. 
had become very evident that people in these communities would no longer 
el to Reno for Mercury service when they could buy a competitive product 
illy and have it serviced locally. Following the placement of Mercury dealers 
these localities, our penetration in these areas increased from 6.7 percent of 
e class in the first 4 months of 1955 to an average of 20.5 percent in the last 
iths. 
\ final point—after the notice of termination was sent to Mr. Hinote, the 
iy division located a buyer for Mr. Hinote and he sold out his business 
the following favorable basis: 
Ford Motor Co. parts.—Mr. Hinote was paid the dealer net price for all Ford 
‘Co. parts usable without modification on 1952 through 1956 model Lincoln 
Mercury automobiles. 
Other part.—For other-make parts usable on 1952 through 1956 model Lincoln 
Mercury automobiles, Mr. Hinote was paid his replacement cost new, as 
ermined by the most recent vendor's invoice, or as determined by an inventory 
irk service selected by the parties. For those parts usable on 1949 to 1951 model 
rs inclusive, Mr. Hinote was paid 50 percent of the dealer net price on Ford 
Co, parts and 50 percent of the replacement cost on other parts, 
Other materials.—For oil, gas, body, and paint materials, Mr. Hinote was paid 
() percent of their replacement cost. 
Vachinery and equipment.—Mr, Hinote sold certain of his machinery, shop 
pment, furniture, signs, and office equipment, for a total price of $22,000. 
s compares with a total books value of $17,907.65 for Mr. Hinote’s assets of 
nature, as reported on his financial statement of October 31, 1955. 
Leasehold interests.—Mr. Hinote was able to transfer to the new dealer his 
ra eases of real estate. 


. th In conclusion, it is our view, after a thorough examination of the facts avail- 
1 @X- le at our Detroit offices, that an effort was made by our field sales personnel 
with » assist Mr. Hinote in putting his operation on a sound and profitable basis, 

per 


ExuHIBIT No. 12 


dt Forp Moror Co., 
J Washington, D. C., March 23, 1956. 
wis Davip Busby, Esq., 
a Special Counsel, Subcommittee on Automobile Marketing Practices, 
Mr United States Senate Committee on Interstate and Foreign Commerce, 
hi Senate Office Building, Washington, D. C. 
nue Dear Str: Ford Motor Co. submits the following information requested by the 


ibcommittee at its hearing held on March 12, 1956. 

1. With respect to Mr. Ford’s comment at page 1809 and Senator Monroney’s 
al request at page 1815 of the record, we wish to advise that Mr. Merrell’s file has 
ive! been reviewed, and it contains no list of Ford Motor Co. dealers who contributed 
to the 1952 Republican campaign fund, except a list of Oregon dealers sent to 
Mr. Merrell by Mr. C. Edwin Francis of the Francis Motor Car Co., a Ford dealer- 
ler hip in Portland, Oreg. A photocopy of the list is attached and marked “Attach- 











ment A.” 
va 2. With respect to Senator Monroney’s request at page 1980 of the record for 
aler information as to whether or not there have been sales of Ford vehicles for 
om f;overnment use in the States of California and Pennsylvania at prices as low as 
ring »1,000, we find that there have been a minor number of Ford units sold at prices 
the is low as $1,000 in such States. Such prices, of course, included no amount for 


Federal excise tax. 
With respect to Senator Monroney’s request at page 2003 of the record re- 
ding certain discussions with Mr. Milton Ratner, the attached schedule marked 
Attachment B” is submitted. 
In addition, we should like to submit certain corrections and modifications to 
he record of March 12. These are noted on the attached photographie repro 
tion of the record, marked “Attachment C.” We should appreciate an oppor- 
nity to discuss with you any of the indicated changes as to which you may have 
sant ly questions, and any additional changes that you may deem advisable. 
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We shall submit to you the remaining answers to the interrogatories as soo 
as We have obtained reports from all of our district offices. 
Yours very truly, 
R. W. MARKLEY, JY., 
Manager, Washington Office 


[Attachment A] 


Albany, Oreg.: Nissen Motor Co 
Bend, Oreg.: Settlemyer Motors, In 
Canby, Oreg.: Eversold Motors 
Corvallis, Oreg.: Wilson Motors 
Cottage Grove, Oreg.: Floyd Githens Motors, Inc 
Dallas, Oreg.: J. A. Inglis Motor Co 
Eugene, Oreg.: Kendall Motor Co 
Hood River, Oreg.: Coulter Motor Co 
Independence, Oreg.; Hart Motor Co 
Junction City, Oreg.: Gibson Motor Co 
Molalla, Oreg.: Holman-Williams Motor 
’rineville, Oreg.: Houk Motor Co 
Redmond, Oreg.: Redmond Motor Co 
Salem, Oreg.: Valley Motor Co 
Silverton, Oreg.: Anderson Motors 
The Dalles, Oreg.: Eddins Motor Co : 
Toledo, Oreg.: Gaither Motor Co. (VPenciled note: will mail this check 
tomorrow. ) 

Woodburn, Oreg.: Sauvain Motor Co 
Portland, Oreg.: 

Francis Motor Car Co 

Harbor Motor Co 

Hollywood Ford Motor Co. (Penciled note: I am to contact Simmons 

tomorrow. ) 

Wolfard Motor Co 
Astoria, Oreg.: Nyquist Motor Co 
Clatskanie, Oreg.: Arnett Motors 
Estacada, Oreg.: Crane Motor Co__- =a 
Forest Grove, Oreg.: Doherty Motor Co 
Gresham, Oreg.: McRobert Motor Co_ 
Hillsboro, Oreg.: MacKenzie Motor Co 
McMinnville, Oreg.: Gilbert Tilbury Co 
Newberg, Oreg.: Bob’s Auto Co : Ss 
Oregon City, Oreg.: Oregon City Motor Co__- 
St. Helens, Oreg.: Miner Motor Co 
Sandy, Oreg.: R. S. Smith Motor Co 
Tigard, Oreg.: Vermilye Motor Co 
Tillamook, Oreg.: Tillamook Motor Co 
Baker, Oreg.: Clark Motor Co____~_~_- P 
Enterprise, Oreg.: Main Street Motors- 
La Grande, Oreg.: Walker Motor Co- ee 
Pendleton, Oreg.: Eastern Oregon Motor Co 


LINCOLN-MERCURY DEALERS 


McMinnville, Oreg.: Colvin & Tilbury 

Albany, Oreg.: Agnew Motors 

Hillsboro, Oreg.: Hillsgrove Motor 

kKugene, Oreg.: Collard Motors 

Portland, Oreg.: Lyman Slack Motors___________- 
Bend, Oreg.: Central Oregon Motor_____________ 
Oregon City, Oreg.: Wolfard Bros 

Salem, Oreg.: Warner Motor 
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Verbal Orders Don’t Go! 


Date 
ine mam ans ais oe Dept 
ewater, Oreg.: Milton-l'reewater Motors 
pner, Oreg.: Rosewall Motor Co ies 
niston, Oreg.: Rodman Motor Co 
in Day, Oreg.: John Day Motor Co 
rence, Oreg.: Johnston Motors 
m, Oreg.: Kirkpatrick Motor Co. 
eallake, Oreg.: Ocean motors 
ton, Oreg. : Herrold-Pbillipi Motor Co. 


tomorrow ) — = 
tland, Oreg.: Kupp Motor. (Penciled note: Am trying to contact: in 


(Penciled note: Honest Democrat ) 


(Penciled note: Will contact 


lexas... 


ed ia 
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Exrnipntr No. 13 


Forp Moror Co 
Dearborn, Mich., ipril 10, 1956 


Hon. A. S. MONRONEY, 


Chairman, Subcommittee on Automobile Marketing Practices, 
United States Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 
Dear SENATOR MONRONEY: We submit herewith the answers of Ford Motor Co 
interrogatories numbered 7 through 15, sent to us with Mr. Busby’s letter ot 


March 5, 1956. 


[ certify that the answers to these interrogatories are based upon records and 
aterial in our possession and upon information received from our personnel, 
i, to the best of my knowledge and belief, are accurate and complete. This 
tification is also applicable to the information submitted with Mr. Markley’s 
ter of March 23, 1956, to Mr. Busby. 

Very sincerely yours, 


ne 


HEeENryY Forp II. 
Subscribed and sworn to before me on April 11, 1956 
[SEAL ] MARIA FRANCES MCNALLY, 
Notary Public, Wayne County, Mich. 
My commission expires May 11, 1958. 





\NSWERS OF Ford Moror Co. to INTERRORATORIES 7 THROUGH 15 OF THE Suncom 
TEE ON AUTOMOBILE MARKETING PRACTICES OF THE SENATE INTERSTATE AND 
FOREIGN COMMERCE COMMITTEE 


set forth below are the answers of Ford Motor Co, to interrogatories numbered 
through 15 submitted with David Busby’s letter of March 5, 1956. In fur 
hing these answers, we have considered a member of a person’s immediate 
mily to be an individual in one of the following relationships to the person: 
rent, spouse, son, daughter, brother, sister. In furnishing the answers to 
terrogatories numbered 7, 8, and 14 we have not attempted to include any 
terest in any publicly held company, the stock of which is traded on a national 
ecurities exchange or in a substantial over-the-counter market 
The interrogatories relating to our automobile dealers and our answers are as 
lows: 
7. Does any officer or district or zone sales employee of your corporation, or 
y member of their immediate family, have any legal or beneficial interest 
iny company which supplies your enfranchised dealers with goods? 
lnswer: Yes. 
Does any officer or zone or district sales employee of your corporation, or 
mber of the immediate family of such officer or employee, have any legal 
heneficial interest in any company which supplies your enfranchised dealers 
ith services? 
inswer: No. 


( 
ie 


Q 


nv me 


Does any officer or zone or district sales employee of your corporation, or 

member of the immediate family of such officer or employee, have any legal 
beneficial interest in any dealership enfranchised by your corporation? 

inswer: No oflicer or zone or district sales emplovee of the corporation has 
ny legal or beneficial interest in any Ford Motor Co. automobile dealership 


Certain members of the immediate families of certain officers or zone or district 


¢ 


ales employees of the corporation do have such interests. 

10. If any officer or zone or district sales employee of your corporation, or any 
ember of the immediate family of such officer or employee, has any legal or 
neficial interest in any dealership enfranchised by your corporation, have such 
ealerships received any preferential treatment by your corporation? 

{nswer: No. 

11. Has any officer or zone or district sales employee of your corporation ever 
neouraged, or knowingly allowed his name to be used in connection with, the 

icitation of political contributions from its enfranchised dealers? 

inswer: Yes. 

12. If any officer or zone or district sales employee of your corporation has 
er encouraged, or knowlingly allowed his name to be used in connection with 
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the solicitation of, political contributions from enfranchised dealers, pleass 
forth the circumstances in detail. 
{nswer: 


; . : . ? i . ef ) 2 
and position with For Circumstances 


saa 
D. Imus, former business In 1950 Mr. Imus was requested by the de 
management manager, in his district te collect contributions f 
Louisville district, Ford all dealers participating in a drive to el 
division. a governor for the State of Kentucky 
Imus did no soliciting. He merely rece 
the donations from those dealers wishin 
contribute to the campaign 
Paul Larson, former sales In May or June 1952, prior to the Republic 
manager, Detroit district, National Convention, Mr. Larson attended 
luncheon meeting with a group of W 
County Ford Motor Co. dealers. All exper 
for the luncheon were paid by tw 
dealers. At the meeting Mr. Larson 
that if any of the dealers were in favor 
candidacy of General Fisenhower, he 
need of contributions to defray his pre 
vention expenses. Mr. Larson explait 
Was acting in a personal capacity at 
Ford Motor Co. was t involved it 
No pressure of any kind was exertes 
lieves that the dealers present, with 


rd division. 


ception of 2, made contributions. 

In the latter part of June and the e 
f July 1952 ! 
Ford dealers ! 


olicit 


impaign from lor 


tro. other business 

Whom they new 

plained that he wa: 

pacity. A number 

to solicit contributi 

for the campaigi 

Walker .\ Williams, vice Mr. Williams in the 
presiden sales and ad W. Merrell in it ne rtain Ford M: 
vertising. Co. dealers having a preference for Ge 

Eisenhower to v2 meetings The artendir 

dealers were asked if they wished to conside 

acting individually as dealers in. solicitir 

campaign funds from other dealers desiri 

to support General Eisenhower Mr. W 

liams attended the meetings with Mr. Me 

rell for the purpose of making clear, and 

he stated to the dealers, that Ford Motor C« 
as not involved, that he and Mr. Merre! 

Were acting personally as individuals, and 

that the sales personnel of the company wer 

not to be approached and not to be brough 

into the matter in any way. Mr. Merrell an 

Mr. Williams withdrew from the meetings 

when the dealers made plans for soliciting 

other dealers. 


Do the dealerships in which the corporation has invested 
money enjoy any preferential treatment by the corporation ? 

Answer: No. 

14. If any officer or zone or district sales employee, or any member 
of the immediate family of such oflicer or employee, has any legal or 
beneficial interest in any company which supplies your enfranchised 
dealers with goods or services, please list the name and title of this 
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rson, the name, address, and business of the company in which he 
1s an interest, and the present market value of the interest; and if 
member of the immediate family of such officer or employee, the 
me and title of the officer or employee to whom such person is re- 


ALe 


1nswer? 


Name, address, and business of 
npany 


Manning and Shipley, Ine., 

South 4th St., Louisville, Ky., 

bodies and equipment 

Manning and Shipley, Inc., 
South 4th St., Louisville, Ky 
bodies and equipment 


Mr. C. C. Shipley is being specifically advised of the corporation’s 

y not to have any officer, or zone or district sales employee, own 

y legal or beneficial interest in any inde pendent corporation supply- 

¢ its automobile dealers with goods or services, and to discourage 

nership by members of the immediate families of such officers and 
mployees of any such interest in any such suppliers.) 

15. If any officer or zone or district sales employee, or any member 

f the immediate family of such officer or employee, has any legal or 

eneficial interest in any dealership or dealerships enfranchised by 

ur corporation, please list the name and title of the person, the name 

ind address of the dealership or dealerships; and if a member of the 

mediate family of such officer or employee, the name and title of the 

er or employee to whom such person is related. 


Lnswer s 


e and address of 


dealership 


341 We 


, Tex. 


.. Dallas, | 
b ld t lanager 
Downtown Ford Sales, Los Ange 
les, Calif. (10 percent interest, | 
which is being sold to manager 
Greensboro Motor Co., Greens- 
boro, N. C. (30 percent interest, 
which is being sold to manager 
Hull-Dobbs, Hawaii, Honolulu, | 
lr. H. (10 percent interest). 
Hull-Dobbs, Puerto-Rico, San 
Juan, P. R. (10 percent interest 
San Jose Ford Sales Co., San Jose, 
Calif. (446 percent interest 
Valley Automotive Center, Bur 
bank, Calif.(47.7 percent inter- 
est 
Valley Ford Sales, Fresno, Calif 
(45 ‘percent nterest 
| Hull-Dob bs, Puerto-Rieo, San ». R. Breech, chairman of the board, 
Juan, P. R. (4 percent interest). ord Motor Co.(father of W liam 
San Jose Ford Sales Co , San Jose, 
Calif. (11.1 percent interest 
Valley Automotive Center, Bur- 
bank, Calif. (6.8 percent inter- 
est) 
Bill Bugas, Inc., Houston, Tex John 8, Bugas, vice president, indus- 
trial relations, Ford Motor Co 
(brother of William F. Bugas). 
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employ 


ess, field manager, 
ord division 
D 3urgess) 
‘avnar, sales manager 
listrict, Ford division, (br 
W. W. Cavnar) 
Clyde I. Ensor, customer r 
nanager, Louisville district 
ision (father of Clude F. |} 
F. Fitzsimmons, t 
ce manager, Kanses Cit 
trict, Mercury division (brot 
Jack W. Fitzsimmons) 
William T. Gossett, vice president 
general counsel, Ford Mot 
brother of Wayne I. Gossett 
William T. Gossett, vice pre 
reneral yuunsel, Ford Mot 
brother of Wavne I. Goss 
Christine Gossett Ames 
M Henderson, administ 
inager, Des Moines 
brother 


Dt 


Mercury division 
Henderson 
eph J. Herr, fleet sales repr 
t , Buffalo district, Ford div 
ither of Joseph J. Herr, Jr 
nie] Lawrie, Jr., sales repr 
ve, Detroit district, Ford div 
(brother of Thomas F. Lawr 
H. O’Donohue, sales n 
Memphis district. Ford di 
father of R. C. O’ Donohue 
to Co., Britt, Iowa H. M. Pritchard, assistant sales 
er, Detroit district, Ford d 
ther of John W. Pritchard 
1 rd, assistant sales 
listrict, Ford 
aul S. Pritchard 


\lotor Co., Mason City, 


ritchard, assistant sa 
it district, Ford 

f W.S. Pritchard, Jr 
lup, zone manager, 

t, Ford Divisior 
Sales record 

, district 
of Jaequel 


(STAFF NOTI It sheuld be noted that in-laws are not included in the ab 


exhibit 


Exmipir No. 14 
REPORT ON Pruor Stwpy oF BOOTLEGGING 


JULY 1955—CoNsuMER RESEARCH—ForD DIvIsIoN oF Forp Moror Co. 
\- 


f studies which we have undertaken, a number 


As a result of the series of 
new facts about bootlegging have been uncovered It 
that there is much more to be learned and that it will be 
the findings obtained to date. However, because of the in 
of bootlegging to the company and to its dealers, \ 
Attention will be 


is recognized, of course, 
necessary to check 


and doublecheck 
portance of the problem 
are presenting here a few highlights of the research results 
focused on: 


The extent of hootlegging 

The promotional activities on new cars by used-car dealers 
The magnitude of price discounting on new car's by used-car 
freight savings as a factor in bootlegging 


‘lots 


The importance ol 
Consumer attitudes toward buying new cars in used-car lots 


I. EXTENT OF BOOTLEGGING 
it was not possible to develop a reliable measur 
areas or for the Nation as a whole 


yt 


In snite of our best efforts. 
* the extent of bootlegging either in local 


ie 
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nvever, starting with the 1956 model it will be pessible to trace a high 
portion of the bootlegged units through R. L. Polk & Co. records, obtaining 
tor numbers as Well as the name of the selling dealer. In addition, we are 
nerimenting With a national measurement through the automobile report 
nducted on a continuing basis by the Daniel Starch organization. 

was not difficult, however, to secure facts that confirm reports from dealers 

competition on new cars from used-car lots is severe in certain markets 
h an inspection of used-car lots and a count of Fords sold by unauthorized 

ws show that there is extensive bootlegging of new cars in some areas. 


I 


- 
r example, chart I shows that on March 19, 1955, 42 percent of all used-car 
Houston stocked one or more 1955 Fords. On that same day 29 pereent 
» Jots in Denver, 24 percent of the lots in Charlotte, and 17 percent of the 
Wichita were also offering new 1955 Fords for sale. Approximately the 
e number of 1955 Chevrolets were found on these used-car lots. 


DENVER CHARLOTTE —SW'WICHITA 


HOUSTON 


Survey of New and Osea” Car lots 19 Charlotte, Houston, 
Wichita, and Denver, by Market facts Lac. March 12 (38S 
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Chart Il 

Chart If shows traceable sales of new Fords achieved in Denver and Houst 
by unauthorized dealers during the first 3 months of the model year. In sg) 
of the fact that the registration lists are not complete, we know that at lk 
5.5 percent of all new-car sales in Denver and 8.8 percent of new-car sales 
Houston were made by bootleg outlets. Even without any allowance for 
understatement in the estimates, the seriousness of the problem is evident. 
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II, PROMOTIONAL EFFORTS ON NEW CARS BY USED CAR DEALERS 


To measure the intensity of the promotional effect on bootlegged cars, the 
Sunday newspaper advertising of new cars by used-car dealers in 90 cities was 
examined. 

In addition, representatives of the firm of Market Facts, Inc., were asked to 
shop a sample of used-car lots in Denver, Houston, Charlotte, and Wichita. 
The shopper was instructed to note the skill and interest of the salesmen in sell- 
ing an advertised car (if any), the nature of the statements made with respect to 
the car servicing, and the delivery time on a model not in stock. 
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Chart IIT 
Our analysis of the Sunday newspapers indicates that the advertising of 
new ears by used-car dealers existed in quantity. Moreover, as chart III in- 
dicates, there was no reluctance on the part of the used-car dealer to describe 
ar in some detail and to publish a price. 
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MARKETING 


AUTOMOBILE 


a ready 


ye 


the bootleg outlets seemed to ha 


In 82 percent of the cases, 


an order for 


as shown in chart V, 


of supply of new ears. 


addition, 


In 


er 


deal 


used-car 


the 


any model Ford not carried in 


ce 
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and willing to take 


s ready 
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Chart VI 

As indicated earlier, the shoppers were directed to ask about the warranty 
or guaranty on the new car and where the car was to be taken for this servic 
All but a very few of the deaters offered the standard 4,000-mile or 90-day war 
ranty, but in 79 percent of the cases it was indicated that the service wo 
be performed by the authorized dealer selling the make. The typical statem¢ 
was “Just take your car to a regular Ford dealer, and he will take care of it f 
you.” In a few cases the bootleg outlet had his own service facilities, parti 
larly those authorized to sell some other make of car. 
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I. MAGNITUDE OF PRICE DISCOUNTING ON “NEW” CARS BY USED-CAR LOTS 
addition to securing data on car availability and service, the interviewers 
instructed to price new 1955 Fords and Chevrolets at both used-car lots 
ithorized dealers in Charlotte, Wichita, Denver, and Houston. In pricing 
_ the interviewer was instructed to specify the car he wanted, including 
s: to say he had no ear to trade in; and also to say he would arrange 
e financing of the car himself. When shown a car by an authorized 
he was first to ask for the list price and then for the bi 
e would be allowed. When shopping a used-car dealer, the shopper 


il 


iggest discount 


d immediately for the best price on the car. In both shopping situations, the 


jiewer priced two other models, one higher and one lower in price than 
r looked at initially. No effort was made to “beat down” the price by 

ower prices obtained elsewhere. On the other hand, the interviewer 
t leave until it was clear that no lower price was going to be named. 
summarizing the data all prices are expressed as premiums and discount: 
the factory suggested selling price for the specific model and area con 

This enables us to Compare dealers in different towns and to combine 
ent models for a consolidated figure 








1102 AUTOMOBILE MARKETING PRACTICES 


Chart VII 
While considerable variation was observed from city to city, the 


COTE WSiOn 


price named by the authorized dealers, the Ford dealers tended to 


ase 


dealers were ave 
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was reached that the unauthorized dealers were not underse! 
the authorized dealer. As chart VII shows, except for Charlotte, wheres 
March 19, used-car lots were offering 1955 Fords at $39 less than the aver 


eressive pricewise. In Houston and Denver on this date, the regular 
aging about $150 less per car than the unauthorized deale1 
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art VIII 
to get a closer look at the situation in Denver and Houston, we have made 
, special analysis of the exact prices quoted on 1955 Fords by the authorized and 


nauthorized dealers shopped. 


hat 


uegested list on the car shopped. 


This information, presented in chart VIII, shows 


in Denver only 12 percent of the cars shopped among authorized dealers 
arried a pack and in all cases it was less than $150 higher than the factory 


In comparison, 56 percent of the 1955 Fords 


riced on used-car lots were quoted above factory list and in 19 percent of the 
ases the pack was more than $150. In Houston, 57 percent of the cars 
iced at authorized Ford dealers carried a discount of $3800 or more below 
factory suggested prices while only 7 percent of the cars priced on used-car lots 
vere discounted to this extent. These prices refer to the same model car 
riceed by the same person on the same day, and, there was no appreciable 
iff rence in the amount of discounting by large bootleg outlets and small 
otleg outlets. 
It should be recognized that because of the great variation in car prices a 
prospective buyer will sometimes obtain a lower price from a used-car dealer 
n from an authorized dealer. 
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[\ FREIGHT ADVANTAGE OF THE USED-CAR DEALER 


Let us turn now to a consideration of the freight advantage open to 
used-car dealer. Because the cost of moving a car under its owl power ra 
from $0.03 to $0.05 per mile compared to $0.13 to $0.14 a mile by rail or } 
away, and since bootlegging has been active in those areas 1,000 miles or mor, 
distant from Detroit, it has frequently been asserted that the freight savings is 
primary cause of bootlegging. 


Chart IX 

As the first means of securing evidence on the importance of freight as a fact 
in bootlegging, an eXamination was made of the serial number on cars known { 
have been sold to a local buyer by an unauthorized dealer. 

The data for Denver and Houston as shown in chart IX present a mixed pat 
tern. Relatively few of the cars sold by bootleg outlets in Denver orginated in 
the Dearborn or Chicago assembly plants whereas slightly over half of the cars 
sold in Houston were produced in these plants. On the other hand, 33 percent 
of all bootleg cars sold in Houston were produced in the Dallas plant, and the 
great bulk of those sold by Denver bootleg outlets were produced in the Kansas 
City or Twin Cities assembly plants. 

If freight were the dominant factor in bootlegging, practically all of the boot 
legged units would come from Dearborn or Chicago assembly plants since thy 
createst freight advantage would be on these units. 
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Chart X 
As a second approach to this problem interviewers from Market Facts, In 

were instructed to inspect carefully the 1955 Fords on used-car lots to determine 
whether or not they showed signs of having been driven or tow barred. Par 
ticular attention was given to the condition of the tires, evidence of dirt under 
the fenders, condition of the paint on the body, evidence of use of the exhaust 
system, condition of the car interior, and similar factors, This study showed 
that three-fourths of the 1955 cars on used-car lots in Denver and Houston had no 
signs of having been driven or tow barred, indicating again that freight savings 
are not a primary factor in bootlegging. 
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Chart XI 

As a third approach to this problem, a count of new cars on used-car lots was 
made in a number of cities, including Indianapolis and New Orleans. The evi- 
dence reported in chart XI shows that bootleg competition, as measured by the 
percent of new 1955 cars in used-car dealers stocks, is greater in Indianapolis 
than in Denver and less in New Orleans than in Houston. This also points to 
the importance of factors other than freight in explaining the persistence of 


ii 


ootleg competition. 
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A review of these facts shows that freight has two aspects as a factor in 
legging : 
1. The single base point element in our pricing structure which 
(a) Enables dealers near the f. 0. b. point to sell into distant market 
without fear of reprisal 
(b) Widens the area of supply for the used-car lot by enabling } 
to obtain cars from any dealer located near the f. 0. b. point. 
2. The existence of an excess in our D. and D. charges over the minimu 
costs of moving a car which 
(a) Serves as a source of cost savings for used-car lots engag: 
bootleg transactions. In estimating the value of this savings, sony 
lowance must be made for the loss in quality that occurs when a ¢a 
moved by drive-away or tow bar as opposed to some type of haul-ay 
(b) Provides the economic basis for moving used cars from ar 
near the base point to more distant markets. The brokers, auction ma 
kets, and channels of communications between markets designed 
used-car movement can easily be used for the distribution of bootleg c; 
For these reasons, any reduction in the differential between our D. and [J 
charges and the actual costs of transporting a car tends to reduce bootlegging 
However, since bootlegging apparently rests very largely on the relative m 
chandising aggressiveness of franchised and nonfranchised dealers, it is unlik« 
that any foreseeable freight revision will in and of itself eliminate bootleggi 


V. CONSUMER ATTITUDES TOWARD BUYING “NEW” CARS FROM USED-CAR DFAI 


If it is true that the used-car dealer offers no service and does not sell at « 
spicuously lower prices, the question naturally rises, Why does anyone buy 
new car from an unauthorized dealer? To get an answer to this question, t! 
firm of Nowland & Co. of Greenwich, Conn., was given the assignment of inte: 
viewing a sample of consumers who purchased a 1955 car from a used-car dealer 
in Denver or Houston. The purpose of this interview was to find out who the 
people are, the degree to Which they shopped authorized dealers, the informat 
on which they based their decision to buy, the satisfaction they have with t! 
service received on the car, and the nature of the financing plan arranged | 
the dealer. An additional purpose of this study was to estimate the probab\ 
growth of this market and to discover what areas of ignorance or misinformati 
exist that might be overcome through advertising and merchandising. 
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Chart XII 
The first finding of this study was that the persons who bought new cars on 
nsed-car lots tended to have lower incomes than the average new Ford buyer. 
Chart XII shows that 45 percent of the persons who bought a new Ford from an 
suthorized dealer had incomes of $7,000 a year or more, while only 19 percent 
the persons buying new cars from unauthorized dealers were in this income 
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Chart XIII 

Chart XIII shows that most of the persons who bought a new Ford or Cheyro. 
let from a used-car dealer traded in a car bought used. This contrasts with the 
fact that most of the persons who buy from an authorized dealer trade a cay 
bought new. 
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Chart XIV 
Finally, as indicated in chart XIV, a very high proportion of the persons 
patronizing the bootleg outlet used a dealer finance plan rather than paying 


cash or arranging for the financing independently of the dealer. A careful study 


if these cases shows that the used-car dealer arranged for more liberal terms 
vith respect to downpayment than could be obtained from authorized dealers 
ind also accepted credit risks that were refused elsewhere. The customer, of 


course, paid for these services through high finance charges. 
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Chart XV 


As a specific answer to the question Why does anyone buy a new car from a 
used-car dealer? we find, as chart XV shows, that 13 percent bought strict], 
on impulse, 25 percent mentioned easier credit terms, and 80 percent mentioned 
price. A careful analysis of those mentioning price reveals that half of these 
persons did not actually shop authorized dealers but made up their minds on the 
basis of advertising claims, conversations with friends, and previous shop; 
experiences. Some persons did get a better deal from the used-car dealer—a fact 
that is consistent with our data on the price overlap between authorized and 
unauthorized dealers 

Before leaving this chart, it is worth noting that the primary reason for pref¢ 
ring an authorized dealer over a bootleg outlet is the extra assurance that thx 
dealer will back up the guaranty of the car. Note also that a substantial numbe: 
of persons found that the authorized dealer offered a better deal. 
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t XVI 

(nother means of understanding the new-car buyer’s attitude toward bootleg 
tlets is the analysis, presented in chart XVI, of their shopping habits in an 
rea where 10 percent of the new-car business goes to the unauthorized dealers. 
ur studies show that in such markets 61 percent of the buyers do not shop the 
g dealer, 55 percent shop both an authorized and a bootleg dealer, and 
ercent Shop bootleg outlets only. However, the most impressive information 
» fact that SS percent of those people who do shop both authorized and 

dealers end up buying their car from the authorized dealer. 
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Chart XVII 

Chart XVII shows that the interviewers found a higher degree of dissatisfac. 
tion among the group who bought their cars from an unauthorized dealer—37 
percent among those who bought from a bootleg outlet as compared to 5 percent 
among those who bought from an authorized dealer. Most of the dissatisfaction 
was due to the arrangement for servicing the car, although there was a sub. 
stantial complaint about the high finance charges. 










w 
Ww) 
wl © 4 
2) Zw = 
< als z ¢ 
OF & z = 
UO “uc wv = = 
cx wat “ = 3 
> z2u ‘th 2 
Ww » us wn 
Ce Oo Ses cece 
=x 2a Fg) = 
oS 
Oo 
ad =z 
on 2% aa 
La. s% IN ey 
2. o4 RC 
5 
- WN 
on ee ‘ 
ron a> 
of ei. = oO 
ud wm 2% o> 
2-—o2 —o 
> o oa5 = 
= sa 36 “ee 
faa) Ou 0 & = 
Ss +e 
alt =nN 
_ Sa 
© oo 
o 5 
< 


Up to now, we have talked about interviews with persons known to have bought 
from a used-car dealer. However, we thought it equally important to determine 
the attitudes and opinions held by potential new-car buyers concerning used-car 
dealers as a source of new cars. To obtain this information a series of consumer 
interviews were conducted by Market Facts, Inc., among persons in Denver and 
Houston who bought a new Ford or Chevrolet during the years 1952, 1953, and 
1954. 
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ac. ( hart XVIII 

“37 The findings of this phase of the research are summarized in chart XVIII. It 
ent shows quite clearly that, contrary to the information we get in our comparative 
ion shopping of new cars, most buyers believe the used-car dealer is offering new 
ub- cars at lower prices than the authorized dealer. It also shows that the consumer 


s awure that lower cost financing as opposed to easier terms is available through 
the new-car dealer. And finally, it emphasizes the findings of our other studies 
with respect to the consumers’ confidence in the service warranty offered by the 


1uthorized dealer. 
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REPORT OF A SUBCOMMITTEE OF THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE 





Tue AuToMoBILE Marketine Practices Srupy—REsutts or 19,113 
DEALER QUESTIONNAIRE RETURNS 


Mr. Monroney for himself, Mr. Payne, and Mr. Thurmond of the 
Subeommittee on Automobile Marketing Practices submitted the 
following: 

This Subcommittee on Automobile Marketing Prectices of the 
Senate Committee on Interstate and Foreign Commerce was ap- 
pointed by Chairman Magnuson on March 9, 1955, to inquire into 
and make a thorough investigation of “all phases of automobile 
marketing practices.” 

Hearings were held on this subject in July 1953. In these hearings 
it appeared that many automobile dealers were in economic difficulties, 
However, there was considerable variation of opinion as to the cause 
of these difficulties and as to what should be done legislatively to 
remedy the situation. Also, the manufacturers of automobiles and 
consumer interests were not heard from. No legislation was reported 
for the consideration of the Senate at that time. Since this previous 
study had not been completed, and since various abuses in the field 
of automobile merketing continued, and in fact, appeared to inercase, 
Chairman Magnuson directed that the present thorough study be 
made. 

During 1954, complaints continued to be received by the committee 
from dealers throughout the Nation urging congressional action in the 
field of automobile distribution, and the National Automobile Dealers 
Association later passed various resolutions at their annual convention 
urging specific legislation. 

The investment of the automobile manufacturers in the United States 
amounts to approximately $7 billion and manufacturers employ about 
780,000 persons. The total investment of franchised dealers is esti- 
mated to be nearly $5 billion, and automobile dealers employ about 
667,800 persons. This is approximately 9.7 percent of total retail 
employment in the United States. The investment of the 42,000 
dealers average approximately $118,000 each. ‘The continuous serv- 
ice by the traditional pattern of family-owned dealerships, in many 
cases now operated by the third generation, is an example of small 
business free enterprise in the true American tradition. Furthermore, 
keen competitive merchandising practices by the automobile dealers 
of America have been a major factor in the building of this mass- 
production industry from the Stanley Steamer to today’s streamlined, 
powerful, modern automobile. Mass production of these cars sur- 
passes by many times the totals of automobile sales and production 
of the rest of the world. 

In view of these facts it is readily apparent that the automobile 
industry represents one of the cornerstones of the American economy 

73438—56—pt. 1--—72 
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and the size and prosperity of this industry depends upon sales to the 
ultimate consumer, 

It was therefore determined by the subcommittee that a carefy)] 
background study should be undertaken before hearines were held or 
legislation recommended, Voluminous factual data were gathered 
from the varicus OVE rnmental and industry sources, Statistics and 
other matertals have been developed by the subcommittee staff with 
regard to the following areas of inquiry: 

(1) Automobile bootlegging 

(2) Phantom freight 

(3) Factory-dealer relations 

1) Automobile installment eredit 
Also under consideration by the subcommittee are false and misleading 
advertising and other questionable practices which have crept into 
the field of automobile marketing. 

Because there are but five major automobile manufacturers in the 
United States, the positions of these manufacturers regarding the above 
areas of inquiry were easily available. Extensive interviews between 
the subcommittee steff and the manufacturers’ representatives were 
held and much data were developed along these lines. 

It became apparent, however, that much diversity of opinion 
regarding the above problems was manifested by the approximately 
42,000 automobile dealers. It was maintained by most manufacturers 
that their particular dealers had nothing to complain about and 
that the committee heard only the voices of those few dealers who 
were unable to survive in the competitive American free-enterprise 
system. The manufacturers repeatedly claimed that this represented 
only a smal! fraction of the totel of 42,000 dealers. 

Partially beeause of this conflict of opinion and partially because 
the subcommittee felt it should develop firsthand information, the 
subcommittee prepared and sent questionnaires directly to each 
automobile dealer msofar as this was possible. This was done in 
September, 1955. 

As of January 1, 1956, the subcommittee has received approximately 
19,500 returns. For purposes of tabulation the first 19,113 question- 
naires returned constitute the entire sample. 

The subcommitice feels that this is the most complete expressiot 
of cealer opinion thet hes ever been collected and is possibly the 
largest percentage of questionnaire returns ever received by a 
congressional committee on a voluntary basis. 

A large part of this surprisingly strong response may have been 
due to the fact that the subcommittee essured the dealer that his 
identity would be kept in strictest confidence, end the dealer was 
reauested, but not required, to sign the questionnaire. 

The subcommittee feels the failure of nearly one-fourth of the dealers 
to sign the questionnaire, although they were interested enough to 
complete and return it, has significance. The subcommittee has con- 
ducted a series of spot checks in various sections of the United 
States in order to supplement the results of its questionnaire with 
personal interviews. Fear of retaliation by factory zone and district 
sales managers has been mentioned many times by dealers in these 
personal interviews 

It should be noted thet eenerally the questionnsire is divided into 
four types of quesuions as follows: a) Whether or not the dealer feels 


7 
} 
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that there is need for congressional study or Federal legislation 
question 1); (6) dealer classification—the make of automobile, size 
of community, whether suburban, length of time a dealer, ete. (ques- 
tions 2, 3, 4, 5, 6, 7, and 18); (ec) the dealer’s opinion regarding the 
necessity for legislation presently proposed and pending in the House 
of Representatives (questions 12, 138, 15, 16, 17, and 19) and (d) 
questions designed to allow the dealer to comment on conditions in the 
automotive industry (questions 8, 9, 10, 11, 14, and 20). 

Kor purposes of correct statistical analysis and cross analysis, 
answers for each questionnaire were compiled on puncheards allowing 
tabulation by machines. It should be noted in this connection that 
question 20 and one part of question 10 require discretionary grading 
and could not be properly analyzed in this manner within the time 
allotted. 

However, because of the importance of question 20, a fair sample of 
these will be printed in full in the appendix of this report. Answers 
to the discretionary part of question 10 will be analyzed at a later 
date. 

It should be also noted that question 3 is omitted at this time be- 
cause of faulty mechanical tabulation. However, the staff by proper 
sampling methods had determined that approximately 65 percent of 
the dealers answering question 3 stated they had held only 1 franchise 
in the past 20 vears; 23 percent had held 2; 7.5 percent had held 3; 
and the remaining 4 pereent had held more than 3. 

It is further pointed out that in each case in which the dealer 
refused to answer the question in the space allotted or attempted to 
answer the question in an equivocal manner, the answer is tabulated 
as “other.” Jf the dealer did not answer the question the answer is 
tabulated as ‘‘no answer.” 

Although the questionnaire lends itself to separate tabulation of the 
views of the dealers of each automobile manufacturing company, the 
subeommitiee, hes not felt that such tabulation properly reflects the 
the approach of the subcommittee. The subcommittee has 
consistently attempted to deal with the problems involved on an 
industrywide basis rather than with the problems of the individual 
corporations in the industry. 

The one exception to this was made by the chairman during the 
course of the hearings held by Acting Chairman O’Mahoney of the 
Antimonopoly Subcommittee of the Senate Judiciary Committee. 
During these hearings there arose the question of whether or not 
automobile bootlegging was increased by the forcing of unwanted cars 
on General Motors dealers by the General Motors Corp. Also the 
question arose as to whether or not dealer unrest was reflected by a 
substantial number of General Motors dealers. Since this questaon 
had arisen, the chairman of this subcommittee felt it necessary, in 
order to protect the public record of a Senate committee, to submit the 
following figures to the O’Mahoney subcommiitee by telegram dated 
December 9, 1955 


§,276 General Motors dealers voluntarily replied to the questionnaire; 6,047 of 
them indicated they felt there was a need for congressional studv er Federal 
egislation with retard to automobile dealer problems in the field of automobile 
arketing; 86) felt there was no such need. The remainder either did not answer 
particular question or answered miscellaneous. 4,069 indicated “pressure 


m factories to take more cars than necded’’was one of the primary causes of 
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This subcommittee may from time to time during the course of its 
hearings develop further statistics involving the answers of the dealers 
of each automobile manufacturing company as the need for such data 
arises. However, the identities of individual dealers will at all times 
retain their confidential status. 

The subcommittee is fully aware of the fact that the questionnaire 
return, although the broadest expression of automobile dealer opinion 
ever developed, is not a 100-percent sample of dealer opinion. Recog- 
nizing this limitation, the subcommittee feels that the results are very 
significant and releases them herewith. The subcommittee further 
feels that this questionnaire, supplemented by personal subcommittee 
“spot checks” and by statistical and other factual data developed 
during the past 10 months, affords an excellent basis for hearings at 
this time, 

QUESTIONNAIRE 
1. Do you feel there is need for congressional study or Federal legislation wit! 
regard to automobile dealers’ problems in the field of automobile marketing? 


Re aaa ala eos eS 13, 749 
I ae Re a a ed S 99] 
No Ee See Rte eRe Ce ere ee ee ke a et 3, 18} 
MUD i. 6c eC ne Kena eaeD Gee onus pee ene 192 
J ( tal an > be SPSORORRESE RS AEE DADSESSHOCODSEOSE Se See T eeecaeeeaeeO o 19, 1] > 

2. For what make(s) is your present franchise? 
Number of replies Number of repiie 
Bi a aI A cee Nak PEA GE | EN ee ee eae eae cen eer 395 
C -dilla eee ete tse tee a ee 953 Lincoln-Mercury.............. 1, 056 
Chev piel Sonat Ae sWiaekawewee Bee Wc oe ene nde cudaceseus 503 
Chrysler-Plymouth............ L Sie SeeinOOe., anc ccc ccununcaun 1, 894 
DeSoto-Plymouth............. Seabee TRON Sei te sands 661 
Dodge-Plymouth .........-..-- | 4G CAD. comesnnacdennn hae 1, 804 
WORN oe Bae MCC! cn oncakecnusen= 87] 
| a ee 462 Foreign and other__.._....... s 371 


3. During the past 20 years with how many automobile manufacturing companies 
have you held franchises? (Deleted because of faulty mechanical tabu- 
lation.) 


4. How long have you been a franchised new car dealer? 


i CERN II IN Oa oe a gsc wei wauee 2 411 
Rep yarn RE I lee eb ee ta eb caw awesewemamee 4, 566 
i TM C2 2 3. ok aan eee oui walwaswueceue 2, 515 
tn aE a a alin Se 4, 388 
RR. snccinandheneeaGondheennenehasemannene - 5,124 

Neen gis eae cates a 109 
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10. ( le 1 sery g¢ does the purch: of a “bootlegged’’car, 
re 
Yes ae 7 : cng arte a ween sig gs als oe ~ nor 
N\« R ss rae Sr ra ee ae tes a 14, 69 
N« Wer s 1, Of 
oe me eee Rr eee ee ee eee eee -“----<<2 7 es 
Ut er. ails e cs - ~ a eae ia as ak cas aah vd a dis 
Total Soha tevich execs etc ree od 19, 113 
Tf ( er to ] “we wl 1 loes the purchaser say 
money? 
Answered eet! Ge teaee 
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If e answer t a ) 10 was No, in y it way does the purchaser lo 
money? (Check « mor 
(a) Pu r pavs more for r et hens eset icc Dae eee 1, 925 
i Pu iser fa to rece protect - ees | ey >. 
(¢ Py naser re . I ! \ riain or faise mile f . 13, 563 
(d) Makes provisi of late new-car servicing by dealer dii ult.. 10, 899 
( Purchaser pavs ier finance charg J 8, 904 
(f NN oe i 1.573 
No answe ‘ a -- 0, 440 
11. Is new ear “‘bootle ng” caused primarily by (check one or more) — 
fe)  Waeorgs TOMNCUILION.... — ~~~ 6 eee ee oe ek we ewe. com ee 
(/ Overproduct x Pa aie 13, 581 
( Veak dealers 3 . 2 - 6, 660 
(d) Too manv Cealers in territory Sidonen- eg ee 
(e) Freicht different i a ae ee 3, 979 
(f) Unethical franchised dealers ,Usak 
(q) Lack of territorial securit . %; 802 
(h) Pressure from factory to take more cars than needed________-_-__ 10, 992 
(7) Fictitious fleet accounts inte pre se) 3, 818 
(7) Other . u ™ = aie es sie 667 
No answer ee Be in af eee ae 501 


12. Are you in favor of lecislation allowing 
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1: D vou feel that de alers should be allow ed to specify the mode of 


in delivery OF ne cars from factory or assembly plants? 
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» Imp } ilties on sales outside franchised 1 itor Tha 
i vo operate under a territorial se I VY Cla e? 
hate ahaans ate . S « 10716 
- . ‘ 6, 335 
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i. Do you feel that there is need for congressional study or Federal legislation with regard to automobile 











problems in the field of automobile marketing? 
No 
State Totals P N ; d 
Totals | Yes 0 | answer Other 

Alabama.........--- ” a O54 202 20 | 31 | 1 
NN oo 113 68 17 25 
Arkansas......... ‘ 222 152 | 32 35 
California...........-.-- 1, 034 | 740 | 118 170 
Colorado Semen eS 21 


Georgia......-... peeves a eer oy ere 335 | 233 | 32 
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Vl 1 a 203 | 36 4 
i 
Vi tt Utnekevhtenennndewewitl 472 | 352 42 69 9 
M ee De eee 750 | 483 | 116 143 % 
MI 546 | SSR | 54 101 
M - ‘ ; of3 | 125 | 26 51 | 
M a iat il aciaiactiad ot 406 | 302 36 65 
Me ao 164 | ] 21 | 36 | 
Nebrask 333 233 41 ht ee 
Nev 37 31 4 a lieewnd 
New Hampshire.....................-... R3 62 s 11 | 2 
res 546 434 45 | 60 ” 
P (AMR Sea re es 9 | 88 7 | ME cicscnec 
Ni 1,313 | 994 144 | 163 | 12 
N $70 67 | 25 71 
p th I ; 87 132 22 30 
( "2 646 135 168 ] 
( ; 49 | 252 19 76 | 
J 233 159 3] 42 
1, 282 934 143 185 j 9 
1 9S 77 6 14 
t i 24 187 17 39 
Lf lif 2 48 4 
{ 20() 209 | 20 47 
oO 690 79 129 8 
I 125 92 | 11 22 |<. a 
\ KS 4 , BD bawen 
\ 2K 2 ) 65 
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W 4 444 69 124 
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t 4 ] l 
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S ' 
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} 7 117 536 | 
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| 6. Is the population of your community— 

State | Totals | —< a me ee a 
| | Under | 2,500 to | 25,000 to | 75,000 to | 250,000 to Over No 
| } 2,500 | 25,000 | 75,000 | 250,000 500,000 500,000 | answer 
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( to nonfranchised dealers for resale) in your area seri: 

j j 

} | Yes j No No answer } Other 
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12, Are you In favor of legislation allowing manufacturers to cancel franchises of dealers who sell cars to 


authorized persons for resale? 





State | Totals | Yes No | No answer Other 
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islation would effectively curtail “bootleg 
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6, Is the population of your community— 
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APPENDIX 


The following constitutes a sample of dealers’ replies to question 20, 
reads: “Have you any further comments regarding conditions 
he automotive industry today?” 


My only su: 


now in effect. 


—(1) Install territorial i lau (2) 
ATA. 
Same as he charges hl : I i ‘I he 
d dealer is not given ¢ ear as much cons 
They have given hit 
thev tell a 
must for ou to ¢ 


WOrkK 


anutacturer rea 
» will be better 


cooperation 


hat é 
OCklahoma City, then add e 


ony el 
as paid by company which adds to the 
1v ears at Dall: 


1.—I feel generally that the factories, through 
ip bootlegging if they want to. Phantom freight 
mpletely equalized, 


some years the Federal Govern 
Now the dealers are forced 


d overproduction of 
verproduction lt 1] 
Cut back producti 


feit with too muet 


oln-Mercury.—The dealer organization is being 
I] be strong enough to stand slow times JU perce! 
anv kind of a decline in busine 


73438-—56 pt. 1 a; 3 


io 
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Ne hraska 


Studebaker —The margin of profit is very small today due to so much ove; 


allowance on trading. The country is glutted with used cars. 


North Carolina 


Chevrolet.—Present merchandising methods most deplorable in the 25 year 
have been in business. 


Colorado 


Chrysler-Plymouth.—It looks as if two big companies want to put everybody o 
f hh) ne 
of business. 


Flo 


hrysler-Plymouth.—We strongly favor legislation on contract conceling fra 
ses of Cealers who sell new cars to unauthorized persons for resale. Also * # 
return to the territorial security clause would eliminate much of the present 
raceful tactics of merchandising automobiles Unless (there is) * * * cy 
mprovement, * * * we certainly are closing our Coors Legislation 


led to get the * * * industry back on the sound business footir 


i 


freight equalization plus territory security woul 
step toward stabilization of this industry 


smobile-—Why should the factory sell to States and counties for less than 
will to a franchised dealer? 


) 


~Dealers should not be compelled to buy excessive advertising and be 

d to take part in contests that they have no voice in the rules for winni1 
have t buv from one to three hundred dollars worth of speck 

every time a new model comes out, 50 percent or more of which are ney 


We are told that this purchase is @ must and we always have to buy. 


) 0 


Chevrolet-—Dealer franchise should be changed to the extent that the dealer 


ean | t onerate iis business aceording to his best judgement without pressure 
from the factory to make sales that are not profitable just in order to maintai: 


price or weight class position for them, 


Michigai 

Chevrole.— * * * a lot of the difficulty * * * is due to fierce competition. 
While this compctitio ight destroy a lot of the good automobile dealers ar 
be in a long ru etrimental to the business as a whole, I do not see how th 
Gover! nt c rislate controls that would help to any extent. 


i 


Geora a 

Chevrolet-—The voracious manufacturers are promoting the ruin of dealers 
(small) and the publie best interest in the race to stay in first place or get in first 
place, 
Ohio 


baker.—Overproduction * * * Who is making money? The manufac- 


] y 
jivania 


Oldsmobile—Would hate to see the return of regulations to the automobile 
busines but with the “blitz” advertising * * * it may be a good idea * * 
long eredit terms. * * * Sell the product you represent rather t 


Carolina 
* * * All dealers should have a better guaranty with the manu 
* the dealers’ investment. At present a dealer has a l-year franchise. 
hould be done for the dealer’s future, 


a 
ymouth.—I would like to see a dealer have to pay at least $100 for 
another dealer’s territory. * * * 
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th Dakota 
lac.—The factory is too profit-conscious at the sacrifice of the dealer, 


chusetts 


Dodge-Plymouth.—Stop overproduction, 


cy 
e-Plymouth.—Need credit restriction. 


1ip new cars into local areas at cheap prices. 
They are able to do this because of 


[ have been in the wholesale and retail of the new-car business for the 
car line for 30 vears, a franchised dealer for the past &, and this is the way I 
orrect this entire mess and let franchised dealers make a fair return on their 
yntrol factory overproduction, due to greed for leadership and forcing the 
» cast away all ethics of salesmanship and enter into eye-gouging tactics 
er new cars which has created a rediculous low gross for the dealer in 
on to the factories. 

r distribution of new units to all franchised dealers. 
alization of freight—-Why not? You have no complaints on dealers 
ng parts. They are delivered from the factory’s depots to dealers in 
York for the same price they are sold to dealers here in Texas. This one 
ilone, it is believed, would go a long way toward eliminating selling cars to 


chised dealers. 


Both financing and selling 
ble and then what? 


coln-Mercury.-—Need franchise agreement that protects deal 


} 


you do something about this bootlegging 


We want uniform freight So much freight at Detroit and 
r USA. This will stop the flow of new and used cars from East 


lymouth—(Q1) There is too much pressure by factory to sel 

lels without the proper discount. Dealer takes the loss without the 

help from factory. (2) Arbitrary shipments of equipment such as power 

power brakes, and power motor equipment are placed on ears ordered 

this equipment and are paid for before the dealer knows about such 
t being placed thereon 

1 iness is long overdue. The contract is one-sided and should be equal- 

f 


We have some recent evidence of the arbitrary ship 1¢ s mentioned above. 
ild not be allowed. 


Urges a more equitable basis of car distribution. 


ac.—The main cause for the trouble we all are having is overproduction, 
too much wild trading, 


There is a basie conflict at present between the long-range objectives 
chised dealers on the one hand and factory short-term expediency on the 
factories want terrific volume at full factory markup now while economy 
arket will stand the pressure. * * * Bootlegging furnishes factories addi- 
ot-shot” quick volume without marketing costs or supervisory expense, 


lef 
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while old line, high overhead franchised dealers are standing by protecting produ 
reputation, and taking care of service headaches for factories on products so 


while themselves being forced through contract 


through “stimulator” outlets, 
believe factories would 


maintain high capital and building standards. Don’t 
enforce territory security or any other type bootleg clauses unless pressured jy 


doing so. 


California 

Chrysler-Plymout} Something should be done toward stopping manufacturer 
from forcing dealers into bu g more cars than they can sell at a profit. 
VMichiqan 

Packa d act i mus top overprod 


This cannot go or 


iction before the auto dealers ill 


Chrysler-Plymout} included in discussions 


the number of 
Ford and Gener 


‘h community 


on new car Resu 
ng people that should 
this in turmm should 


Doda -Plymouth.— T 
Bring back tl | 


overprodt 


With the larg 
ould have 
an finan 


leaicrs tO Maks 


a 

er-Plymouth.— Worse than through so-called depressio1 years. * 

are shipped models that are not salable in this area and either sell 
sae 


gcers or sell with no allowance to cover overhead. 
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Colorado 
Nash.—I feel that all dealers are under too much pressure and controlled by 
tory influence. * * * I really believe that factory-dealer relationships should 
he main thing to investigate and that would do much to stop what you term 


” 
yotlegging. 


York 


ebaker.—As a Studebaker dealer I am not bothered by overproduction 


debaker but overproduction by GM and Ford does hurt us and their 
> ce 


ly ¢ 
* @1Most 
i of N 
adership on t 


in the condition of 1933 when the only thing that could 
RA or similar regul: ition. Overproduction and foolish 
he part of the factories is re sponsible, * * * The large 
by the very nature of their operations ar » forcing the | 1 
nkruptcy. 


1 Consider life of smalltown dealer nearing nd Unable 
opohtan competition Factories are concentrating on volume sale only. 
will suffer if local dealers are forced out of market. 
l 


We feel problems involved are more than bootlegging alone. Over- 
is put the car dealer in a position which has caused a wave of unethi- 
anything to get his ears sold. A normal supplv of automobiles 

a position where he could do business in a normal manner 


Bootlegging has not seriously affected us vet, but it is causing great 
tance because of the metropolitan papers which show big discount ads. 
elieve every dealer should have a territorial security clause with a stiff 
ltv for infringement. IJ believe regulation W should be enacted again with 
onth limit. This would stop crazy advertising. This would put people 
1 Jate-model used cars which they can afford to pay for instead of new ones 

1 eventually will be repossessed. 


na 


let-—A used-car dealer can undersell me as he does not h: t verhead 


p> 


yo it} “The ce aler is in a financial squeeze be tween the fac tory and 

uublic. His margin is not protected and he does not get a proper return on 
estment. * * * He is overburdened with too much of his effort going in 
both direct and indirect. 


et.—I think there are too many direct and indirect taxes placed on 


iuutomobiles. The manufacture or Federal tax (sic) should be reduced, at least, 
not eliminated. 


Ohio 


Chevrolet.—The automobile business as a whole is a good business and I have 
been in it all my life. I believe if there was less factory pressure and more dealers 
ere forced to stay in line with good business practices, this so-called bootlegging 
ild vanish overnight. 
My investment is $146,000 and so far this year I have made about 11, percent 
turn On my investment, 


Vichiqan 


Lincoln-Mercury.—It is still a good business for the dealer that is a good busi- 
nessman. I don’t think competition is much tougher than it is in any other field 
of merchandising today. 


Kentuck / 


Dodge-Plymouth.—I believe if territory security is returned with enough penalty 
or infringement of same, bootlegging will be stopped. It is the easiest way of 
policing bootlegging, stopping the sale of cars at the dealer source 


f 


I 
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A 0 t} Caroli na 


Chevrolet.—The trouble with the automobile business todav is a “rat ra 
between Chevrolet and Ford for the No, 1 place in registrations. They are cri 
ing a so-called false market by dumping the automobiles on dealers, * * * 

What we need is Government regulations on down payments and terms. 11 

ild force the manufacturers to curtail production and give the dealer an op 
inity to sell his merchandise at a reasonable profit. If something along 
ne is not done pretty soon, the manufacturers will break more than half of { 
dealers in their mad scramble for the No, 1 place. * * * 


Lou ina 


sler-Plymouth During 1954 we sold 6 million cars in a 5-million car 1 
k In 1955—8 million in a 6-million market. We are now selling our 1 
prospects and a lot of dealers are getting hurt in the process, of overallowar 


on used cars and long-term financing to be able to move these cars. 
M achusetts 


Chevrolet I believe that overproduction has caused 99 percent of tl 
conditions experienced at present. 


3° 


Pennsylvania 
Poniiac.—Factory pressure is the greatest cause for the ills of the automebi 


busi! ess today. 


Washington, D. C. 
Buick.—Business is good. I am making money. Thanks, 


Pennsylvania 

Chevrolet.—Availability of adequate parts and service by franchised deal 

uire protection from sale of cars by unauthorized outlets. Buying public 
jeopardy when buying car from unethical and irresponsbile outlets. Wartir 
operation of dealers indicate need of protecting franchised dealer outlets for a 
future emergency. 
North Carolina 

DeSoto-Plymoutl In our location the main trouble seems to be the ra 
between Ford and Chevrolet for first place. These dealers are being loaded wit 


too many ears for this territory, and I cannot see how they operate at a profit 
The use of long-term credit to move the overproduction of cars seems to me a 
big danger. A person can buy a new car with less money than it takes for him t 
buy ausedear. I consider the overproduction of cars the No. 1 evil in the industry 


today. 


Tennessee 

Lincoln-Mercury.—Freight rates are not our major problem. Actually, ther 
was not but 1 month of the 1955 model year that we received enough cars. How- 
ever, Curing this same period other make dealers were receiving great quantities 
especially GM @ealers. The volume of sales was great enough to break price 
structure. Without price structure this business will never be substantial. Tox 
much production such as the industry produced, as a whole, in 1955, is the greatest 
evil we contend with. 


Michigan 

Packard-Studebaker.—I think that the overproduction of General Motors and 
Ford are causing the main trouble. When anyone can buy their product for $100 
over invoice it is time that something is done about it. 


Michigan 
Foreign make.—lf factory coercion of dealers is not current| 
tion, we need a law. 


Pennsylvania 

De-Soto-Plymouth.—Forcing cars on dealers who are too timid to say no is the 
biggest cause in my belief of bootleg sales because too many dealers can not afford 
to hold them and this is the easy way out. 


Nebraska 
Ford.—Overproduction and factory pressure are chief causes of our trouble. 
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ka 


sler-Plymouth.—I will be broke in about 6 months. 


At this time Government legislation, we feel, is not needed Dealers 
arn to solve their own problems with thi factory to keep our portion 
ynomy free and independent. 


Too liberal credit terms (small or no downpayment and long duration 


ents) is a serious threat to our economy—could lead 


e from a negligible downward trend, 


to another disastrous 


Willys.—* * * No dealer should be forced to purchase units, such as 
or certain types of cars, just because some factory projected wrong, in 
cure the units that will sell in his area. * * * Crazy, unethical finance 


advertising * 


should be banned, 


Auto dealers should have permanent contract Factories should 


able to cancel contract unless grievous offense. Factories should have to 
ontract. * * * 


qiun7va 
ird.—The opportunity the factory reserves to cancel contracts in 30 days 
reason, (This) should be changed to protect all—especially dealer and 
publie, 


Island 


let Would like to see strong control by Government or State over all 
] 


nobile dealers to eliminate bootlegging and other unethical practices. * * * 
syivania 


.—* * * Change the selling agreement between the factory and the 

* * Make it impossible in some way that the factory cannot cancel 

or refuse to renew the selling agreement for no other reason than that the 
ler is not selling enough new cars to satisfy the factory. * * * 


Cé 


mobile. —Should have protection with regard to cancellation of contracts by 
ifacturer. * * * The manufacturer holds both ends of the string * * * 


10 
-* * * The shortsighted expedient used by manufacturers for temporary 
ime by setting up dealers known as sales stimulators in metropolitan mar- 
* * * (who offer) cut-rate prices and razzle-dazzle seducements * * * 
ve the factories by making false claims of additional production being needed 
oon gluts the market. * * * 


olel, 


Eliminate the new-car registrations which are used as the barometer 
percent of sales that the manufacturer uses as the hammer over their dealers 
produce more sales. When a dealer has to take unprofitable deals to get his 

hare of the new-car registrations, he has to sacrifice profit. We know of no other 
iness which uses registrations as a method of putting pressure on the fran- 
ised dealers of the product to take more merchandise than they can sell at @ 
nt, 


Vissourt 


Studebaker —Overproduction is the curse of today’s automobile business, 
Dealers are expected to keep selling regardless of profit and yet the independent 
lealer, a small-business man, is completely overlooked by both management and 

or in its recent GAW negotiation, The dealer is in due need of a “guaranteed 
innual margin,” 


j 


ii nos 


Pontiae.—Small dealers should have protection against factory pressure. 
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Indiana 


—Bootlegging, as I see it, has been brought about sole! 
n acturer. These manufacturers are aware of the conditions a 
> jittle about doing much for the dealer being affected, 


Production is too high for a stable future. 
Overproduction; (2) too liberal credit terms, 


ile business is important to the whole cou 


1 line then lets have them. 
y > y « } T ’ 
ho come-on advertising, 


and all problems in automob 
nd a reasonable and honest supe 


tiac.—Don’t fe 


15 months on used, 


ysler-Plymouth.—See as though the auto dealers should organize on t} 


same basis as labor—and strike ¢ he slightest bit of difference. 


Texas 

Dodge-Plymouth.—Curtail production to actual need Lower cost. Facto1 
are getting full retail prices to dealers. ‘Too many high-salaried executives fro: 
$75,000 to $1 million per year 


Missourt 
Chrysler-Plymouth.—For every car bootlegged, a customer for a profitable dea 


is off the list of prospective buvers. 


pros} 
Kansas 
Lincoln-Mercury.—I believe some of the larger dealers and factories should 
investigated for auto trust relationship * * # 


Kansas 
International.—Some method to stop discount selling would help larger deal 
with large overheads to stay in business and pay their taxes, 


North Carolina 
Chrysler-Plymouth.—Legislation is urgently needed. 


Louisiana 

De Sota-Plymouth.—Yes. I think the only solution is left to our Federa 
Government officials to make certain laws to protect the greatest small business 
in America. I for one am seriously thinking of giving up this automobile business 
We cannot compete with used car lots selling new cars because we have to uphold 
the car manufacturer’s good name by servicing their makes of cars, which t! 
customer is entitled to regardless where he buys the ear. 

P.S.: You can use my comments or my name for any just purpose whatsoeve! 
It is no secret I am personally fed up with this car situation. Thanks very much 
for the questionnaire, 


Texas 

Chevrolet.—The auto business will be insecure so long as factory only gives 
a l-year contract. It takes $50,000 to handle a small deal and it isn’t feasible to 
make that kind of investment and only have a l-year contract. 


Michigan 

Packard.—Some form of concrete advisement to small ambitious. person or 
persons who wish to set the world on fire with an investment of from $20,000 to 
$30,000—to stay out. This of course weuld necessarily involve probably 85 
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ent of the smaller manufacturers’ dealers—such as Studebaker, Packard. 
erican Motors—with dire results to both srpall compa 
hands of the Goliaths ; 


nia 
d—lI think it is time our Government takes a hand in the personal feud 
ween Mr. Breech of the Ford Motor Co. and Mr. Curtice of Gene ral Motor 
eir determination to outdo each other in production is ruining an industry 
small business which is so important to our national econon V. This over- 
tion makes it practically impossible for individual dealers to onerate at a 
t and to stay in business Chis foreing of cars down the dealers throats 
he stopped if this industry is to survive 
— There needs to be a Federal law prohil iting ce alers [rom false adver 
huselts 
eSoto-Plymouth.— Unless something is done to make it possible for a new-car 


er to realize a fair profit there’ll be a collapse of automobile dealers, and 
ventually a monopoly by the factories to do their own retailing 


York 


} k.—Dealer lack of security due to vearly contract with factory makes the 
iler wholly dependent on factory policy and whims, 
Veu Jersey 
Ford.—Competition is very rough. Percent of profits is almost nil. But under 
. free-enterprise system—which I fully believe in—there isn’t much that can be 
ne about it. 
Dealers must operate their businesses better to survive. Factories must co- 
nerate more for the dealers’ welfare and be allowed under the law to do so. 


breqor 


Chevrolet.—W ould like to see return of penalty clause in franchise, by which a 
aler who sold to any automotive sales outlet, other than an approved subdealer, 
: unit which he knew was being purchased for resale must pay to the dealer in 

ose zone of influence the car was sold the difference between erst and recom- 
ended list price. 


idaho 


Dodge-Plymouth—* * * manufacturers that award bonuses to their dealers for 
rreat numbers of new-car deliveries (with those cars being sold to questionable 
credit risks and at terrific discounts) force competition to a point where a great 
many dealers cannot compete. The average profit per new car is dropping to 
such a point that it is a question of whether it is worthwhile to stay in business 
ind compete. 


treorgia 


Studebaker.—The main cause for conditions existing in the automotive industry 
today is overproduction by General Motors and Ford—forcing sales for regis- 
tratious 

The connection between General Motors dealers and GMAC and MIC allows 
financing on low downpayments and long terms that Chrysler and independents 
cannot get, which is strictly in violation of antitrust law, but it seems that General 
Motors can get by with anything. If the monopoly cannot be broken up, give 
us regulation W, so that every manufacturer and dealer will be on the same basis 

The franchised dealer is required to have a building, a parts inventory and 
other facilities necessary for the servicing of his factory’s new cars, employ 
trained personnel, and meet other requirements that necessitate a heavy overhead 
while the used-car dealer can operate trom just a lot with a very small percentage 
of the number of employees. 

Unless the present situation is changed the franchised dealer would be foolish 
to continue in business, and you can well see what that will do to the economy) 
of the country. 

Colorado 


Dodge-Plymouth.—There should be sore legislation to protect the dealer from 
undue pressure from the factories. In my opinion, a dealer should have the 
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right to decide how many cars he can sell in his market at a profit and or 
accordingly without being threatened with the cancellation of his franchise. 


Ohio 

Ford.—So far this year, Ford Motor Co. has enfranchised an additional 
new dealers within a 15-mile radius of us. These dealers do not have pri 
facilities to service the cars they sell; neither do they have capital to stock s 
cient parts. They cut prices more than established dealers have been do 
and try to hire away personnel who have been trained at the established dealer 
expense. 
l tah 

Ford.—Yreight differentials and unethical franchised dealers along with pri 
sure to take more cars than necded has, along with overproduction, caused mu 


of the bootle oping. 


California 

Pontiac.—Territorial secur clauses are no cure for any of the ills of the i: 
dustry. Large areas, such as the 40 or so Pontiac dealers in metropolitan | 
Angeles, are able to maintain a paid emplovee to check up on territorial securit 
violations and thus impose penalties on dealers outside their territories; wherea 
small dealers are not able to maintain such a checking system and cannot s 


such violations by the dealers in the metropolitan areas. 


Colo ado 

Chevrolel.—My answer to 12 is “No” for I would rather have Congress give t} 
automobile manufacturers permission—not a mandate—to reinstate what y 
known in our Chevrolet contract as territory security and the bootleg pena 

* which caused the selling dealer to pay $35 if paid voluntarily, or $50 if | 

delayed paying over a certain time, to the dealer in whose territory the sale wa 
made to a legitimate, retail customer, except fleet users. If the sale was mac 
to, or found its way into, the stock of a competing franchised or used-car deale1 
the penalty was $200. This clause made bootlegging unprofitable for all but d 
not affect the public interest. This small fee paid a neighboring. Chevrol 
dealer did not deter dealers from selling in another dealer’s territory and thu 
protected the public interest by permitting full competition, * * * 

I believe in the franchise system for dealers but think it wili be discontinu 
within 5 or 10 years if bootlegging is not stopped. This will greatly injure the 
publie interest for the manufacturers will have to solicit and sell to all dealers 


They will not be able to estimate and build as they do now Therefore,. the 
production will be unpredictable and undoubtedly lower, and the publie will have 
to pay more for this limited production * * *, Factories are dependent « 
dealers as dealers are on them If too many dealers become unprofitable, factories 


will change the situation before it hurts their interest. Please give them the right 
to protect our franchise and the public interest by amending the antitrust o1 
applicable laws as follows: 

“It shall not be unlawful for anv manufacturer to place a money penalty cla 
in its contract with its franchised dealers as a penalty for selling their product it 
another similarly franchised dealer’s city, town, or village, or territory outlined i 
said dealer’s contract; or to an unfranchised dealer, or a franchised dealer of 
another make product, for resale.” 

* * * * - . 
I do not think phantom freight is a problem. I would like to have legislation 


that would permit a factory to deliver its products anywhere in the United States 
at the same price. I believe this definitely in the public interest for the public 
would then know what it should pay for an article. The way it is now * * * it’s 
perfectly legal to set any price—higher or lower than a factory-suggested pric 
(and will be after permissive legislation), but the factories could protect the publi 
interest by advertising their suggested retail price. 

I don’t believe Congress could find many dealers actually canceled for not taking 
ears. Our factory certainly makes every effort to sell us a great number of cars 
and sometimes more than we think we should take, but if I had only one customer 
in * * * J] think probably I would “turn on the heat’’ to try to sell said custome: 
so I grant the factory the same privilege and must have the “guts” to say “No” 
when I think I have bought enough * * *, 





California 
De Soto-Plymouth.—Look into factory relations with large dealers who are 
able to buy in large volume 
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z nn? 
J Lp) 
Ford.—Unethieal (false advertising) prices, down payments, payments pet 
will eventually kill the small dealers. Finance charges are usually exorbi 
7 with most unethical and unauthorized dealers 
+ rie 
] on.—Payment period should be limited tu 24 months, 
Misleading advertising is very bad, 
De ola 
Plyumoutl ‘There is little question but what overproduction fs t} 
( se of deaier ‘istres In order to move extra ears some dealers fee 
otleg market. Overproduction forces dealers to expand their retail marl 
unusual ter , overallowing on trade-ins and otherwise b 
new r market nv buvers who belo: ! ( | r 
( ¢ T believe our dealer and factor franchise should he strenet } 
( ‘r’s favor Dealer actually makes factorv profits possible by 
of de ler’s market. Present dealer-factoryv f1 mchises offer 1e@nler 
tle protection, vet factory requires heavy investment by dealer, 
un 
Poe It’s overproduction that causes all the evils. 
{ 
Ford.—The only concern I have is the present trend of the Big Three to monopol- 
the retailing field for new cars by use of the motor-holding financing set-up 
dealers This means that thev control the poliev of the dealership to fit 
* primary purpose of selling new cars in volume without regard to s ce or 
unity cood. In our area a majority of new-ecar sales are controll vy tl 
icturers through his means. Old dealers are being foreed out 
C} (—The major automobile manufacturers are apparently projecting 
! prod tion fizures on a seale for position instead of the consume market, 


ht for first place between General Motors and Ford has become so inte! 


i¢ re overproducing automobiles at a fantastic rate without giving ar 
to the retail dealer’s profits. Dealers are discounting away most 
itimate profits so that they mav be able to sell enough « 
les quota set by the manufacturer, * * * 
[ 
( ac —! fee] that most of our troubles are due to & cor } i § tior of CoO? ai 


overproduction, weak and unethical dealers and factory pressure to move 
{ feel that 9 uniform price throughout the United States would elimins 
e biggest shares of these problems. 


La 


wi.—A healthy condition in the automobile industry can be mai 
’ y fuetory control by Government. A quota 5 percent under present ret 


or just enough to take care of actual needs would eliminate mortality amon; 
wke care of all customers. A closed dealership penalizes buve res hew 
dealer will not care to go so far in taking care of a customer as the dealer that sold 
These forced sales of overstock do not help the consumer, as these ¢ 
such a big pack on their prices, in order to give outlandish allowances, that 
customer will take a 50-percent depreciation on his car the first year, t 
creating a very unhealthy condition. 


Ni Dp York 


Pontiac.—The factory should be compelled to pay the dealer within 30 days on 
his warranty work rather than make him wait 6 to 12 months sometimes for his 
ey. If the dealer doesn’t pay the factory promptly he loses his franc! 
This is all one-sided and should be changed immediately. 


Nevada 
Chrysler.—Let’s keep the Government out of the car business, 


a 
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( 1. Bootlegging * * * Government regulation is not the answer, J 
on jies in an enlightened buying publie and also in stronger dealers, 
2, Phantom freight rates, The auto manufacturers today are hard as nails 
verv competitive business, We all must trust them to make decisions as 
g,ete. They must make profits. They must be competitive, The pricir 
ire is sound, ‘The basis has merit. 
Territorial security This is as old-fashioned as the model T, In the 


+ + 


erest let tue customer shop the market. Only a weak dealer who want 
” 


a crutch looks for this "free ride 
* * * This year, the 40th year of our existence in the same location with the 
same product, marks the most successful year we have yet enjoyed, * * * 
We believe the reasons are clear: 
1, * * * We deal in a cooperative spirit with our factory, our customers a 
our emplovees. 


2. We have 


2 geared ourselves to merchandise in volume, 
3. We have better products to sell because our manufacturer is not regulate 
with S\ nthetic controls which limit his scope, 
Texas 

Chevrolet.—The prevalence of false and misleading advertising by auto dealers 
on both prices and terms is having a very demoralizing effect on the public and 
should be stopped by legislation of some type, 


Pennsylvania 

Chevrolet.— * * * In their desire for excessive profits factories have pressured 
dealers into an unsound competitive position, in order to secure volume, Fac- 
tories actually encourage cross-selling. * * * Why should all the competitio1 
be at the dealer level? For over 15 years no major manufacturer has advertised 
a price reduction in spite of excessive earnings. Repercussion when it comes— 
and it will come—will be serious. * * * 

Get some ethics back in the business, even if it takes Government regulations 

Reinstate regulation W (at least for the auto industry) to prevent unsound 
selling. 

Reinstate excess profits taxes. 

tegulate that all manufacturers file price schedules, including dealer discounts, 


with the Department of Commerce, and that all bonuses, special discounts, ete 
at cleanup time be listed and advertised as price reductions to consumers, This 
information should then be made available to any dealer upon request. 

Government should work in closer harmony with NADA in the following out 
of essential recommendations, 


Ohio 


Ruick—Hard to make a fair profit under today’s market unless you operate 
at high volume, 


Pennsylvania 

Packard.—Car dealers are forced to take more cars than they can sell making 
a reasonable profit. So they pass them on to bootleg dealers at $25 to $50 over 
invoice. The bootleg dealers passes them on to a customer at another $25 to 
$50 over his price. 
Pr nnsylt ania 

De Soto-Plymouth.—I would like to see a penalty of $100 to $150 on the dealers 
that sell to bootleggers, also on factory’s full gross profit. I would like to see 
some law passed so we could run our garage like other business places, at a fair 
profit. as now the factory runs us. 


Towa 

Dodgqe-Plymouth.—Factories insist on too much production. Some factories— 
Ford and GM—are too big, should be controlled and not allowed to use such 
forceful methods on dealers. 

Cadillac We feel that if the automobile business continues * * * as it has 
been going in the last 2 years in reference to overproduction, low finance deals 
36 months), padding of car prices, big overcllowances, the business will go to the 
larger metropolitan areas and cars will be sold on a volume basis, pushing the 
smaller dealers in the smaller communities out of the business 
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California 


Ford False advertising, misrepresentation of contract terms, price 


. pack! 
and, in general, poor credit practices—no down, 5 years to pay, ete 


Nevada 


Kaiser-Willys Model changes should be made on January 1 each vear at 
not at various times of the vear Associate dealers should be allowed to secw 
the cars they wish to stock from any direct dealer handling their make of « 
whom they wish to deal with This will keep some unethical direct dealers 


e with fair practice, 
H “on ni 
Ford. 


Most of the trouble is to0 


deal ll regardless of profit 


f.—If there were not an overproduction brought about by the bitt 


mpetition between manufacturers, to see who can outproduce whom, deal 
he forced to r i ft he unethical, ridiculous, and fantastie advertisir 
sweeping the country and which has changed the retailing of automobil 


a Cignified, respected, and legitimate business into a honky-tonk gyp ty] 


4 


ration, which from all indications has the blessing of the manufacturers, 


(1) We need permanent a] ntracts, that cannot be canceled 


t cause: (2) Distributic ‘ars on the basis of actual need, and not 


factories’ desire to register so many ¢ars in a given area: (3) Elimination of 
phantom freight: (4) A Federal clamp-down on false and misleading advertisir 


») Return to a sane credit basis * * If we are to have any Federal controls 


ie place for tl 


this is } 


Towa 

Pontiac.—More rigid requirements to obtain franchises and less pressure from 
manufacturer. Allow mani facture r more power to eall the price cutters on the 
carpet, or fair-trade agi 


Towa 


Cadillac.—Packing of new car prices by dealers (some factories sanction this 
practice) has so befuddled the buyers and caused the “gimmick” deals to be so 
prevalent that it has done more to hurt the car business than any other 
thing * * * 


+ 
t 


Mi Sou r1 


Buick.—Too much pressure by factory to buy tools and advertising in excess 
of our needs. 


Missouri 


Chevrolet.—™Mvy trouble with my factory is that I have no assurance of a con- 
] 
i 


tract from vear to year regardless of how well | serve their interests in getting 
what they call market penetration. Their treatment (my factory) of their dealers 


can best be described as the treatment accorded a captive dealer. 


Idaho 

Packard.—Manufacturers should be allowed to sell only through franchised 
dealers. They should not be allowed to sell national, fleet, and governmental 
agencies direct, at special prices. Manufacturers should not be competition to 
their own dealers with special prices and discounts. 
New Mexico 

Chrysler-Plymouth.—Car manufacturers are building more cars than our econ- 
omy can absorb and allow dealers to make a normal net return. It’s a nice busi- 
ness for manufacturers. They force cars on dealers, receive cash on deiivery, no 
trade-ins, and do not have to put up with complaining public—beautifu! setup. 


Oregon 


Ford.—Fair-trade pricing would give a profitable margin and would make for 
a far more realistic transaction for all parties concerned. 
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We feel that if the factory were required to repurchase 
a Cealer’s stock at 


3 months’ intervals this would take care 
overstockKing, 


the manufacturers should protect their dealers in regard to 
' 


ould be sold through bona fide dealers and not the man 


hat territory security is of any value because the pen- 
be avoided and also because the penalties are not sufficient 


from making the sale, nor is the area in which you have 
otlegging comes mostly from large dealers who get all the « 
nd sell them fast with no service for a sma!l profit. The fact 


t 


to, bu ‘vy want sales * * *, It all 


‘ars they 
ories can stop 
want simmers down to the fact 
re not seriously interested in stopping bootlegging. 


We have over $300,000 invested in our dealership, yet must 
tract. 

Interest re juires that they receive proper service on new ears 

e provided for by the factory, by allowing the factory-authorized 

purchaser lives an allowance to give the service, as called for in 


ral Reserve Board should control terms on installment sales. 
ne taxes on small corporations and businesses should be revised. Our 
pays the same rate as billion-dollar corporations. 


ive auto business al ne, As far as de aler pr yblems are concer! ed, 
a bonus plan of $100 per car, all of which should be paid dea 
ar. 


ler at 


routh.—Eliminating bootlegging must come through legislation. 
moment, the larger percentage of automobile manufacturers are not 
‘oneerned about retail price of their units sold. Their only concern 
mn and the percentage of consumer sales. 

on, many dealers are forced to take new cars, become overstocked 
f financing problems, to dispose of their older 


I new car stock tl 
Vv cal 


hrough this practice, there is a waiting market for the 


Some control of misleading and unethical advertising by 
ory and Government should be had. 


We have had very little bootlegging trouble here Howe 
hat is 50 miles from a large 


VerT 
, and the metropolitan newspay 
ibuted in our eitv. The unethical and untrue advertising 
papers doe more 
tant offers for u 


} 
to affect our business thar 


1 ears, end other gimmicks all have a « 


Overproduction, and the manufacturers’ desire to all be N 
) for the industry’s headaches. 


We need more quality and le 
nd more salesmen instead of circus performers 


Enforee the manufacturer to make the current model 
l on, not 2 to 3 months before the yeal end, 
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to protect their life’s work a 

ns to be strong polit 
dealers. This should 


vrolet dealer. ete 


ete ay 
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lla ] 


aeaiersn 


competing 
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AilG 


time payments * * * 


onths for new ears, wit 


cars that sho 
that 
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were to have as 


wuld fold thousands. 


neontrolled produc tion does not aug 
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és Virginia 


Chevrolet. 


per 


Conditions in the automotive industrv t 


sonally concerned about the trend by some franchise 


ce alers, 
Vontana 


Chevrolet.—I think it’s a bad mess, 
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ae 
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sleading advertising and other practices which cause public loss of 


£500,000 
W 
ian a used 
1 UX day. 
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ac.—If dealers would learn the value of saying ‘‘No’’ both to the factory 
and to unreasonable customers, you would not have had to mail this questionnaire, 


i i 


Votes against Congress investigation.) 


Indiana 
Ford.—I do not believe any automobile manufacturer should be permitted t 
have any money invested in an automobile dealership by loaning or othe: 
* * Tf the present trend is allowed to continue, there will be no chance i 
future for a young man to start and own his own small business, 


Indiana 
Studebaker-Packard.—Present conditions were brought about by the rat ra 
between Ford and Chevrolet with their chain-store and factory-controlled agencic 
nd if something is not done to correct this condition in the next 2 vears, all of the 
lependent makes and 75 percent of the “independent”? Big Three dealers will 


» out of business. 


Con SIUN 
Porntiac.—Tf the individual small dealer is going to stav in business, the sharp 
advertising from the big cities will have to change. A lot of people fall for the 
giveaway ads, and a small volume dealer cannot compete with this very long, 


Connecticut 


Buick.—Too many dealerships are being organized with money obtained fron 
sources closely related to the manufacturers Dealers operating under these 
conditions are easily coerced to do business in a manner favorable to the manu 
facturer (i. e., low margin). This then sets the pattern by which all other dealer 
ships must operate. It also prevents dealerships from organizing effectively 
to cope with the manufacturers, since these subsidized dealers are in a sens¢ 
factory representatives, 

New Me 0 

Chevro'et.—I have been in the automobile retail business for over 30 years, 

d it has sunk to an unbelievable low of all times. Chevrolet during the late 
1930’s and 1940 built up a fine dealers’ organization upon a quality, not quantity 
program. Now, in less than 3 years, they have torn this down, grasping like 
vultures for every penny of registration as if they were destitute. 

(}/ ahor a 

Pontiac.—I do not feel it right for a dealer to spend as much money as I have 
in 28 years advertising one car, Pontiac, and then have other Pontiac dealers 
come to my town and cut my throat by giving away all their profits just to take 
deals away from me. 

Oklahoma 

Chevrolet.—Weak dealers should be eliminated. Dealers selling to unauthorized 

dealers should be eliminated. Competition between good dealers should be 


free—no territorial security clause. 


Illinois 

Lincoln-Mercury.—We all hate to mention controls, but the factories and dealers 
will never be able to rectify present situation. The controls will have to come 
from Government. The entire dealer structure is slowly breaking down com- 
pletely under this selling for no profit. The Government is going to have to 


protect our busine SS. 


Wiscons n 
Chrysler-Plymouth Wea wish for a better factory ealer relationship. We 
have this pressure of forcing too many cars onto us stopped, * * * The 
situation is quite serious, and unless something is done, it will ruin a lot of busi- 


If factory pressure were stopped, bootlegging would stop by 


lah oma 


De Soto-P outl I employ 30 people, and I would sell out my operation for 
cents on the dollar. the auto business does not change by some means, 
ting every vacant lot out of the new-car bu s, most of the new-car dealers 
be broke, 
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Solo-P/ymouts tise Cont 


players say. * * * 1 have in the 


1 trucks where very few if any sales of that 
rritorv. I worked hard developing the lin 
hich took over the 
+} 


i Vet Wa Cal eed 

territory with large number of units and ow) 
to be done 

the factories are making | 


in 


1 
it something has 


ig 
hon the barrelhead. But 
just a matter of time before we 


rready to quit trying if I could find so: 


cury.—If everv business 
themselves 5 px { 


ever. 


O'dsmo! rl dea 
alning Volume, : lve 
‘rr relationships, due t » the policies 
n the deale r at the r tail s iles ley el is 
”’ to survive. I made good mone 
it became, by my moral standard 
o the implement business and am gla 
stie ecodger, but am 36 vears of 
Richt now, the autor Hyile hb 


. 


The factory power to cancel 
it just cause, thereby jeopardizin 
aler’s livelihood is indefensive and 


DeSoto-Plymouth (for 27 years).—The Ford and Chevvy bat 
Buick a second is wre cking the automobile | 

re there is not a cent left for the deai 
r the dealers to make a profit on fina 
e result is dealers all over the country are dving like flies ‘he remaining 
rs of this year will be lucky if they can make o1 


vhile the factories are making 6 and 8 percent 


tle for first place 


1c on their 


2 Le 


ag 


jsler-Plymouth.—I have spent my entire adult life as an automodile salesman 
dealer. I have never seen conditions nearly so bad. * * * There is no 
ire in this business under present conditions, 

homa 


Soto-Plyamouth. Cut prices by franchized d 
d-car dealers, 
Hi ashington 
Nash.—I have been in or connected with the business for 30 vears. Some us 
dealers have sold new cars as long as I can remember 
ber of so-called bootleg cars is verv small. * * * If 1 
eir business properly and settle their own affairs, they w 
an to run to Unele Sam for help. They are the very one 
ut Government interference the most during the control perio¢ 


lally, 
‘¥ } 
t]} 


e} ington 


Studebaker-Paclkard.—I do not see anvone giving away suits, shoes bread 


sellers’ cost. Why this compulsory giveaway by dealers ol 


a pl sO vital 
he American way of life? . 


( lifornia 


Lincoln-Mercury.—Competition against the unethical 


operator is not free 
competition 


No business can survive without a code of ethics. I belli 
vernment should pass lezislation that will enable the manufacturer 
then their dealers by proper police action. 


\ 
( 
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My experience has I F su 1e dealer in sue 


stockwise that he ist lesperation na dealer is despera 


will sell to anybody, even ¢ small Is get out frum under his sto 


I am sure that Pontiac is 1 


To Va 


1 come-on advertising is 


will correct most of ( holesaline ” of 
h for consumer demand, j ‘implement dealer 


1} 
seiih imp.eme 


Tlin« 


Pontiac.—The biggest problem for dealers who expect to make money 


the dealers themselves who bid too high for used cars in trade, If the 


among t 


auto dealers sell autos. 
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enough to take fewer cars and make a fair profit on what they sell 
ne would be better off. 


y 


et.—I am opposed to territorial security clause, because it does not 
customer the right or opportunity to buy a new car from the dealer 
he may preter, 


T would say as a whole everything is going good with Ford deale: 
1 of misleading advertising by certain dealers, 


e-Plyjymouth.—* * * There is not enough territorial security even Detroit 
the factory puts in dealers where and when they please 


be *# * * Gio 


gest something be done about fal 
that all dealers be treated equally regardless of 


, 


Our factory has never put pressure of any kir 
recars. We have never been overstocked 


are trving to cut each other’s throats and nobody mak 


Dealers are their own worst enemies. Abuses are bound to exist 


lations But it’s a good competitive business and I hope you leave it 


4 used-car dealer, with less investment and overhead 
villing to accept less profit. 
A customer who buys a bootlegged car saves enough on the purchase 
o pay other costs and servicing. 
ania 
I oppose a franchised territory whereby a manufacturer can impose a 
n sales outside your territory. I feel that this would take away free 


selling. 
Much as I hate to see it, I believe we need reins on wild credit. 
nin 


uM What the dealers need is a strong union to protect them—the same 
auto factory workers, so that dealers could be assured of some profit it 


Misleading advertising on price, trade-in allowances 
regulated. 


This business has fallen into a gutter: 


The trouble with our industrv is the 
' first place. 


Ss solnething Is done, & great 


As much as I dislike Government 
the only course that will save (the 1 
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th—The saine as Government controls cotton production, 


» dealers are allowing themselves to be carried 


4 


hey treat honest profit as if it were somethin; 
t get ugher moral fiber if the situation is t 


\ 
dealers against thes 


sales with smal 
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work, the used ear d 


lation of or 
ai ] overprodu¢ 


d Governt 


iis rather than a cause 
st be some reason 
cost or ss to § - somethin That reason mi 


he has more merchand than he can retail profitably. 


"Url Overproduction is a big danger * * Auto dealers’ o 
head very high, and profit per car dangerously low With overproduct 
the dealer has no choice. He must sell cars with little or no profit and long terms. 


Indiana 


Ruick-Cadilac.—The manufacturer doesn’t seem to care who sells the cars— 


where, when or under what conditions * * *, They use a tremendous amou 
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essure on dealers; in fact, they never let up * * *. Their only objective is 
tsell the other fellow. 


Soto-Plymouth.—There is no mercy shown by any large’ automotive manu- 
rer when it comes to canceling a dealer’s contract. 


a 

ac-Oldsmohile.-—The race for volume sales means tremendous volume 

ts for General Motors and Ford and little or nothing for the dealer except 
e contingent liability. 

factories are shelving the quality dealer programs of former years for a 

» outlets 


of cheap, unprincipled carnival operators who can provide volume 
sales and depend on gypping the publie for their own profit. " 
at any unethical dealer practice as long as he is producing volume sales 


he factory will 
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Question 17 
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Alaska 
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parties thereto: Provided, This section shall not apply to consent judgm: 
decrees entered before any testimony has been taken. 
Whenever any suit or proceeding in equity or criminal prosecution is insti 
by the United States to prevent, restrain, or punish violations of this A 
running of the statute of limitations in respect of each and every private 
ction arising under said Act and based in whole or in part on any n 
complained of in said suit or proceeding shall be suspended during the pen 


thereof 


Sec. 11. Any suit, action, or proceeding under this Act against a corpo. 
may be brought not only in the judicial district whereof it is an inhabj 
but also in any district wherein it may be found or transacts business; 
process in such cases may be served in the district of which it is an inhat 
or wherever it may be found. 

SE 12. If any clause, sentence, paragraph, or part of any section of thi 
shall, for any reason, be adjudged by any court of competent jurisdiction 
invalid, such judgment shall not affect, impair, or invalidate the rema 
thereof, but shall be confined in its operation to the clause, sentence, paragr 
or part thereof directly involved in the controversy in which such jud 
hall have been rendered. 


[S. 3494, 84th Cong., 2d sess.] 


A BILL To prohibit certain unfair practices with respect to the cancellation of fr 
held by automobile dealers and by radio and television broadcasting station 


Be it enacted by the Senate and House of Representatives of the United St 
of America in CONDreS8s A8Se mbled, That as used in this Act 

(a) The term “person” means any individual, partnership, joint-stock com) 
trust, or corporation ; 

(b) The term “automobile manufacturer” means any person engaged 
manufacture of motor vehicles distributed in interstate commerce; 

(c) The term “motor vehicle’ means any automobile, automobile truck 
mobile wagon, motorcycle, and any other self-propelled vehicle designed fo! 
tion on land but not on rails; 

(d) The term “interstate commerce’ means trade or commerce among 
several States, or within the District of Columbia or any Territory of the | 
States, or between any such Territory and another, or between any such Te 
and any State, or between the District of Columbia and any State or Terr 

(e) The term “automobile dealer” means any person regularly engaged in 
purchase of new motor vehicles from any automobile manufacturer for resa 

(tf) The term “automobile dealer’s franchise’ means any contract betwee! 
automobile manufacturer and any automobile dealer prescribing the tern 
conditions under which such manufacturer supplies new motor vehicles 
automobile dealer ; 

(g) The terms “station” and “broadcasting” have the Same meaning a 
lin the Communications Act of 1934, as amended (47 U. 8S. C. 153) ; 

(h) The term “network” means any person who operates a system whi 
the purpose of simultaneous or delayed broadcasting of identical program 
any Way interconnects or affiliates two or more broadcasting stations; and 

(i) The term “network franchise’ means any contract between any netw 
and any station prescribing the terms and conditions under which such netw 
supplies programs to such station. 

Sec. 2. No automobile dealer’s franchise executed after the date of ena 
of this Act shall include any provision for its cancellation or termination at 
option of the automobile manufacturer, without the consent of the autony 
dealer, for any cause not specifically described and provided for in the franch 
unless such franchise provides for the payment by the manufacturer to 
dealer, upon the cancellation or termination thereof by the manufacturer with 
the consent of the dealer for any cause not so specified in the franchise, of a sun 
equal to the reasonable value of such franchise to such dealer, as determined b) 
three appraisers, of whom one shall be selected by the manufacturer, one shal 
be selected by the dealer, and the third shall be selected by agreement of the 
appraisers selected by the manufacturer and the dealer, respectively. 

Sec. 3. No radio or television network franchise executed after the date 
enactment of this Act shall include any provision for its cancellation or termin 
tion at the option of the network, without the consent of the station, for any « 


use 





ifically descri 


I 


for the paym 
ition thereof by the network 
not so specified in the franchise, of 
ranchise to such 


he selected by th 
111 be selected 


on, respect 


American public anuall 
dollars of delicate, complicated, 

us machines or mechanisms, such a 
ment, computing a 


d recording 
ients, and othe 


rc 
isers reply as the 1 


reas dealers in, and 

joint responsibility to tl 
in connection with the 
es to assl 


ire the availability 
ne, Which responsibility can ne 
er Without the cooperation of t 
} j 7 4] 


he Sé yf 


nate and Ho 


aS88e) 


As used 


Commerce” 


26,1914 (151 


limited 


ufactured 


j 
goods 


dealer” shall 


lrer, pursua 


o this Act 


shall mean 


all 


essories D 


n and visual i1 


ich product both before a 
. The thi 


poses of tl 





ind a franchise 
; h 


a numerical nature varying witl 
; Let When the same f 
hised dealer, it ma 


uspend, nullify, or mod 
vhich it finds contrary to the p 
ing hereunder by the Commis 





hip, corporation, 


i moto! enbicies 


authorized dealer a 


to any person, partners 
: new or u 


franchise or 


of selling 


operating under a 
Nothing contained in any of itrust 
: * motor vehicl 

using It 

ri I Wied 


wingly sells « 
any person, partne 
new or ised m 


rship, corpor: 


selllne n 


der a franchise or 


and House 


i, That 





JARKI 


> (a)) is amended by adding ¢ 
reot a new paragraph as follows: 


purposes of this section, it shall be deemed to be an unfa 


f competition in commerce, and an unfair or deceptive act or practice in « 
erce, f i manufacturer of motor vehicles to deliver or agree to delive 
partnership, or corporation, who sells for resale 
manufacturer's franchised dealers 
nbines or conspires with any othe 
: misdemeanor and, on conviction ti 
* each violation by a fine not exceeding $5,000, or imy 
r both, in the discretion of the court 
Ss business or property by reason of any violation 
to violate, this section, may sue therefor in the d 
r the district in which the defendant reside 
ut respect to the amount in controversy, and 


fold the damages sustained, and the cost of the suit, in 


d to deprive the proper 


reunder 


permit certain contra 
tors in specitied geo 


areas 


ves of the Unite 
of the Federal 1 
se furthe mend 


i) the following new 


Nothing contained in this Act or any other Act shall render unl: 
nv contracts or agreements in which a manufacturer agrees that his dist 
hall have » sole and exclusive right to sell, in a specified geographical ars 
ommodity produced by said manufacturer which is in free and open compet 

with commodities of the same general class produced or distributed by others 
‘(7) Nothing contained in this Act or any other Act shall render unlawt 
ts or agreements in which a manufacturer requires his distribut 

he will sell only within a designated geographical area and 

‘rom selling outside said area, the commodity produced by said m 

vhich is in free and open competition with commodities of the san 
lass produced or distributed by others.” 


[H. R. 7935, 84th Cong., 2d sess.] 


Cc 


BILL To amend the Internal Revenue Code of 1954 to require every seller of prop: 
llects from the purchaser any amount as a charge for the transportation of 

yperty, to furnish such purchaser a statement showing the amount of transportat 
charges, if any, taxable under section 4271 (a) of such Code, and the amount of 


imposed 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) part II of subchapter C of chapter 
33 of the Internal Revenue Code of 1954 (relating to tax on amount paid for 
transportation of property) is hereby amended by adding at the end thereof the 
following section: 

“SEC. 4274. STATEMENT OF TRANSPORTATION CHARGES. 

“(a) REQUIREMENT.—Any person who, in connection with any sale of property, 
collects from the purchaser any amount as a charge for the transportation of 
such property shall, in any case in which any part of the amount attributable to 
such transportation is taxable under section 4271 (a), furnish such purchaser 
a statement showing— 

“(1) the amount attributable to such transportation upon which a tax 
is imposed by section 4271 (a), and 
““(2) the amount of such tax. 
‘(b) TREBLE DAMAGES.— 
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Upon proof being made in any proceeding under this section that there has 
been a prima facie violation of this section, the burden of rebutting the prin 


facie case thus made by showing justification shall be upon the person charged 
with the violation of this section, and unless justification shall be shown affirma 
tively the tribunal before which the proceeding is brought is authorized to issu 
an order terminating the violation.’ 

“Sec. 2. Section 4 of the Clayton Act is amended by adding at the end of sectio1 
the following language: 
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“*In any case where equitable relief is granted, the plaintiff shall recover f1 
the defendant his cost of suit 


, including a reasonable attorney's fee. 
“Whenever the plaintiff moves the court to do 


so, it shall determine and 
certify within a reasonable ti 


me whether the plaintiff’s suit is founded upo1 


If it is certified that a showing of probable cause 
has been established, then the plaintiff's cost of suit and a reasonable attorney’s 


fee shall be recoverable from and borne by the United States if the plaintiff does 
not prevail in the final judgment, except as hereinafter provided. Within ten 
days after the entry of any final judgment adverse to a plaintiff whose suit has 
been certified as based on probable cause, the clerk of the court shall so notify 
the Attorney General of the United States. The Attorney General may the! 
move the court to deny in whole or in part the recovery by the plaintiff fron 


showing of probable cause. 
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